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RAL REVIEW SHEET

Transaction 4548 Geologist: R. Widmayer
Lessor Armstrong, Fred P. and wife Ingrid U. Armstrong Lease Date: 2/8/2005 Uk
| esson: Petro-Hunt LLC Acras: 560
LEASE DESCRIPTION
County Base File No  Part Sec. Block Twp Survey Abst#
REEVES ECIP A 137098 v All except W/2 NW/4 43 58 00 PUBLIC SCHOOL LAND 4390
Y c—
TERMS OFFERED TERMS
Primary Term: 3 years Primary Term 3 years
Bonus/Acre: $150.00 Bonus/Acre $150.00
Rental/Acre: $1.00 Rental/Acre $1.00
Royalty: 15 Royalty 1/5
COMPARISONS
MF # Lesses Date Term  Bonus/Ac.  Rental/Ac.  Royalty  Distance
Last Lease
f-’.i.;d'...—._ Pedvo - Hun i 10/32 / v f .90 | ¢ ) / & | Adjacent North
Comments:
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\ RELINQUISHMENT ACT LEASE APPLICATION

‘ Texas General Land Office Jerry Patterson, Commissioner

TO: Jerry Patterson, Commissioner DATE:  16-Mar-05
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
R 2! ; 2 -~
Recommended: (4 (5 Date: S:-/6o-

| Not Recommended:

Comments:

/ﬁcase Form
Recommended: @_a& Date: 2 / 22/08

Not Recommended:

Comments:

i, “
Matt Edling, Deputy Commissioner Date: . ')I/cli /U S

Recommended: \[\/\,L, [

Not Recommended:

Bill Warnick, General Counsel Date: r/'r// '7;: é"J/
Recommended: Z ‘&&Z | /

Not Recommendéd:

Larry Laine, Chief Clerk pue: I (Eler
Approved:

Not Approved:
/a0 AP OS

Jerry Patterson, Comupissioner Date:

Approvc‘ g _
Not App




Date Filed: Q)
Jes / E. P3 erson,/Commissioner

By .
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TEL: 214-880-8400
Fax: 214-880-7101

1601 ELM STREET, STE 3400
THANKSGIVING TOWER
DarLras, TExas 75201-7201

June 2, 2005

State of Texas General Land Office
1700 N. Congress Avenue, Room 600
Austin, Texas, 78701.

Attn: Mr. Drew Reid

Gentlemen:
Enclosed please find Petro-Hunt, L.L.C.’s check in the amount of $88,646.25 as payment for one-half of

the bonus consideration due for thirteen Relinquishment Act leases taken in Reeves County, Texas and as payment
for appropriate filing fees. A breakdown of payment for each lease is as follows:

Elmore Family Partnership, L.L.C. 09/22/04 311,915.00- Lease Bonus \04;..5' ‘;‘7
PSL Block 71  Section 3: S ¥ 325.00- Filing Fee

Section 26: S 4
Section 33: NW W, W ¥ NE ¥4, N 2 SW.

Jane Covington Drake 10/20/04 $2,818.75- Lease Bonus -~ } o418

PSL Block 58  Section 42 $25.00- Filing Fee

Ted Michael Covington 10/20/04 52,818.75- Lease Bonus ~ \ue4™ §
PSL Block 58  Section 42 $25.00- Filing Fee

Ann Covington Henderson 10/20/04 $2,818.75- Lease Bonus ~ (o411 8
PSL Block 58  Section 42 $25.00- Filing Fee

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 39,750.00- Lease Bonus

PSL Block 58 Section 21: SW $25.00- Filing Fee

Fred P. Armstrone et ux Ingrid U. Armstrong 02/08/05 £1,500.00- Lease Bonus

PSL Block 58 Section 29: SW NW $25.00- Filing Fee

Fred P, Armstrong et ux Ingrid U. Armstrong 02/08/05 $4,000.00- Lease Bonus

PSL Block 58  Section 30: S % SW $25.00- Filing Fee

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 $3,000.00- Lease Borus \0 G 286

PSL Block 58  Section 36: S 80 acres $25.00- Filing Fee



-

1601 ErMm STREET, STE 3400
THANKSGIVING TOWER
DaLras, Texas 75201-7201

Fred P. Armstrong et ux Ingrid U, Armstrong
PSL Block 58  Section 41: SE pt
Section 44; NE pt

