Sapient 17 #1

Parties Remaining to be Force Pooled

6/25/13

S/2NE/4 spacing unit
SE/ANE/4 ownership
Name %% Ownership Fractional Ounership Type of Interest

Oxy USA WTP,LP 41.666667 15136 Un-leased MI

WEX 58.333333 - 1/36 +2/36+ 18/36 Doombos Lse,

CHK Lse &
CHV TA
Total 100.000000 36/36

SWa/NE/4 gwnership
Name % Ownuership Fractional Ownership Tvpe of Interest
NEX QITITTE 1136 Doombos Lse.
NEX 6.250000 9/144 Gross Res. TA
NEX 47222222 5/12 4+ 118 CHK Lse

NEX 43.750000 s CHY TA
Total 100.000000 144/144
S/2NE/4 spacing unit
Name % Ownership Fractional Qwnership Tvpe of Interest
Oxy USA WTP, LP 2(.833334 Un-leased M}
NEX 79.166666 See Above

100.000000

Both HBP leases cover the S/2NE4 of Section 17, among other lands

Status of Un-committed Enterests

eal parties have been mailed the “force pool” letter proposing the well by certified mail and regular mail
on 4/30/13.

sMailed and emailed a lease offer on 2/21 to Pat Sparks, landman with Oxy, offering to lease Oxy’s
minerat interest. Multiple calls made and emails sent to Pat Sparks at OXY between February 2013 and
March 2013 to find out the status of our offer with no response. Sparks had advised that this is usually a
very long process, possibly involving their Los Angeles office. Sparks has also said there is a possibility
that OXY could elect to participate with their interest. Message on Sparks' voice mail in April said to
contact Becky Bledsoe, landman with Oxy, if iminediate assistance was needed. On 4/16 ] emailed
Becky Bledsoe with a copy of my 2/21 offer to lease covering Section 20. Made a few calls to Bledsoe in
the next month to see if any response to our lease offer with none provided. On 6/4 received phone call
from Donna Havins, landman with Oxy, and Becky Bledsoe concerning OXY’s interest in participating in
the well located in Section 20, no response to the Sapient #1 well. On 6/4, emailed Becky Bledsoe with a
bullet point list of items we believe QXY would need to agree to prior to drafting a participation
agreement enabling Oxy the ability to review our propriety seismic and geologic data involving both this
well and the well in Section 20 which wonld aid them in their decision to participate in the drilling of
either wells. Our bullet point list of items stated that the Sapient 17 #1 well could be drilled back to back,
delayed or not drilled at all based on results from the West Lovington 20 #1 well in Section 20. | received
an email on 6/4 from Becky Bledsoe containing Oxy’s proposed lease form for our review. Received
telephone call on 6/5 from Donna Havins asking what information Nearburg required from the drilling of
the West Lovington 20 #1 well to determine the spud date of the Sapient 17 #1 well. 1 responded on 6/6
that the Sapient 17 #1 would not spud until at feast 90 days afier the West Lovington 20 #1 well reaches
TD. Provided Becky Bledsoe by email with a proposed JOA on 6/14, Provided Becky Bledsoe with our
requested changes to their proposed lease form on 6/18. Received Oxy’s multiple changes to our JOA on
6/21 by email. Inithe'same email; we received Oxy,s revised lease form inciuding most of our requested
changes and some new Ouxy language Which wearé reviewing"Sent an emaii to Becky Bledsoe on 6/24 in
which we accepted 12 of the initial changes to the JOA that we received on 6/21 advising her that [ am
still reviewing the remaining changes with the intent of responding back 1o her on the remaining changes

Qil Conservation Division

Case No.
Exhibit No.



