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DOUG FERGUSON

3110 W. WALL » SUITE 1200 P.O. BOX 432, MIDLAND, TEXAS 79702 FAX 43

MIDLAND, TEXAS 7970I dwt@loliproperties s com

October 6, 2004

Mr. Drew Reid

General Land Office of the State of Texas
1700 N. Congress Avenue

Austin, TX 78701

Re: All of Section 10 & 11, S/2 of Section 4, Block 59
PSL Survey
Reeves County, Texas

Dear Mr. Reid:

| have reached agreement with the owners of the soil to purchase an o1l and gas lease on the |
captioned land

Terms are as follows:

Bonus: $150.00 per net mineral acre
l'erm: 3 years

Royalty: 1/5™

Rental: $1.00 per acre per year

My check in the sum of $100.00 is enclosed to cover your fee for determining if this lease is

approved as to form and consideration.
Sincerely, \—g '556
- S ,
EY . & (oae Y750
' . —17
Doug Ferguson /_)Z,ﬂ/w"f .

—
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DOUG FERG / FIRST NATIONAL BANK OF MIDLAND 24763
= CCOUNT MIDLAND, TX 79701
P.O. BOX 432 ' A
MIDLAND, TX 79702
10/6/2004

(432) 6B4-4542

PAY TO THE GENERAL LAND OFFICE STATE OF TEXAS

| $'\""1(}0 00

ORDER Of B
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GENERAL LAND OFFICE STATE OF TEXAS
1700 NORTH CONGRESS AVENUE
AUSTIN, TX 78701-1495 =™
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APPROVAL FEE/JUD O. ROBERTS
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. RAL REVIEW SHEET

Transaction # 4330 Geologist: R. Widmayer

Lessor Roberts, Jud O., Individually and as Trustee |eass Date: 10/5/2004 Uk

Lesses: Petro-Hunt, LLC Acres: 1600

LEASE DESCRIPTION

County Basa Fila No  Part ;1o Sec. Block Twp Survey Abst#
REEVES g 101670 S22 (¥ 7c 4 50 00 PUBLIC SCHOOL LAND 2554
REEVES Jauu 100903 ALL (ve A 10 59 00  PUBLIC SCHOOL LAND 2553
REEVES— 100902 AL 4 osrp 11 59 00  PUBLIC SCHOOL LAND 2552
TERMS OFFERED TERMS RECOMMENDED

Primary Term: 3 years Primary Term 3 years

Bonus/Acre: $150.00 Bonus/Acre $150.00

Rental/Acre: $1.00 Rental/Acre $1.00

Royaity: 1/5 Royalty 1/5

COMPARISONS

MF & Lessea Dats Term Bonus/Ac.  Rental/Ac.  Royalty  Distance
MF100191 Clay Johnson 7/1/1998| 5 years $50.00 $1.00 |3/16 Last Lease
MF103821 Pure Resources, L.P. 12/15/2003 |3 years $50.00 $1.00 @ 3/16 Adjacent North
MF103427 Crown Oil Partners, LP 6/24/2003| 5 years $50.00 $1.00 | 3/16 1/2 Mile South
Comments:

Approved: ' ;

Wednesday, October 13, 2004



.RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  13-Oct-04
Larry Laine, Chief Clerk
Bill Warnick, General Counsel
Matt Edling, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing
Peter Boone, Chief Geologist

Applicant:  Petro-Hunt, LLC County: REEVES
Prim. Term: 3 years Bonus/Acre $150.00
Royalty: 1/5 Rental/Acre $1.00

Consideration )

Recommended: '/ (- Date: /0 13 .04

Not Recommended:
Comments:

Lease Form

Recommended: M Date: (o'[ 37/0*/

Not Recommended:

Comments:

Matt Edling, Deputy Commissioner Date: [| — )~ O

Recommended:

Not Recommended:

Bill Warnick, General Couynsel Date:
Recommended: * )ﬁj

Not Recommended:

Larry Laine, Chief Clerk Date: //- 3 -0¥
Approved:

Not Approved:

Jerry Patterﬂpn@issioner Datcz4 oo O (
Approvg -

Not App oved:







DOUG FERGUSON

OIL & GAS LANDMAN

TEL 432 6B4-4542

310 W WALL + SUITE 1200 PO BOX 432, MIDLAND, TEXAS 79702 FAX 432 683-B4AS0
MIDLAND, TEXAS 7970 dw!@oliproperties. com

January 14, 2005

Mr. Drew Reid

General Land Office of the State of Texas
1700 N. Congress

Austin TX 78701

Re:  Jud O. Roberts, Individually and as Trustee, as Agent for the State

Section 4: S/2, and All of Sections 10 & 11
Block 59, PSL Survey,

Reeves County, Texas

Dear Drew:
Enclosed please find certified copies of the above captioned oil and gas lease.

Petro-Hunt, L..L.C. check in the sum of $120,000.00 is enclosed representing The State’s V%
of the bonus consideration. Also enclosed is my check for $25.00 per lease filing fee.

Please provide a mineral lease number when it is available.
If any questions should arise please phone me at the number above.