Fred P, Armstrong et ux Ingrid U, Armstrong
PSL Block 58  Section 45: E Y4

Steve F. Armstrong et ux Barbara R. Armstrong
PSL Block 58  Section 29: SW NW

Steve F. Armstrong et ux Barbara R, Armstrong
PSL Block 58  Section 21: SW

02/08/05

02/08/05

02/08/05

02/08/05

02/08/05

TeL: 214-880-8400
Fax: 214-880-7101

$3,450.00- Lease Bonus
$25.00- Filing Fee

$28,000.00- Lease Bonus |05 2% g\
$25.00- Filing Fee

$16,000.00- Lease Bonus ] 0s2 3-—’
$25.00- Filing Fee

$1,500.00- Lease Bonus
$25.00- Filing Fee

$750.00- Lease Bonus
$25.00- Filing Fee

A certified copy of each of the thirteen leases is also enclosed. If you have any questions please give me a

call at 214-880-8493.

Yours very truly,

10 Wsom (A peine

William A. Hearne
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FILE #1762

General Land Office
Relinquishment Act Leass Form
Revised, September 1997

E TIA Mib L\?
NOTI OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATU PERSON, YOU MA
St On SR Y e o o SR AN R TR SRy

R RIVER'S

Austin, Texas

| — ——

OIL AND GAS LEASE

THIS AGREEMENT Is made and entered into this Bth day of February 2005, between the State of Texas, acting by
and through its agent, Frad P. Armstrong and wife, Inarid U. Armsirong, of 4803 103" Street, Lubbock, TX 79424

(Give Parmanani Address)

sald agent herein refarred to as the owner of the soll (whether one or mora), and Petro-Hunt LLC

of 1801 Eim Streel, Sulte 3400, Dallas, TX 75201-7201 hereinafter called Lessee

(Give Permanent Address )

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements (o be paid, kept and
performed by Lesses under this lease, the State of Texas acting by and through the owner of the soll, hereby grants, isases and lets unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and bullding power
stations, lelaphone lines and other structures thereon, to produce, save, take care of, treal and ransport said products of the leass, the following lands
situated in Regves Counly, State of Texas, lo-wit:

Al of Section 43, less the West Hall of the Northwes! Quarter (W/2 NW/4), Block 58, Public School Land Survey
containing 560.00 acres, more or less. The bonus consideration paid for this lease is as foliows

To the State of Texas: Twenty eight thousand and no/100

Dollars ($ 28,000,00 N )
To the owner of the soil: Twenty eight thousand and ne/100

Dollars ($ 28.000.00 S |

Total bonus consideration:  Fifty gix thousand and no/100
Doltars ($ 56.000.00 )

The total bonus consideration pald represents a bonus of One hundred fifty and no/100
Doltars ($ 150,00 ) peracre, on 373,33 nat acres

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Three (3) years from
Ihis date (hersin called “primary torm™) and as long thereafter as oil and gas, or either of them, is produced In paying quantities from sald land. As used
In this lease, the lerm “produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pockel operational expenses for the six months last past

3. DELAY RENTALS. If no well is commenced on the leased premises on or befors one (1) year from this date, this lsasa shall lerminate,
unless on or before such anniversary date Lessee shall pay or tender 10 the owner of the soil or to his credit in the _

s . .e . |
L] . L] . @ \
. . ' .. '
“ e s 8 s 0 . ee N
... .. . s
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Bank, at r
of its successors (which shall continue as the depository regardiess of changes in the ownership of said land), the amount specified below, in addition,
Lessee shall pay o tender Lo the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
of belore sald dale. Payments under this paragraph shall operate as a rental and shall cover tha privilege of deferring the commencement of a well for
ona (1) year from said date. Payments under this paragraph shall be In the loliowing amounts
To the owner of the soll. One hundred eighty six and 66/100
Dollars ($ 186,66 )
To the Stale of Texas: One hundred eighty six and 66/100
Dollars ($ 18666 )
Total Delay Rental: Three hundred seventy three and 33/100
Dollars (§ 373.33 )

iIn a like mannar and upon like payments or lenders annually, the commencemant of a well may be lurther deferred for successive periods ol one (1)
year each during the primary term, All payments or lenders of rental 1o the owner of the soll may be made by check or sight dralt of Lessee, or any
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designaled in this paragraph (or its successor bank) should
cease 10 exisl, suspend business, liquidate, fall or be succesded by another bank, or for any reason fall or refuse o accepl rental, Lessee shall not be
held in default for fallure 10 make such payments or lenders of rental until thirty (30) days alier the owner of the soil shall deliver lo Lessee o proper
recordable instrument naming another bank as agent 10 receive such payments of lenders