6/25/13

by 6/28. Sent an email to Becky Bledsoe on 6/25 to determine w

hy one of our requested changes wasn’t
accepled and what the new language added to the Jease meant,



Nearburg Exploration Company, L.L.C. oo

Oif ang Gas Exploration
3300 Norh "A" Street
Building 2, Suite 120
Midland, TX 79705-5421
432-686.8235

FAX 432.686-7806

April 30, 2013

See Attached Addressee List VIA CERTIFIED MAIL RETURN RECEIFT

REQUESTED AND BY REGUILAR MAIL

Re: WEST LOVINGTON PROSPECT
Lea Countv. New Mexico
SAPIENT 17 Ne | WELL
1,641' FNL & 1,225 FEL (SHL)
1,691' FNL & 1,225' FEL (BHL)
Section 17, T-17-8, R-37-E, N.M.P.M.

Gentlemen:

According to the records of Lea County, New Mexico, you cither own an un-leased mineral interest or an
interest in a certain oil and gas lease covering a portion of the lands comprising the spacing/drilling unit for the
subject well as reflected on the attached exhibit. Nearburg Exploration Company, L.L.C. also owns an interest in
an oil and gas lease covering a portion of such lands, and believes it is in the best interest of all parties to
cooperate in developing such lands and the corresponding leases. Accordingly, Nearburg hereby proposes the
drilling of the captioned vertical well to test the Strawn formation at the above surface location to a depth of
11,100, which will create a non-standard drilling/spacing unit consisting of the S/2NE/4 of said Section 17. 1
have attached for your review an AFE for the proposed well.

In the event you should want to participate in the drilling of the proposed well, T will provide for your review,
your approval and vour execution a 1982 AAPL Form operating agreement naming Nearburg Producing
Company as the operator. A full description of the oil and gas leases and the contractual interests that would be
owned by each party under this proposal will be shown on Exhibit A" to such operating agreement.

Nearburg believes this proposal is beneficial to all parties in that it allows for the prudent development of the
lands and the preservation of the oil and gas leases involved. Should you not want to participate in the drilling of
this well with your mineral interest or your lcasehald interest, please contact the undersigned at (432) §18-2910
or kdixonGinearbure com to discuss granting Nearburg Exploration Company, L.L.C. a mutually acceptable oil
and gos Jease covenng your mineral interest or a term assignment covering your leasehold interest. Accordingly,
we ask that you respond 1o this proposal at your earliest convenience.

Very wuly yours.

. Nearburg Exploration Company, L.L.C.

D
\r‘( <l
Kendfixon
Senior Landman

Attachment



Working Interest Qwners

Sapient 17 Ne | Well

1,641 FNL & §,225' FEL (SHL)
1,691 FNL & 1,225 FEL (BHL)

Section 20

T-17-8, R-37-E, NM.P.M,
Lca County, New Mexico

Working Interest Qwner

Nearburg Explotation Company, L.L.C.
P. O. Box 823085
Dallas, Texas 75382-3085

Cheveon U. S A, Inc.

¢/o Chesapeake Energy Corporation
At Dane Maxwell

6L00 N, Western Ave.

Oklahoma City, QK 73118-1044

Chesapeake Energy Corporation
cfo Dane Maxwelt

6100 N. Western Ave.
QOklahoma City, OK 73118-1044

OXY USA WTP, LP

Attn; Patrick Sparks

5 Greenway Plaza, Suite 110
Houston, Texas 77046

Working Interest

5.902788%

46.87500%

26.38888%

20.83334%

Ownership of SEMNEAM Ownership of SW/ANE/M

Nearburg Exploration Company, L.L.C, Nearburg Exploration Company, L.L.C
2.77778% leasehold 9.02778% leasehold and HBP leaschold
Chesapeake/Chevron Chesapeake/Chevron

50.00000% HBP leasehiold 41,75000% HBP Leasehold
Chesapeake Chesapeake

5.55555% un-leased mineral interest 47.22222% un-leased mineral interest

0).4'4
41.66667% un-leased mineral interest

HBP Leasehold-- Datc: 8/6/62
Lessor: A. C. Kimbrough e1al
[Lessee: Consolidated O&G Ine.
Lands: SW/4NE/ Sec. 17, amang
other lands
Recording: Book 211, Page 399

Date: 8/13/62

Lessor: E. D. Shipp etal

Lessce: Consolidated Q&G Inc.