Sincerely,
=

r'_) ~~
Doug Ferguson

DWF:bc
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PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. o - Bank One, N.A. B 4ol
. “TB0T Eim-Gireet,Suite 3400 Jefferson County age
., Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO. DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE 58207 Jan-11-2005 4075087 $120,000.00
01AP53 010505E 01/05/05 120,000.00 0.00 120,000.00
NW TOYAH PROSPECT
TOTAL INVOICES PAID

)( 120,000.00

=

12861060
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DOUG FERGUSON - FIRST NATIONAL BANK OF MIDLAND 25305
LAND ACCOUNT MIDLAND, TX 79701
P.O. BOX 432
MIDLAND, TX 79702
(432) 684-4542 1/14/2005
PAY TO THE o
ORDER OF GENERAL LAND OFFICE STATE OF TEXAS § **25.00
TWBHI}'-FIVB Only ------------------------------------- ERAARER R AR LR R L R e e shadERRRARRRR AR aR [“_)‘Ll RS fj\

GENERAL LAND OFFICE STATE OF TEXAS
1700 NORTH CONGRESS AVENUE
AUSTIN, TX 78701-1495

MEMO___FILING FEE/JUD O, ROBERTS

w0 25305

.
.
L

aan
LA LR ]
asen
-

LI
. e
LA R LR L]

.
-
LA L L L]
.




2uo _mw_E_.%Cru\ vuw. mhuuu% Alld m
Q\&\\\Q P Ps T& .Cmﬁu




Book 689t 115

' FILEF 3117
b

Generai Land Office
Relinquishment Act Lease Form
Revised, Seplember 1987

A R R

Augtin, Texas

| OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 5ih day of Qctober 2004, 1 the State of Texas, acting
by and through its agent, Ju

| of 260 S. Los Robles Avenue, Suite 114, Pasadena, CA 91101
(Give Permanent Address)
said agent herein referred to as the owner of the soll (whether one or more), and Petro-Hunt, LLC

of 1601 Eim Street. Suite 3400, Dallas. TX 75201-7201 hereinafter called Lesses.
(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements 10 be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soll, hereby grants, leases and lets unto Lessee, for
mnumwmdmmmmmwmwmg- laying pipe lines, building tanks, storing ol and

South-Half (S/2) of Section 4 & All of Sections 10 & 11, Block 508, Public School Land Survey
containing 1,600 .00 acres, mare or less. The bonus consideration paid for this lease is as follows:

Tothe State of Texas: One hundred twenty thousand and no/100
Dollars ($120.000.00 )

To the owner of the soil: One hundred twenty thousand and no/100
Dollars ($120.000.00 e}

Total bonus consideration: Two hundred forty thousand and no/100
Dollars (324000000 )

The total bonus consideration paid represents a bonus of One Hundred Fifty Dollars and no/100
Dollars ($15000 ) peracre,oni1B00  net acres

2. TERM. Subject to the other provisions in this lease, (his lease shail be for & term of three (3) yoars from
this date (herein called “primary term”) and as long thereafter as oll and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities” means that the receipts from the sale or other autharized commercial use of the substance(s)
covered exceed out of pocket operational expenses for the six months last past

True and Correcl
copy of
Onginal filed In
Reeves County

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

unless on or belore such anniversary date Lessee shall pay or tender lo the owner of the soll or to his credit in the

Bank, at

| or Its successors (which shall continue as the depository regardiess of changes in the ownership of sald land), the amount specified below; in addition,

| Lessee shall pay or tender 1o the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on

! or before said date. Payments under this paragraph shall operale as a rental and shall cover the privilege of deferring the cor nt of & well for
one (1) year from said date. Payments under this paragraph shall be in the foliowing amounts:

To the owner of the soil: Eight hundred and no/100
Dollars ($800.00 ) |
To the State of Texas: Eight hundred and no/100
Dollars ($800.00 )
Total Delay Rental: One thousand six hundred and no/100
Dollars ($160000 )
In @ like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1)
year each during the primary term. All payments or tenders of rental to the owner of the soll may be made by check or sight draft of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its successor bank) should
cease 10 exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason faill or refuse to accept rental, Lessee shall not be

held in default for fallure to make such payments or tenders of rental until thirty (30) days after the owner of the soill shall deliver to Lessee a proper
recordable Instrument naming another bank as agent to recelve such paymanls or tenders,

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees o pay or cause lo be paid one-half (1/2) of the royaity
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royaity o the
owner of the soil:

(A) OIL. Royalty payable on oll, which ls defined as including all hydrocarbons produced In a liquid form at the mouth of the well and also
as all condensate, distillate, and other liquid hydrocarbons recovered from oll or gas run through a separalor or other equipment, as hereinafter provided,
thﬁ"_pmdhmwuﬁﬂmuhmmw at the option of the owner of the soil or the Commissioner of the General Land
Office, such value lo be determined by 1) the highest posted price, plus premium, if any, offered or paid for oll, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest marksl price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever Is the greater. Lassee agreaes thal before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost lo the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be recovered. The requirement thal such gas be run through a separator or other equipment may be walved, in writing, by the royalty owners upon
such lerms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royaity on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances
| nol defined as oll in subparagraph (A) above, produced from any well on said land (axcept as provided herein with respect to gas processed in a plant
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5™ part of the gross production or the market value thereof, at the
option of the owner of the soll or the Commissioner of the General Land Office, such value to be based on the highes! markel price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.85 pounds per square inch absolute,
and the standard base lemperature shall be sixty (80) degrees Fahrenheit, correction 1o be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved mathod of testing being used by the industry at the time of testing,

(C)Pmmwmmwmhagaﬂuﬂuﬁw&mﬂﬂhhmdgﬂnwmm
thdllnm__ part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner
of the soll or the Commissioner of the General Land Office. All royallies due herein shall be based on one hundred parcent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty parcent (50%), or that percent accruing to Lessee, whichever is the
| greater, of the total plant production of liquid hydrocarbons atiributable to the gas produced from this lease; provided that if liquid hydrocarbons are
| recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affillate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing lo a third party processing gas through such plant under a processing
agreament negotiated at arm’s length (or If there is no such third party, the highest percent then being specified in processing agreements or contracts in d
the industry), whichever is the greater. The respective royaities on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market t
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue *
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. in no event, however, shall |
the royalties payable under this paragraph be less than the royaities which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whather sald gas be "casinghead,” "dry.” or any other gas, by fractionating, buming or any other processing shall be 1/5" pant of
the gross production of such products, or the markel value thereof, at the option of tha owner of the soil or the Commissioner of the General Land Office,
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the
greater.

5. MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, If this lease is maintained by production, the
royalties paid under this lease in no evenl shall be less than an amount equal to the total annual delay rental herein provided; otharwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royaities paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.

| , lrue and Corregl
v ——

copy ol

Original filed in

Reeves County
Clerks Office

—




Book 6&89reae 117

8. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al sny ime of from fime to fime, the owner of the soll or the
Commissloner of the Ganeral Land Office may, at the option of either, upon not less than sixty (60} days notice io the holder of the laasa, require that the
payment of any royaities accruing to such royalty ownar under this leasa be made In kind. The owner of the soil's or the Cominissioner of the General
Land Office's right to take Its royalty Ln kind shall not diminish or negate the owner of the soll's or the Commissioner of the General Land Office’s rights
or Lessea’s obligations, whether express or implied, under thig leasa.

7. NO DEDUCTIONS. Lesses agreea that sll royallies accruing undar this lease (including those pald In kind) shall ba without deduction for
the cost of producing, gathering, storing, separaling, treating, dehydraling, compressing, processing, transporting, and otherwisa making the oll, gas and
other products hereunder ready for sale o use. Lesses agrees lo compule and pay royallies on the gross vaiue recevad, Including any reimbursemaents
for saverance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royally shall ba payable on any gas as may represent this lessa's proportionate share of any fuel
used lo process gas produced hereurwier in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consant of
the owner of the soil and the Commissloner of the General Land Office, Lessss may recycls gas for gas (it purposes on the leased premises or for
injection into any oil or gas producing formation underying the leased premises after the liquid hydrocarbons contained In the gas have been removed;
no royaltles shall be payable on the recycled gas until i is produced and s0id or used by Lessas in & manner which snlitles the royally owners to #
royalty undar this leasa.

9. ROYALTY PAYMENTS AND REPORTS, All royalties not taken in kind shall ba paid to tha Commissionar of the Ganeral Land Office &l
Austin, Texas, In the following manner

Paymaent of royalty on productlon of oil and gas shall be as provided in the rules set forth In tha Texas Reglaster. Rules currentty provida that royalty on oll
! is due and must be received In tha General Lend Office on or before the 5th day of the second month succseding the month of production, and royalty
' on gas ls due end musi be receivad in tha Genaral Land Offica on or befora the 15th day of tha sscond month succesding the month of production,
' accompanied by the affidavit of the owner, manager of other authorized agent, completad In tha form and manner prescribed by the General Land Office
. and showing the gross amount and disposition of all oll and gas produced and the market value of the oll and gas, together with a copy of ail documents,
records or reports confimming tha gross production, disposition snd markel velus Including gas melsr readings, pipeline recelpts, gas Ine recelpts and
other chacks or memoranda of amount producad and put into pipelines, tanks, or pools and gas tines or gas storage, and any other reports or records
which the General Land Office may require to venify the gross production, disposition and market vaive. In all cases the authority of a manager or agant
1o act for the Lessea heraln must be filed in the Ganeral Land Office. Each royalty payment shall ba accompanled by a check stub, scheduls, summary
- or other remittance advice showing by the sssigned Ganeral Land Office lease number the amount of royalty baing paid on each lease. U Lesaes pays
his royalty on or before thirty (30) days afier the royallty paymant was due, then Lesses owes & panalty of 5% on the royaity or $25.00, whichever is
! graatar. A royalty payment which is over thirty (30) days lala shall accrue a penalty of 10% of tha royalty due or $25.00 whichever is graater, In addition
o 8 penalty, royallies shall accrue Interest at B rate of 12% per year; such Interest will begin to accrue when the royalty s sixty {(60) days overdua,
Affidavils and supporting documents which are not filed when dua shall Incur & penalty In an amount sst by the General Land Office sdministrativa rule
which Is effactive on the date whan tha affidavita or supporting documents wers dus, Tha Laesses shall bsar all responsibliity for paying or causing
. royatties 1o be pald as prescribed by the dus date provided herein. Payment of the delinquency penalty shall in no way cperate to prohibit the Stata's
i right of forfeiture as provided by law nor act 1o postpone tha date on which royaltias wers originally dua. The above panalty peovisions shall not apply in
i cases of titte dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to falr market value.

10, (A) RESERVES, CONTRACTS AKD OTHER RECORDS. Leasss shall annualty furnish the Commissioner of the Ganeral Land Office
with its best possible estimate of oll and gas reserves undertying this lease or allocable to this lease and shall furnish said Commissioner with toples of
all conlracts under which gas is sold or processed and all subsequent agreements and amendmaents to such contracts within thirty (30) days after
antering Into or making such contracts, agreements or amendmants. Such contracts and agreements when received by the General Land Office shall be !
held in confidence by the General Land Cffice unless otherwise suthorized by Lessee. All other contracts and mcords pertaining 10 the production, |
transportation, sale and marketing of the oll and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, '
tanks, pools, meters, and plpelinas shall at all imes ba subjact to Inspection and examination by the Commissioner of tha General Land Offica, the
Attomey General, tha Governor, or the representative of any of them,

—_— (B) PERMITS, DRILLING RECORD3S. Written nolice of all oparations on this leass shall be submitied to the Commissioner of the

General Land Office by Lassee or operator fve {5) days belore spud dale, workover, re-aniry, temporary abandonment or piug and abandonment of any

well or wells. Such written notice to the General Land Office shall include coples of Railroad Commission forms for appiication to drill. Coples of well

tests, completion reporta and plugging reports shall be supgplied to tha Ganeral Land Office st the time they asre fled with the Texas Rallroad