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lessee agrees o pay or cause |0 be paid one-hall (1/2) of the royalty
provided for in this lease 10 the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-hall (1/2) ol such royalty 1o the
owner of the soll:

{A) OIL. Royalty payable on oil, which is defined as Including all hydrocarbons produced in a liquid form at the mouth of the well and also
as all condensate, distilate, and other liquid hydrocarbons recovered from oil or gas run through a separator of olher equipr , a8 hereinafter provided,
shall be 1/5" part of the gross production of the market value thereol, at the option of the owner of the scil or the Commissioner of the General Land
Office, such value 1o be determined by 1) the highes! posted price, plus premium, if any, offered or paid for oil, condensate, distillale, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highes! market price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereol, whichever is the greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost 10 the royally owners through an adequate oil
and gas separator of conventional type, or other equipment at leas! as efficiert, 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 waived, in writing, by the royally owners upon
such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances
not defined as oil in subparagraph (A) above, produced from any well on sald land (except as provided herein with respect 1o gas processed in a plant
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 158" part of the gross production of the market value thereol, at the option
of the owner of the soil or the Comnissioner of the General Land Office, such value 10 be based on the highest market price paid or offered for gas of
comparable quality in the general area where produced and when run, or the gross price pald or offered 1o the producer, whichever (s the greater,
provided that the maximum pressure base in measuring the gas under this lease shall not al any lime exceed 14.65 pounds per square Inch absolute,
and the jord base temp shall be sixty (60) degrees Fahrenheil, correction (o be made for pressure according to Boyle's Law, and for specific
gravity according to tests mada by the Balance Method or by the most approved method of testing being used by the industry at the tme of testing

(C) PROCESSED GAS. Royally on any gas processed in a gasoline plant or other plant for the recovery ol gasoline or other liquid
hydrocarbons shall be 1/5" part of the residue gas and the liquid hydrocarbons exiracled of the markel value thereol, al the option of the owner of the
soil or the Commissioner of the General Land Office. Ali royalties due herein shall be based on one hundred percent (100%) of the total plant production
of residue gas allributable 1o gas produced from this lease, and on filty percent (50%), or thal percent accruing to Lessee, whichever s the greater, of
the lotal plant production of liquid hydrocarbons atiributable lo the gas produced from this lease; provided that if liquid hydrocarbons are recovered from
gas processed in a plant in which Lessee (or ils parent, subsidiary or alfiliate) owns an interest, then the percentage applicable 1o liquid hydrocarbons
MboMlywmum)unnmlwmnchnglnlMpmymmgguuvmm:mplm:mam:hgwmmncgoulad
8l arm's length (or If there Is no such third party, the highest percenl then being specified In pre i 1s In the Industry),
whichever |s the greater. Tht-mﬂwrwdﬂummmloﬂuﬁmlqwhy&wwmd-mw1}hugrutmutpno-pddot
olhrodluwgulorﬂquldM}dmwhhmduuaﬂhwmmuMhmmw(umﬂ
weighted average gross selling price for the respective grades of liquid hyd hever is the g In no event, however, shall ihe royalties
wymmmmh“mhm%mﬂhww”whpmmww

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured rom ges (excepling liquid
hydrocarbons) whather sald gas be “casinghead,” "dry” or any other gas, by fractionating, burning or any other processing shall be 1/5” par of the gross
production of such products, or the market value thereof, at the option of the owner of the soll or the Commissioner of the General Land Office, such
marke! value 10 be determined as foliows: 1) on the basis of the highest marke! 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 after the expiration of the primary term of this lease. if this lease is maintained by production, the
royalties paid under Ihis lease in no event shall be less than an amount equal to the total annual delay rental herein provided, otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease @ sum equal to the total annual rental less the
amount ol royalties pald during the preceding year. Il Paragraph 3 of this lease does nol specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amounl shall be one dollar ($1.00) per acre