Lands: SE/4NE/4 Sec. 17, among
other lands

Recording: Book 212, Page 229



Nearburg Explorgtion Company, L.L.C.

Febriary 21, 2013

QXY USA WTP, L.P
Attn: Patrick Sparks
P.O. Box 4294

Houston, TX 77210-4294

Re: West Lovington Prospect
Lea County, New Mexico
Offer to Lease
SE/4NE/4 of Section 17,
T-17-8, R-37-E, NNM.P.M.

Gentlemen:

According 1o the records of Lea County, New Mexico, OXY USA WTP, LP (hercinafter referred 10 as
‘OXY?) owns a five-twelve un-leased mineral interest in the referenced lands. Nearburg Producing
Company has plans to drill an exploratory Strawn test located with the S/2NE/4 of referenced Section 17
within the next twelve month period. Nearburg Exploration Company, L.L.C. (hereinafter referred to as
‘NEX) currently owns a leasehold interest within the S/2/NE/4 of Section 17 and would like to acquire an
oil and gas lease from OXY covering all its mineral interest in the SE/NE/4 of Section 17. Nearburg
would be interested in acquiring an oit and gas lease from OXY on a mutually acceptable lease form
including a one (1) year term, a twenty-five percent (25%) royalty and one hundred eighty (180) day
continuous development. NEX is prepared to offer a banus consideration of two hundred and fifty dollars
($250.00).per net mineral acre for the granting of the lease.

Should OXY be interested in leasing its mineral interest to NEX, please either 1) forward a copy of OXY's
standard lease form for our review and approval or 2) review and approve the attached proposed lease
form or 3) contact me to discuss this matier in greater detail.

‘Thank you for your consideration in this matter. Should you have any questions or want to discuss this in
greater detail, please either give me a call at (432) 818-2910 or email me at kdixon(@pearburg.com .
Sincerely,

Nearburg Lxpleration Company, L.L.C.

2 c_fﬁ'-""';z-‘_g g
Ken [Hxon

Senior Landman




OIL, GAS AND MINERAL LEASE

THIS AGREEMENT made this 20 day of February, 2013 betweon XY USA WTP, LF. Lessor {whether one or morc). whose address is,
I, O, Box $294, Huugion, TX 77210429 und Nearbury Explirution Campuny, LJ.C., (Lesseel, whose address 18 .02, Hox 823045, Lratlas. TX
75387, Lessec:

1. Lessor in considerarion of [en and No/LoN Daollars ($10.60), in hand paid, of the roynltics herin provided, and of the agseencnn of Lessee
herein contained, hereby grants, leases and lets exclusively unte Lessee for the purpose of investigating, exploting, prespecung, dnlling and mining for
and producing oil, gas and all orhier minerals, conducting exploration, geologic and geophysicad surveys by seismograph, core 1est, gravify and magnetic
mitthods, injecting gas, water and other fluids, und air into subsurface stuara, laying pipe lincs, building roads, wanks. power ations, telephone lines andl
other structures Mhercon and on, over and across lands owned o claimed by Leasor adjacent and contiguous theretn, 0 praduce, save, take care of, treat,
tanspor and 6wn said protucts, and housing its cmployces, the Tullowing descrbod land in Lea Conmy, New Neabeo, w-wit!

Sectivn 17: SEANE/S, containing 160 acres, more or less

This tease alse covers b includes ait fam! nwned or ¢lairmed by Lessor adjacent or conuguous to the Tand particulatly described above, whether the same
be in said suivey or surveys o s sdjaceat swveys, although not inclided within the boursduries of the innd particulaly described shove.