Commission, All applications, psrmits, reports or other filings that reference this lease or any spacific well on the leasad pramisas and thal are submitied

to the Texas Raliroad Commission or any other governmental agency shall include tha word “State” In the tile. Additionally, In sccordance with Rallroad

Commisslon nules, mny signage on the lnasad premises for the purpose of Identifying wealls, tank battares or other associaled dnprovements o the land ‘
must also include the word “Stals.” Lesses shall supply tha General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or i
other information relative o the operation of the abave-describad premises, which may be requested by tha Ganaral Land Office, in addition lo those .
hereln expressly provided for. Lessas shall have an alactrical and/or radioactivity survey made on the bore-hola saction, from the basa of the surface i
casing fo tha total depth of well, of all weils drillsd on the above dascribed premisas and shall ransmit a trus copy of the log of sach survey on aach well
to the General Land Office within fitteen (15) days after tha making of sald survey.

{C) PENALTIES. Lessea shall incur 8 penalty whenever feports, documants or other materials are not filed in the General |.and Office '
when due. The penalty for late filing shall be set by tha General Land Office administrative rule which is effective on the date when the materials were '
dué in the Genaral Land Office,

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the prmary lerm hereo! and prior to discovery and
production of oll or gas on said land, Lessee should drill a dry hole or holes thereon, or i during the primary term hersof and after tha discovery and
actual production of ol or gas from the leased premises such production thereof should ceasa rom any Causs, this leass shall not terminate f on or
bafore the expiration of sixty {80) days from date of compiation of sald dry hole o cessation of production Lessoe commences sdditional drilling or
reworking operations thareon, or pays of tenders tha next annual delay rentat in the sama mannar as provided in this lease, If, during tha last year of the
primary term O within sixty (B0) days prior thereta, & dry hols e completed and abandonad, or the pmduction of oll or gas should cease for any causa,
Lessee's rights shal! remain In full force and effect without further operations until the expiration of the primary larm; and ¥ Losses has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting sdditional drilling or rewocking

e e — —)

True and Correct -

copy of
N Onginal filed in
B ' . : Reeves County
ve o o ess  ege * Clerks Office
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| operations pursuant lo Paragraph 13, using the expiration of the primary term as the dale of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shul-in oll or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of compiletion of such shut-in oll or gas weil and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any lime thereafter a shut-in oll or gas wall is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereo,

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the expiration of the primary term, neither oll nor gas is being
produced on sald land, but Lessee Is then engaged In drilling or reworking operations thereon, this lease shall remain in force so long as operations on
sald well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmaniike manner without interruptions totaling more
than sixty (60) days during any one such operation, and if they result in the production of oll and/or gas, 8o long thersafier as oll and/or gas Is produced
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensalory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oll or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall nol terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmaniike manner without interruptions totaling more than sixty (80) days. if such driling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as oll or gas is produced from the leased premises in paying quantities or payment
of shut-in oil or gas well royaities or payment of compensatory royalties s made as provided herein or as provided by law. If the drilling or reworking
operations result In the completion of a well as a dry hole, the lease will nol terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days 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 operations in good faith and in 8 workmaniike manner without interruptions totaling more than sixty (80) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14, SHUT4N ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any lime after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oll or gas in paying quantities is located on the leased premises, but ol or gas is not being
produced for lack of suitable production facilities or lack of a sultable market, then Lessee may pay as a shut-in oil or gas royalty an amoun! equal to
double the annual rental provided in the lease, but not less than $1,.200 a year for sach well capable of producing ol or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases o produce oll or gas from the leased pramises, or (3) 80 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date Is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oll or gas royally is paid, the lease shall be considered o be a producing lease and the payment shall
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oll or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on of before the expiration of each shut-in year.

| 15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept in effect by payment of the shut-in oll or gas royalty, oll or gas is
sold and delivered In paying quantities from a well located within one thousand (1,000) feet of the leased premises and complated 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 oll or gas royaity shall cease, but
the laase shall remain effective for the remainder of the year for which the royalty has been paild. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is compleled in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soll, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or thal is compleled in the
same producing reservolr and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
Is an amount less than the annual shul-in oil or gas royaity, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest in accordance with Paragraph 9 of this
lease. None of these provisions will refleve Lessee of the obligation of reasonable development nor the obligation 1o drill offsel wells as provided in
Texas Natural Resources Coda 52.173; however, al the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensatory royaities can satisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a wall producing or capable of producing oil or
gas has been compleled on the leased premises, mmmwdwmdamwwwhmmmum
wells as may be reasonably necessary for the proper development of the leased premises and in markating the production thareon

(A) VERTICAL. In the event this leasa is in force and effect two (2) years after the expiration date of the primary or extended term it shall
then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oll well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hareof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuani o Texas Natural Resources Code 52.151-52,154, or (3) such greater or lesser number of acres as may then be allocaled for production
purposes 1o a proration unil for each such producing well under the rules and regulations of the Rallroad Commission of Texas, or any successor

| agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the

| applicable fleld rules are changed or the well or wells located thereon are reclassifiad so that less acreage is thereafter allocated o said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafler allocated to sald well or wells for production purposes.
Notwithstanding the termination of this lease as 1o a portion of the lands covered hereby, Lessee shall nevertheless continue 10 have the right of ingress
1o and egress from the lands still subject 1o this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereol (“the retained lands”), for
access lo and from the retained lands and for the gathering or transportation of oll, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the avent this lease Is In force and effect two (2) years after the expiration date of the primary or extended term it
shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafier “deeper depths”) in each well located on acreage retained
In Paragraph 18 (A) above, unless on or before two (2) years aftar the primary or extended term Lessee pays an amount equal to one-half (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 herecf). If such amount is paid, this lease shall be in force and effect as to
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such deeper depths, and sald termination shall ba delayed for an additional period of two (2) years and so long thereafter as oll or gas is produced in
paying quantities from such deeper depths covered by this lease

.