6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, al any time or from time lo lime, the owner of the soll or the
Commissioner of the General Land Office may, at the option of elther, upon not less than sixty (60) days notice 1o the holder of the lease, require that the
paymenl ol any royalties accruing o such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General

ﬂ\ True and Correct
._-’,‘ ,‘; ‘ (--L';.pv 0’
Original filed in
Reeves County
C e fkb Oﬂu.e
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Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissianer of the General Land Office’s rights
or Lessea's obligations, whether express or Implied, under this lease

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lummlomnwammmﬂuum!mwmtvdwrw,mmmymmm
for severance taxes and production related costs

8 PLANTFUELANDR!CYCLEBGAS.Mmmhmmmwwnmywmmm‘spmmﬂmdmw
used lo process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject 10 the written consent of
the owner of the soll and the Commissioner of the General Land Office, Lessee may recycla gas for gas (it purposes on the leased premises or for
ltiucﬂmhhmolorpnwndudnghmuﬂonmd«fyhgmmwmmummmmmhhwmﬁmm,
nomyaanbtp-ynu.m!h-mcyuodquwﬂuhmmdlm-ddmmwmmhlmmmmwhﬂnm-mrdrymml
royalty under this lease

9. ROYALTY PAYMENTS AND REPORTS. All royalties not laken in kind shall ba paid to the Commissicnar of the General Land Office at
Austin, Texas, in the following manner:

PmmldmynﬂymmnducﬂmofuﬂmwmmumuadhlhomutbnhhimTnmRoqutor‘ﬁmcmmymﬂdomuuydrymnﬂ
nuunmmwb.Whm&mtmom«mmmmmmdmmmmmemmdmm.mm
mmhmmmhmhmﬂmemﬂmuhlmwSMhdehmmwcmdlnghmmolmodum
Wmhvmmmdnwmr.mnnagaronmhovMmmw.mualwmlm!mmmwpwmmeLwDﬂh
nndmmdngmogtmumﬂanddnmumdﬂolmdgnpmduudmdmmmmmdmnﬂ-ﬂw.mlh«ﬁhamdwm.
records or reports confirming tha gross production, disposition and market value including gas meter ¢ dings, pipeline receipts, gas fine receipts and
mm:ummmlofmu:umprudmedondp‘.:tlnloplpenrm.m.mmmdpnllmorummuqa.mdmyottmmpomum
Mﬂch!hoGMLmDiﬂmaniuuﬂfythumlpromwm.dlsootmnnlndmsktlviueinﬂlumlhamﬂyofamuwuuw
m-cumtummhmnmnum-ummmsLmom.Emmmmmwmmmmmwammb.m.amm
orothwmmnmodvk:eihovdngbymuwwmmummwhmdwmwammma.I‘lLeuupuw
hisrw-ﬂynncwhduemlﬂy(sojdmaﬂmlmrnnllypmon!wnduc.thmamliyclsumihemywyuszsm.Mimh
urnnlor,AruymyplyrnuthmmMy(SO)dmlnnlhlnnccmoupennltyof10%ollhemydtyduoo:!25.mvwﬂd\mllmlur,lnaddmon
to @ penalty, royalties shall accrue interes! at a rate of 12%wm;luchlnlmnluﬁnbeginiummlhcmyaﬂyhﬂnylsmdmmm‘
Alﬂdmmdmpparﬂmdoumm(lvmlchnnmModwhmduauh-lltncurup-ndtyhmlmmnﬂbyﬂwemtmomunﬂnlwwwmh l
vmid\lncﬁ.ctlv.mmcdalomnm:ﬂldmwmppoﬂhgdmnumdue.WLMMMUMMWWMD&WUWM
mynlﬂnhbopddnpruulbodbymdundd-pmvm-dmln.PmmtullmdoﬂmumypowwmaﬂlnmmyupmmlouroNNIMSllle‘-
ﬁghluflorldmnuprwdodIryllwnolmlopodm!MGmlmwamyamumWydua‘Thutmvepanaﬂvmslmswnmlwlvm
cases of tile dispute as to the State’s portion of the royalty or to that portion of the royalty in dispute as 1o fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS, Lesses shall annually furmnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable 1o this lease and shall furnish said Cor | with copies of
all contracts under which gas Is sold or processed and all subsequent agresments and amendments o such contracts within thirty (30) days after

entering Into or making such contracts, agreements or amendments. Such contracts and agreemants when recelved by the General Land Office shall be
hddtnmwmwwmmmgmﬁmﬂMWan.Mu»urwnunuandmﬂammmmlhepmducﬂm. |
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,

tanks, pools, melters, and pipelines shall at all times be subject (o Inspection and examination by the Commissioner of the General Land Office, the