2 ‘lhis is a paid up lease and subject w the ether provisions herein contained, this kease shall by for a term of one {1) year from this dote

(wdlcd “primary leriy'} o as fong thereafier as oil, pas or other mireral is produccd from said lend or land with which said tend is pooled herenndes,

3. As royalty, lessee covenants ind agrees: () To deliver to the eredit of lessor, in fhie pipelines 1o which lessee may connect its wells, the
cqual one-fuurth (14} part of all oil produced and saved by lessee from sasid land, or from time to time. af the oplion of lessee, to pay bessor the average
posied market price af such one-fourth (1M} past of such oil at the wells as of the day it is run to the pipe linc or storage wnks, lessor's intetest, in either
vase, Lo bear gne-fourth {1/4) of the cost of treating 0il 0 1epdet 1t masketable pipeline oil; (B) 1o pay lessor for gas and casinghead gas produced from
said Innd (1) when sold by lessee, one-fourth {1/4) ol the amount ealized by Jessee, computed i the mouth of the well, or (2) when used by lessec of1
sovd tand or in the Muanofxene of asotine 6 othes produtis, ont-fourth (14 of e ranount realized ftom the sale of gasoline of odies products asacied
there from and ene-dourth {174} of the amount realized from the sale of residue gas atter deducting the anount used for plant fuel and’or compresston; (¢}
To pay lessor on all other minerals mined ind naskered o utlized by lessee fiom said lasd, one-tenth cither in kind or value at $ic well or mine at lessee’s
ehection, except tha on sulphur mined amd marketed the rovalty shafl be ape dodlar ($3,007 per long ton. 11, at the expiration of the piimary tern or a5 ans
Lime of tirmes thescafer, there is any well on 3aid land or on fands with whidh said tand of any purtion thereafhas been pooled, capable of producing il or
gas. and al! such wells are shut-in, this lease shall, nevertheless, continue in force as though operations were being conducted on said Jand for sa luny as
said wells arc shut-in, andd thercalter this lease may be continued in force a3 i no shot-in had accurred, Lessce covenants and agrees o use reasenable
ditigezice ro produce, utilize, or market the minerals capable of being produced from said wells, but in the ¢xcreise of such diligence, lessee shall not be
ohligated to wnstall oz fumish facilities othee than well facilities and ordinury lense facilities of thow lines, separator, and lease tank, and shall not be
required to settle Jabor treuble or to markel gasupon terms ynaccepiable to kessee. 1, at any time or times alter the ¢xpiraiivn of the primary tenn. alb such
wells are shut-in for a period uf ninety consecutive days. and during such time there are nw operations on said Jand, then at or before the expiration of said
ninety day period, lessee shall pay or wender, by eheek or dratt of lessce, as royalty, a sum egual to one dollar ($3.00} For each acre of land then covercd
kereby, lessee shall make like payments or wnders at or before the end of cach anniversary of the expirauion of said ninety day period if upen such
anniversary this fesse is being continued in dorce solely by reason of the pravisiong of this patageaph. Each such payment or fender shall be made to the
paities who at the time of paymeat would e entitled w recesve the rovalties which would be puid ander ihis fease i€ the wells were producing, and may be
deposited in oo PAID IRECTLY TO LESSOR AT LESSOR'S AROVE ADDRESS - Bank a1
or its yuccessors, which shall continue a8 Uie depositorics, regadiess of changes in the awnership of shut-in coyalty. 1f at any time that Jessee pays of
tenders shun-in rovaity, 1w or thore panties are, of claim io be, entitled 1o receive same, lessee may, in lieu of any other method of gayment herein
provided, pay o1 tender shulvin rovally, in the manner above specified, either jointly 0 such paries or separarely (@ cach in accordance with their
respeclive ownerships thereof, as lessee may vlect, Any payment hereunder may be made by cheek or draft of lessee deposited in the mail or delivered v
the panty entited 10 receive payment or 10 3 depasitory bank provided far above en or before the kst date for pavment, Nothing herein shall impais
lessee’'s right to relcase as providedin paragraph § Bercoll In the evens of asignmicut of this Jease in whole or inpar, liability for paymem hereunder izl
st sxelusively wn the then Swiees of this fease, severaly as 1o pereape oweed by cach.