(C) IDENTIFICATION AND FILING, The surface acreage retained hereunder as lo each well shall, as nearly as practical, be in the form of

a square with the well localed In the center thereol, or such olher shape as may be approved by the Commissioner of the General Land Office. Within

thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory

legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General

Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee lails or refuses

10 execute and record such release or releases within ninety (90) days afler being requested lo do so by the General Land Office, then the

Commissioner at his sole discretion may designate by wrilten instrument the acreage and/or depths to be released hereunder and record such

p— Instrument al Lessee's expense in the county or counties where the lease is located and In the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or 1o be paid, under this lease shall relleve Lessee of his obligation
o protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of
ol and gas from the leased premises. In addition, if oll and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises,
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or welis or the
well or wells compleled within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensalory royaity under applicable statutory
parameters satisfy the obligation to drill an offsel well or wells required under this paragraph.

18, FORCE MAJEURE. If, afler a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,

from conducting drilling operations on the leased premises, or from producing oll or gas from the leased premises by reason of war, rebellion, riots,

L sirikes, acts of God, or any valid order, rule or regulation of government authority, then while so preveniad, Lessee's obligation lo comply with such

‘ covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be

exiended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased

‘ premises. However, nothing In this paragraph shall suspend the paymant of delay rentals In order to maintain this lease in effect during the prmary term
. in the absence of such drilling or reworking operations or production of oll or ges.

19. WARRANTY CLAUSE. The owner of the soll warrants and agrees to defend title to the leased premises. If the owner of the soll defaults
In payments owed on the leased premises, then Lessee may redeam the rights of the owner of the soil in the leased premises by paying any morigage, |
taxes or other liens on the leased premises. If Lessee makes payments on behalfl of the owner of the soll under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soll

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface estate in the above 1

described land, whether or not Lessea’s interest is specified herein, then the royalties and rental herein provided to be paid 1o the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable 1o any undivided
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable 1o the undivided inlerest nol leased an amount less
than the value of one-sixteenth (1/18) of such gross production

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
- of a pooled unit that has been approved by the School Land Board and the owner of the soll in accordance with Natural Resources Code Sections
52.151-52.154, or If, al any time after the expiration of the primary lerm or the extended term, this lease covers a lesser number of acres than the total
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according 1o the number of acres pooled, released,
surendered, or otherwise severed, so thal payments determined 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 boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right 1o use waler produced on sald land necessary for operations under this lease except water
from wells or tanks of the ownaer of the soll; provided, however, Lessee shall not use potable water or water sultable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soll.

22. AUTHORIZED DAMAGES. Lessee shall pay ihe owner of the soil for damages caused by its operations 1o all personal property,
Iimprovements, livestock and crops on sald land.

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

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on sald premises without
the written consent of the owner of the soll.
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25. POLLUTION. In developing this area, Lessee shail use the highest degree of care and all proper safeguards to prevent poliution. Without
limiting the foregoing, pollution of coastal wetiands, natural walerways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient to prevent spillage, seepage or ground water contamination. in the event of poliution, Lessee shall use all means at its disposal o
| recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall bulld and
[ maintain fences around its slush, sump, and drainage pits and tank batteries s0 as lo protect livestock against loss, damage or Injury, and upon
\ completion or abandonment of any well or wells, Lessee shall fill and level all siush pits and cellars and completely clean up the drilling site of all rubbish
| thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
| and upon completion of operations shall restore the surface of the land 1o as near its original condition and contours as is practicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed
by Lessee on the lsased premises, including the right o drew and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soll grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing ofl and gas in paying quantities, Additionally, Lessee may not draw and remove casing until afer thirty (30) days written
notice to the Commissioner of the General Land Office and 1o the owner of the soil. The owner of the soll shall become the owner of any machinery,
fixtures, or casing which are nol imely removed by Lesses under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 28 of this lease, the rights and estates of either
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend 10 and be binding upon their heirs, devisees, legal
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not eniarge the obligations of
Lessee, diminish the rights, privileges and estates of Lesses, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royaities shall bind Lessee for any purpose until thirty (30) days
ahter the owner of the soil (or his heirs, devisees, legal representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change
in ownership, including the original recorded muniments of litle (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, 1o the extent of the interest assigned, relleve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned In its entirety as lo only part of the acreage, the right and option to pay rentals shall be apportioned
88 between the several owners ratably, according 1o the area of sach, and fallure by one or more of them lo pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or lendered; however, If the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall lerminate for fallure 10 pay the entire rental
due under Paragraph 3. Every assignee shall succeed 1o all rights and be subject 1o all obligations, liabilities, and penalties owed 1o the State by the
original lessee or any prior assignee of the lease, including any liabilities 10 the State for unpaid royalties.

(8) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a). If the owner of the soil acquires this lease in whole or
in part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignmaent
and the agency power of the owner may be forfeited by the Commissionar. An assignment will be treated as If it were made lo the owner of the sl if the
assignee Is.

(1) a nominee of the owner of the soll;

(2) & corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;
(3) & partnership in which the owner of the soll is a partner or s an employee of such a partnership,

(4) a principal stockholder or employee of the corporation which is the owner of the soll;

(5) a partner or employee In a parinership which ls the owner of the soil.

(6) a fiduciary for the owner of the soll; including but not limited 10 a guardian, rustee, executor, sdministrator, receiver, or conservator for the
owner of the soll; or

(7) & family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption

28. RELEASES. Under the conditions contasined in this paragraph and Paragraph 20, Lesses may at any time execute and deliver 1o the

owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as

to such portion or portions, and be relleved of all subsequent obligations as lo acreage surmendered. If any parn of this lease is property surrendered, the

delay rental due under this lease shall be reduced by the proportion thal the surrendered acreage bears o the acreage which was covered by this lease

immaediately prior to such surrender; however, such release will not relleve Lesses of any liabilities which may have accrued under this lease prior to the
der of such acreag

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be
recorded in the county where the land is situated, and the recorded Instrument, or a copy of the recorded instrument certified by the County Clerk of the
county in which the instrument is recorded, must be fled in the General Land Office within 80 days of the last execution date sccompanied by the
prescribed filing fee. If any such assignment is nol so filed, the rights acquired under this lease shall be subject to forfeiture al the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument,
including the statement of the true consideration o be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreements concerning the development of ol and gas from the leased premises which are nol contained in this lease render this lease invalid.

31. FIDUCIARY DUTY. The owner of the soll owes the State a fiduciary duty and must fully disclose any facts affecting the State’s interest in
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's
Interests belore his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse 1o make the payment of any sum within thirty days after it becomes due, or If Lesses or an
authorized agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fall or refuse to drill any
offset well or weils in good faith as required by law and the rules and regulations adopted by the Commissionar of the General Land Office, or if Lessee
should fail 1o file reports in the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or
an authorized agent should knowingly fall or refuse to give comrect information to the proper authority, or knowingly fall or refuse 1o furnish the General
Land Office a correct log of any well, or If Lessee shall knowingly violate any of the material provisions of this lease, or If this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfelled the area shall again be
subject lo lease under the terms of the Relinquishment Act. However, nothing herein shall be consirued as waiving the automatic lermination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of ancther intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopled relative herelo,

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oll and gas produced from the
area covered by this lease to secure payment of all unpaid royaity and other sums of money thal may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition 1o the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessea from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements 1o the
leased premises used In connection with the production or processing of such leased minerals in order o secure the payment of all royallies or other
amounts due of 10 bacome due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreciosed with or withoul court proceedings in
the manner provided in the Title 1, Chap. 8 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee lo
execule and record such instruments as may be reasonably necessary 1o acknowledge, attach or parfect this llen. Lessee hereby represents thal there
are no prior or superior llens arising from and relating to Lessee’s activities upon the above-described property or from Lessee’s acquisition of this lease.
Should the Commissioner al any time delermine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right 1o 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 ol or gas or sither of them upon the same lerms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the Stale under this lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52.152.

35, INDEMNITY, Lessee hereby releases and discharges the State ol Texas and the owner of the soil, their officers, amployees, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, Iincluding environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and
expenses which are caused by the aclivities of Lesses, its officers, employees, and agents arising out o, incidental to, or resulling from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the lerms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees 1o be liable for, exonerate, indemnify,
defend and hold harmiess the State of Texas and the owner of the soil, their officers, employees and agents, thelr 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 lorl, contract, or sirict liability, including attorneys’ fees and other legal expenses, including those relaled 1o
environmental hazards, on the leased premises or in any way related to Lessee’s fallure 1o comply with any and all environmental laws: those arising
from or in any way related lo Lessee’s operations 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 those that may arise out of or be oocasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontraciors, guests, invilees, and their
respeclive successors and assigns. Each assignee of this Agreement, or an interest therein, agrees o be liable for, nonorab Indemnify, defend and
hold harmiess the Stale of Texas and the owner of the soll, their officers, employses, and agents in the same above in ction with
the activities of Lessee, its officers, employees, and agents as described above. ucmummmamsuvmomuor
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards o prevent contamination or
poliution of any environmental medium, including soll, surface walers, groundwaler, sediments, and surface or subsurface strata, ambilent air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollulant, or contaminant. Lessee shall not bring or permil to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term "Hazardous Substance” 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
ordinary products commonly used in connection with oll and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly
known as the Relinquishment Act, and other applicable statules and amendments thereto, and If any provision in this lease does nol conform to these
statutes, the statules will prevail over any nonconforming lease provisions
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38, EXECUTION. This ol and gas lease must be signed and acknowledged by the Lesses befora it is filed of record in the county records snd
in the Ganeral Land Offica of the Stale of Texas. Once the fling requiremants found in Paragraph 39 of this lease have been satisfiad, the effective date
of this lensae shall be the date found on Paga 1,

39. LEASE FILING. Pursuani to Chapter 2 of the Texas Business and Commerce Code, this lease must ba filed of record in the office of the I
County Clerk in any county In which all or any part of the Jeasad premises is located, and certified coples thareof must be filed In the Genersl Land
Offics. This lasse ls not effective untll & certiflad copy of this leasa {which is made and certified by the County Clerk from his records) Is filed In the
General Land Office in sccordance with Texas Natural Resources Coda 52.183. Additionally, this lease shsll not ba binding upon the State unless k
recitas the actusl and true conaldaralion pald or promisad for execullon of this leass, The bonus dua the State and the prescribed filing fes shall
accompany such cartifled copy to the General Land Cffica.
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STATE OF /lé-*m (CORPORATION ACKNOWLEDGMENT)

COUNTY OF u&_é
BEFORE ME, the undersigned authority, on this day personally appeared _h‘?_“cs_\}lo H‘u\ﬂ'r

known 1o me 1o be the person whose name is subscribad to the foregoing instruments as Y1¢S { 4.0 n
of Petro-Hunt, LLC and acknowledged 10 ma that he
executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Given under my hand and seal of office ydmﬁm‘_. 200&.