4. Lussee shall huve the right but ot the obligation 1o pool ali or any pant of the leased premises or interest therein with any ather lands or
interests, as to any ot all depths or sones, and us 1 any or all substunces covercd by this lease, cither helore or afier the commenvement of production,
whenever Lessee deemy it necessary oo proper 10 do s in order 1o prudently develop or vperate the leased premises, whether or not similar proling
avtharity exists with respect 1o such niher lamds of interests. The unis trmed by such pocling far an vilweil which is not a horizontl completion shall not
exited 80 acres plies a maximum acreage tulerance of 0%, and for o gas well or u hozizomtal completion shall not exceed 640 actes plus 4 maximum
acteage tlerance of 10%; peovided that a lasger unit may de formed for an oft well or gas well o1 hosizontat completion 1o conform to any wel spacing o
density pattent thut imay be prescribed or penniticd by any governmental authority having jurisdiction ta o so. For the purpose of Ihe forcgoing, the tom
oil well” amd “gas well” shall have the meanings prescnhed by spplicable law or the appropriate governmental authonry, or, if oo definition s s0
preseribed, "oil well’ means a well with an inztial gas-oil ratio of less than (80,000 cubic feet per baret and *gas well” means a well with an initial gas-il
ratio of 100,000 cubic feet or more per bunrel, based on a 24-hour production test vonducted under nomal producing conditions vsing standard fease
separator facilities af equivaleal testing equipment; and the term *harizontal completion” means @ oil well in wlich the horizontal cmnponrent of the gross
completion mterval in the resenvoir exceeds the vertical compeae theeead. fn exercising its pooling eights hereunder, Lessee shall tile nf record s writea
ddeclaration describing the unit and staling the cMective date ofpooling, Production, drilting of reworking perations anywhere on a unit which includes asl
or any part of the leased premises shall be weated as if it were production, drilling or reworking opcrations on the leased premiscs, excepl thal the
production on which Lessors revalty is caleulated shall be that propertion of the total enil production which te net acreage covered by this Jease and
included in the unit bears e she total gross ucreage in the unit, but only 1p e extent sch proportion nf wnit production is seld by lessee, Fooling in one o
more instances shall not exhaust Lessees pooling rights hereunder, and Lessee shall have the recuting right but not the obligation 1o revise any unit
formed hereunder by expansion ar contsaction ot buth, cither before or after comnscucement ol production, in erder o conforn to the well Spaang ot
density pattern prescribed ur permited by e govermmental authority having jurisdiction, or to confbrm o uny productive acrezze determination made by
such govemmental authority {n making such n revision, Lessee shall file of record 2 writen declaration describing the cevised unyt and stuting the
cffective date of revision Te e extene any portion of the leased premises is included in or excluded frem e unit by virtue of suck cevision, the
prapottion of unil production on which royaltes ure payable hereunder shadl therealter be adjusted accordingly, In the ubsence of pinduciion in paying
quantitics [rom 2 unil. or upon permanent cessation therent, Lessee may terminuie the unh by 1iling of recard a wrinien declaration describing the unit and
staténg the date of termiination Pooling herrunder shal) ot constaute a crussscenveymace ol inteicsts,