Notary Pustc n ans o the. SAOHE of TRXGS

(INDIVIDUAL ACKNOWLEDGMENT)

STATEOF _CAWIFO RNIA
COUNTYOF _L.0S ANGELRS

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

4
L=
i.nownIom‘wmmpuwrfwhouw”wmalumnwml.amwmmml execuled the same for the
purposes and consideration therein expressed

Given under my hand and sesl of office tus the (¥ 2 _ dayol __OCTOBRR 200%
C-ﬂvr-m'w

M D NRELL

CALFORPMIRA
(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF

COUNTY OF

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

known to me 10 be the persons whose names are subscribed lo the foregoing instrument, and acknowledged lo me that they executed the same for the
purposes and consideralion therein expressed

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

Notary Public in and for

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known 10 me 1o be the persons whose names are subscribed 1o the foregoing instrument, and acknowledged 1o me that they executed the same for the
purposes and consideration therein expressed

Given under my hand and seal of office this the day of 20
Notary Public in and for
——
~ ST M PROVIBON HEREW WG RESTRIETS T SALL il
| RENTAL,
| )& OR USE I THE DESCRIGED REAL PROPERTY BECAUSE OF COLOR
- a.lm.m_m

i FILE W0._3)17
FILED om TEE LSTH DAY OF DECEMBER A.D. 2004 AT 2:43 P m.
DULY on THE DAY OF A.D. 2004 AT ]]1:00 A M.

by: ) . ey DIAMNE O. FLOREZ, COUNTY CLERK
~ REEVES COUNTY, TEXAS

: True and Correct
‘ copy of
Original filed in
oo by e’V Reeves County
LT Ya_ E, S o erks Office
- i ' . E
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS
COUNTY OF REEVES

The above and foregoing is a full, rue and correct photographic copy of the

original record naw in my lawful custedy and possession, as the gaggis
filed/recorded in the pubh‘f iegords of my office, found in VOL

PaGE_ 115 THRU
I hereby cerified on 12/27 ZUOL
DIANNE O. FLOREZ, COUNTY CLERK

j REEVE NTY, TEX
- BY e DEPUTY
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TEXAS GENERAL LLAND OFFICE

JERRY PATTERSON, COMMISSIONER

March 31, 2005

Doug Ferguson
P.O. Box 432
Midland, Texas 79702

Re:  RELINQUISHMENT ACT LEASE No. M-104525
1,600.00 acres out of Sec. 4, 10 & 11, Blk. 59, PSL Survey
Reeves County, Texas

Dear Mr. Ferguson:

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under mineral file number M-104525. Please refer to this number
in all future correspondence concerning the lease.

Your remittance of $120,125.00, has been applied as the state's portion of the cash bonus
$120,000.00, along with a processing and filing fee in the amount of $125.00. Please let me know if
you should have any questions.

Sincerely,

-SI_)/M péilﬁ \
Drew Reid 1 viag —
Minerals Leasing
Energy Resources
(512) 475-1534

MS/DR

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 * 800-998-4GLO

www.glo.state.tx.us
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

June 10, 2005

1, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, do hereby certify that the
papers, records, and documents of said office show;

That on March 21, 1908, Section 4, Block 59, Public School Land Survey, 640 acres in Reeves County was
awarded to J. K. Blackard on his application filed in the Texas General Land Office on March 16, 1908, in
School File 101670, and which application was filed to purchase said land under the provisions of Chapter 47,
Act of 1895, and Chapter 129, Act of May 19, 1897, and the Acts approved April 19, 1901, April 15, 1905, and
May 16, 1907, as an actual bona fide settler on, said tract applied for having been classified as minerals and
grazing;

That on February 24, 1921, A.M. Randolph, County Surveyor of Reeves County, surveyed 640 acres in
Reeves County for Public School Land, and compiled field notes thereon, designating it as Section 4, Block 59,
which field notes were recorded in Book 3, Page 203, Surveyor's Records, Reeves County, and were filed in
the Texas General Land Office on February 28, 1921, in School File 101670, marked correct on map for 640
acres on March 3, 1921, and are endorsed as patented on March 30, 1921;

That the old file wrapper for School File 101670 is endorsed: “Land Forfeited (stamped — Dec 30 1915),"
“Reinstated 5/15/1916,” “Correct on map of Reeves Co. 3/3/1921 (signed) JW Hawkins,” “Paid in full for
640 acres, 3-24-1921 (signed) H.P.Atkinson,” “Patent Orig with Min Res, 3/25/21 (signed) Hutchins,"”
“Patented March 30, 1921, No. 460-Vol. 10-A (signed) A. Pierson;”

That the new file wrapper for School File 101670 is endorsed: “sold as M & G,” “Patented March 30,
1921, No 460, Vol 10a,” refers to “M-92615" and “M-82256;"

o e oo ok kR

That on April 15, 1980, Kenneth L. Gilchrist and Continental Illinois National Bank and Trust Company of
Chicago, as trustee under the last will and testament of U.G. Orendorff, individually, and as agent for the
State of Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease, covering All of
Section Four (4), Block Fifty-nine (59), Public School Land Survey, 640 acres in Reeves County, to Bill N.
Prewitt, for a primary term of Five (5) years, with a cash bonus of $24,000.00, and an annual delay rental of
$0.50 per acre, with like amounts payable each to landowner and State, and a royalty of three-sixteenths
(3/16), one-half payable each to landowner and State, and a certified copy of said lease was filed in the
Texas General Land Office on February 5, 1980, in Mineral File M-82256;

That the file wrapper for Mineral File M-82256 is endorsed: “EXPIRED (stamped);”