3. Wat the expisanon of the primary tean, of, gus, or other mineral i mey being produced on sa3id land, or from the 1and pooled therewith, but Lessee is
Wien engaged in drilling or reworking operations thereon, or shall have completed u dry hole thereon within |20 days prior to the end of the pnmary term,
the drase shall remain in foree so long as operztions ea said weld or for drilliag or reweeking of any additional well are prosccuted with ne cessation of
mare than t20 consecutive days, and if they resuld in the production of oil, gas or other minetal, so long thereatter as oil, gas, o1 other mineral is produced
frant $aid land, of ooy lawd pooled theeewith, 1 after the expiration af the prinary wemaf tis leake ang after odl, gas, ar ater miineesd i3 produced o
raid land, er from Jand puoled therewith, the preduction thereof should cease from any cause, thig lease shall poT rmiinate if Lessee commences
operations for drilling or reworking within 120 days alter the cessation of such production, but shall cemain in force and effect so Jong as such operatinns
nre prosecuted with no cessaion of more than 120 conseautive days, and if they resolt in the production of oil, gas, o1 gther mineral, so long thercafler as
oil, gas, o othez mincral is produced trom said land, or fiom tamd pooled therewith. Any pooled unit Jesignased by Lessee i accordance with the terms
hereel, may be dissolved by 1cssee by instiument filed for record in the appropriate secords of the county in which the Teased premises arc situsied af any
time after the completion of a dry holc ar the cessmion of production on suid unil. [n the event a well or wells producing oil of as in puving quantitics
should be hrought in on adjacent land and within 330 tees of and draining the Jeased premises, of lamd pooled therewith, Lessee agrees to drill such oflset
well or wells as n ecasonably prudent operator would drill under the same of ximilar circymstances. Lessee may at any time eaceute and deliver to Lessor
o plaa_: ultecord a rglcusu a releases covering any podtion ur portions of the uhove described premises and thereby surender this lease as L such poition
o portions and be relieved of ul) obligations as to the nereage surendered, .



6. Lessee shall kase the rezht an sy e duong o atter e evpinanm of'this Fease to remove all property and fistures placed by Lessee on
said tand. including the right o dzas and remove al) casing. Wahen ceuied by Lesson, Lessee will bury all pipe lines below ordinary plow depth, and no
weld shall be drilfed witkin two [drod Q0% Ioet of my residence or hanl now un said L swithout Lesaor's congent,

7. The rights uf vither party hercunda may be assigned in wholeor i part, and the provisions bereef shall aaend 1 their heirs, successors anl
assigns, but no change of division in ¢wnoership of the fand, or 1oyaltivs, however accomplished, shall operate to enlarge the obtigations of diminish e
1ights of Lessee; and no change or division in such awnership shalk be hinding on Lessee wntil thinty (30) days after Lessce shall have been furmished by
registered 808, pyail wt Lessee’s principal place of business with a certified capy ol recerded instument or instiments evidencing same. Jn the event of
assignment bereafl in whale ot in pars. liabitity for breach of any ohligation heremder shall rest exclusively upon che owner of this lease ar of'a pontion
hereol who comunits such breach 11 3ix or more panties become editled to rovalty hiereunder, Lessee inay withhold payment thereof unless ant uhiil
Tumished with a reconlable instrument execnted by g1 such partics designating am agett o rective payiment for all.

& The bresch by Lessee of uny obligmion arising hercunder shall not work a forfeitwe o7 termination of this fuse nix canse a teoninarion of
reversion of the estate created heteby nor he grounds lor canceltation hereof in whole or in pat. No obligation reasonably w deselop the leased premises
shall arise during te primary teem. Should ail, gat oc ather mineral in paving quantitics be discavered un said greiises. ihen after the wxpiraion of the
primary term, Lessee shatf develop the acreage retained hereunder as a reasonubly prudent opermon, but in discharging this obligaivn it shall in e cvem
be requived to drill more than onc well per fonty (30) acres of the arca revained hereunder and capable of producing oil in paying quantitics and one well
pet 64 acies plus 0 3creage tolerance ot 10 cxcesd 10% of 640 scres of the area retained herennder and capable of producing gas or othes minucal w
paving guantitie, [l atter the expiration of the primary rerm, Lessor considers that operatons 3re not at amy time being conducted in compliance with this
Jease, Lessor shall notity Lessee in weiting of the facts relied upun s constituting a bicach hereol, and Lessee, il in default, shall have siviy days afier
receipt of such nutice inwhich to commenee the cumpliance with the obligaions inipesed by virtue of is instrument,

6, Lossor herchy warrants asd agrees e detend the title 1o snid Lok and agreey that Lessee at bis option may discharge any fax, mongage o
other Tien upon said land, ither in whale or in pan, and in cvent Lessee dues so, it shall be subrugated to such lien with right ta enforce sume and 2pply
rovaltics accruing hereunder toward satisfying same, Without impainnent of Lessee s tights under the warranty in event of failure of itle, it is agreed that
if this dease covers A boss intetest in the oi, Bas, suphut. o wthes ivinerals i all of sy pan o seid land than the entite and undivided fee simple estale
[whether Lessor's interest i berein specified or nor}, or g0 intesest therein, then the rovaltis, and otber inanies accruing frone iy pan as o which this
Tcuse covers less than such full interest, shatl be paid only in the proportion which the interest fhercin, i any . covered by s Jrase, bewrs fa the whole and
undivided fec simple estate therein, AL royalty interest coversd by this Tease (whestior o mat uwngd by §essary shall be paid oan of the toyalty herein
provided. Shosld sy one of mare ofthe parties msned above as Lessors il to execute his lease, it shall neventeless be binding upon the party or partics
exyeuting the same.

bl Should Lissee be prevented Srom camplying with any express or implicd covenat of this Jease, fromn conducting drilling or reworkmg
apetations thezeon of from producing any oil, yas or ather winerols therefion by reason of scarcity of or inab 1o obiain ¢1 to use equipment of
material, or hy operation of lbice mnjeute. and Federal or state law or any order, rule of regulativn of govemmental guthority, then while 5o provented,
Lessce's abligation (o comply with suth covenant shall be suspended, and Lessee shall not be Jiable in damages for failure W comply therewith; and this
Yense shal) be eatended white amd 50 Iong 35 Lessee bs provented by any sudy earse from cuihacting Jeilking of sewsking operations o of fom producing
oil of gas feom Whe lease prentises; and the lime while Lessee is 50 prevented shull net be connted against Lessee, anything in this lease w the contrary
notwithstanding,