LR LS Lt Ll

That on June 24, 1987, by and between “The Undersigned Acting in the Capacities Stated Below,” and Garry
Mauro, Commissioner of the Texas General Land Office, executed and delivered State Sulphur Mining Lease
M-92615, covering “all of Sections 4 and 10 and the West One-Half (W/2) of Section 11, Block 59, Public
School Land Survey, Reeves County, Texas" to TEXASGULF MINERALS AND METALS, INC,, for a cash
bonus of $72,000.00, with a primary term of FIVE (5) years, an annual rental of $8,000.00, and a royalty to the
State of 60% of the gross production of sulphur from the tract, and a certified copy of said lease was filed in the
Texas General Land Office on August 27, 1987, in Mineral File M-92615;

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 = Austin, Texas 78711-2873
512-463-5001 * 800-998-4GLO

www.glo.state. tx.us




Clay Johnson.
June 10, 2005
Page2of 2

That the file wrapper for Mineral File M-92615 is endorsed: “Released;”

LEE LR L

That on December 15, 2003, Jud O. Roberts, Trustee of the Jud O. Roberts Living Trust, and as agent for
the State of Texas, executed and delivered a Paid Up State Relinquishment Act Oil & Gas Lease, covering
the North Half (N/2) of Section 4, Block 59, Public School Land Survey, 320 acres in Reeves County, to
Pure Resources, L.P., for a primary term of three (3) years, with a cash bonus of $8,320.00, with like
amounts payable each to landowner and State, and a royalty of three-sixteenths (3/16), one-half payable
each to landowner and State, and a certified copy of said lease was filed in the Texas General Land Office
on March §, 2004, in Mineral File M-103820;

PP

That on October 5, 2004, Jud O. Roberts, Individually & as Trustee of the Jud O. Roberts Living Trust, and
as agent for the State of Texas, executed and delivered a State Relinquishment Act Oil & Gas Lease,
covering the South-Half (5/2) of Section 4 & All of Sections 10 & 11, Block 59, Public School Land
Survey, 1,600.00 acres in Reeves County, to Petro-Hunt, L.L.C., for a primary term of three (3) years, with
a cash bonus of $120,000.00, and an annual delay rental of $80(.00, with like amounts payable each to
landowner and State, and a royalty of one-fifth (1/5), one-half payable each to landowner and State, and a
certified copy of said lease was filed in the Texas General Land Office on January 18, 2005, in Mineral File
M-104525;

EESZEEL L L

IN TESTIMONY WHEREQF, [ hereto set my hand and seal of said office the first date above written.

&

ERRY H PATTERSON
OMMISSIONER OF THE GENERAL LAND OFFICE

JEF/WT

Name Clay Johnson ¢/o Mary Kay Brasuel

Street Address 203 West Wall, Suite 202

City and State Midland, Texas 79701

Fee: $100.00

Register No. 26676

Dicta No. 2005-22

Files: SCH-101670, M-92615; M-82656; M-104525; M-103820

Dicta Number 2005-22
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[ .
Jerry E. Patterson, Commissioner

By




PAYEL: DETACH THIS PORTION BEFORE CASHING CHECK - o : -

PETRO-HUNT, L.L.C. / Bank One, N.A. 1 of 1
1601 Elm Street, Suite 3400 Jefferson County i
’ " Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640

OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE Sep-09-2005 7003543 $800.00

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 09/09/0% CHECK NO 7003543

118%1017609 JUD O ROBERTS LIVING TRUST

RENTAL PERIOD
LEASE DATE  MONTHS FROM TO FILE ID
10/05/04 12 10/05/05 10/05/06 68350-0004

PAYMENT AMOUNT 800.00
ses* PAYMENT TYPE **** DELAY RENTAL #****
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 800.00
OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVE RM 600
AUSTIN, TEXAS 78701

S8N/TAX 1D /;
RECORDED BOOK 689 PAGE 115 ENTRY
PROSPECT N W TOYAH PROSPECT

COUNTY/PARISH REEVES STATE TX
TRACT NO 18731

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 59, PUBLIC

SCHOOL LAND SURVEY SEC. 47 5/2 SEC.

10: ALL SEC. 11: ALL BEING 1600.00

ACRES MORE OR LESS

M- pd 525

. .

. o%. I o
L L .. . ..
o 1 e 8 0
avs % o & .
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Dmc/Filcd:

ry E. Patterson, Commissioner
By /

704605




PAYEE: DETACH THIS PORTION BEFORE CASHIN\G;HECK

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A. Poce 1 of 1
1601 EIm Street, Suite 3400 Jefferson County R
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 Port Arthur, Texas 77640
OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT |
TEXAS GENERAL LAND OFFICE

Sep-11-2006 7005042 $800.00 l

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME

DATE 09/11/06 CHECK NO 7005042
118*1017609 JUD © ROBERTS LIVING TRUST
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
10/05/04 12 10/05/06 10/05/07 6B83150-0004
PAYMENT AMOUNT B00.00
ssss PAYMENT TYPE **** DELAY RENTAL w®eev
BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT
OWNER # 58207

800.00
TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701

RECORDED BOOK 689 PAGE 115
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES

STATE TX )
TRACT NO 18731 ’7 _
LEGAL DESCRIPTION \ [ . i
REEVES COUNTY TEXAS BLOCK 59, PUBLIC

ENTRY

j - e )wrj
SCHOOL. LAND SURVEY SEC, 4: S8/2 SEC. 1 (7p) ,Jb
10: ALL SEC. 11; ALL BEING 1600.00

> i Lj:
ACRES MORE OR LESS { ° 9% 2

NF= s S5




/i L S525
RENTIACPAYMENT
Date Filed: 7’//&,:/0&

lerty E. Patterson, ( ‘ommissioner

o 48
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