12 In addition to aied negwithstanding any other pravision herein, i this Lease is 11 eMect 21 the end of the primary wrm, it shall pot tenninane
in whale or in past, tegardless af whether production of oil or gas has been established at the end of the primary teim, 50 Jong a3 Eessee is engaged in
coninuous drilling wperaions or the premises und, exgept as provided in this paragraph, so long theroafter as o1l or gas is produced in paying quantitics.
"Continupus drilling operations™ mtans the drilling of welts without moere thun one hundred cighty (180} days elapsing hetween the completion of one
well and the commencemens of eperations for the diitling of the next suctteding well. Fof the perposes of inpterprotation of this provision, n well shall e
determined 1o be commenced when such well js spudded. and o well shall be determined w be completed on the date reported a3 such to the State
regilatory authority havieg jurisdiction of the drifling and operations utaib and gus wells as the dute a well has been completed s a producing weli, or the
thace v which a dry hole is plugged. Operations Tur e deilling of the (st such well must be eommicinced; (137 thers i3 no well capable of produging ot
or £as in paying quantitics nn the feased premises and i’ no well has been completed thereon as ey tel witlhin ooe undred vigley (1801 day s beroe the
i of the pritsary temn, then on or before the end of e prismery tem; (2) i there is a0 well capale of praducing o1l or gas m fEivong quiastinics we the
leased premises but a well has been pliugged and abandoned as a dry hole within one hundred vighny (1307 g s betore e ond of the printany term, then
wiiltin ane hundred cighty (FEO) days after the plugging and abandonment of sl dry hole; or (3) i ut the end of the primany 1erm there is a well capable
af producing oil ar gas in paying quantitics on the leased promises, then within ane bundred cighty {180 drys after the end of the primary wm. The time
persod between wefls shall be eumizlative, so that iT Lessec wses less than one hundred ¢igliy (136) Jdays berween the completion of one well and the
commencenient of the next succeeding well, the accuinulated time may b used by Lessce te entend the one hundred eighry (180) day interval for
commencing subsequent wells. The re-epiry uf any well locared onthe Lunds and the prosecution of eperations for drilling, decpening, plugging back.
sidetracking, coanpleting, récompletng, or reworking in the weltbare of such reentered well in a good faith effort ta estublish production of on or gas {om
xuch wellbor¢ shall be considered drifling operations for purposes of this parnpraph, commending on the Jate that wols used in the re-entry ae in the
wellbere. 1T mudtiple tigrals are drilled Gany 4 single vertical wellbore, eich such lateeal shall be considered for & new well for purposes of this provision
¥ in the drelling of any well during such conlinusas drilling opetations the hole is logt of junked, or Lessee is unable for any reasna to complere the
dnlting of such well, Lessee may commenie operitinns for the deillmg of 2 substitute wel? at a locatian of Lessee's clvice on the leased premises wor fndy
poolcd therewith), iand the drilling of such a substitate well shall be considered for all purposes to be equivalent to the drilling of the well that was les or
Jjunked or otherwise not completed. The comtnencement or continuation of continuous drilling operations shall be at Lessee’s wpinn and shall not be
considered an obligation or tovenant of Lessee. 1 cominpons drilling opermions are not compenced within the time hetemhefione speeitied, of if, m any
time after commencement ef continuous drilling vperations, more than oae hundred eighty {(ER0) days ¢lapse between the completon o one well and the
comnencenent of opesations for the drelting of the neat, this Lease, al the end of the period of tiene within which Lesser was reguired w commence a
wetl, shall terminate as to ail iands except those Lunds ineladed within a proration unit established under the spacing and proration rules and regulations of
any governmentl body having jusisdiction for 4 well then capable of produging oil ur gas in paying quantities or an which Lessce is then engaged in bona
fide aperauens 1o establish or restore production of oil or gas: and this Lease shall also tering such Time as 1o all gepihs decper shin one himdred feer
(100°) below the stratigraphic equivakem of the wial depth drified in the deepest well capable of phsductng wil oF gas m pas st gustines tocated on the
leased premises (or lands povled therewithy, 1ahis Lease {5 continucd in Jorce undes the inmeditoly proceog senienes s a3 proraton unit o which
operations we being conducted in 2n etlor (o establish o1 restore production but on sehich there is 1o well then capable of producing oid of gas, this Lease
shall likewise fetminate upop cessation of such operatinps for a perind of sixty (6{1) consequlive davs urless such vperations {on the same ot an additivnal
well ar wells in the same proration wiit) have resulted in the restoration or establishment of a well czpable of producing oil or gas in paving uantities un
such proration unin. Such peoration: nnits shall he designated by Lessee und shall be of such size vnd configeralion as may de allowed by the spacing sod
well deasity rules and regulations of any gevernimental autharity having jurisdicten: or if no size or configurstion of proraton unity is specified by any
govesnmental authority, such prozation unils shall he in the form of 2 square or rectangle 1§ neady and practical and shall contuin fory {40% acres lor cach
well producing 0il and three hundred tventy {320 aeres tor each well producing gas or both gas and oil. Notwithstanding the iermination of this Lease as
10 pontion of the Jands covered hereby, Lessee shodl neverthelesy continue to have the right of ingress and cgeess from the lands sull subject 1o this Lease
for all purposes deseribed herein, logether with casements and rigins-ol-way for reads, pipelings and other fucilitics on, over and across ali of the lcased
premises, for access 1o and from tie tands stil! subject to dis Lease snd for the gathering or transportation of ¢il, gas and other nvingrals produced from the
retnined lands.

IN WITKE:

5 WHERECOF, s instrument is cxecuted on the date {irst above written,

LESSOR:
OXY USA WTP, LI

By:

Title:



ACKNOWLEDGMENTS

STATE QF NEW TEXAS §
§
COUNTY OF _ e §
‘This instrument was acknowledged before me on the dayof 2013 by e

e __._limited liability company,as

- 0f OXY USA WTPLP,a

Notary Public, State of: Texas
Notary’s commission eXpires: _