Attorney General, the Governor, or the representative of any of them,

(B) PERMITS, DRILLING RECORDS. Writtan notice of all operations on this lease shall be submilted to the Commissioner of the
General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any
well or wells. Such written notice lo tha General Land Office shall include coples of Rallroad Commission forms for application to drill. Coples of well
tests, completion reports and plugging reports shall ba supplied to the General Land Office al tha time they are filed with the Texas Railroad
Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premisas and that are submitted
to the Texas Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Rallroad
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land
must also include the word "State.” Lessea shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or
other information relative 1o the operation of the above-described premises, which may be requested by the General Land Office, in addition to those
herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface
uulngtolhcualdopmdwnﬂ.ofcnwnllnﬂﬂﬂodonﬁnabmdelmbadpvmhmmdnhﬂll:msrmah'uacuwuflheiogoinchlmwyonuchml
to the General Land Office within fifleen (15) days after the making of said survey

(C) PENALTIES. Lessee shall incur a panalty whenaver reports, documents or other materlals are not filed in the Ganeral Land Office
when due. The penalty for late filing shall be set by the General Land Office administrativa rule which is effective on the date when the materials were
due in the General Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary lerm hereof and prior to discovery and
production of oll or gas on said land, Lessee should drill a dry hole or holes thereon, or If during the primary term hereof and after the discovery and
actual production of oll or gas from the leased premises such production thereol should cease from any cause, this lease shall not lerminale If on or
bﬂmu\em:hﬂmufmtm:pdmhurnd.tlnolncmphﬂmnluiddryhdoormnﬂmnlpmﬂucﬁmL.unomwnumaddﬂnn-iddlﬁngnr
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided In this lease. If, during the last year of the
primary lerm or within sixty (60) days prior therato, a dry hole be completed and sbandoned, or the production of oll or gas should cease for any cause,
Lessea’s rights shall remain in full force and effect without further oparations until tha expiration of the primary term; and if Lessee has nol resumed
production In paying quantities al the expiration of the primary lerm, Lessee may maintain this lease by conducting additional driling or reworking

Ofx pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13 Should the first
wulotmymbuqumwolldﬂnammomdwbedl-ndbewnﬂa!oduallnMnnllovguwalmuiﬂlhopﬁmmiumhmaol.Lummay
resumae paymaent of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)

TFU’) and Cc,rrecr
Copy of
Original filed In
evas Cuuri!)’
Clerks Office
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duplmmmmdwﬂmd-umdu-hunorwmmwmlﬂmwmomm.lmmulhlllpwhcmnrrrumn W at the
upkuumofmcpdmaryl-rmutmvumlthumﬁunmmoﬂugunﬂllmudmlmwum.mhmwumhm
with the shut-in provisions hereof

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. I, at the expiration of the primary term, nelther oll nor gas is being
produced on said land, bul Lessee s then engaged in drilling of reworking operations thereon, this lease shall remain In force so long as operations on
mdmﬂaiudnﬂmatwwdmymlwmmumﬁmmlmwmmmmnmunmwmm“n
nun:lxlylw)danmmymwchowuhn.mdliIhcymullmmepmducuumfollwwurgu.wlu\gﬂuruﬂundlmdluguuptmm
lnpnyinqquanuuulromludland.mpaymmioinwmodotguw-umy-uumwnpnuloryruynmunmm»pmvmdmmmu

13. CESSATION, DRILLING, AND REWORKING. I, after the expiration of the primary term, production of oll or gas from the leased
premises, afler once oblained, should cease from any cause, this lease shall nol leminate il Lessee commences additional drilling or reworking
operations within sixty (B0) days after such cessation, and this lease shall remaln in full force and effect for s0 long as such operations conlinue in good
faith and in workmanlike manner withou! Interruptions totaling mora than sixty (60) days. If such drilling or reworking operations result in the production
ol ol or gas, the lease shall remain In full force and effect for so long as oll of gas is produced lrom the leased premises in paying quantities or paymen!
ol shul-in oll or gas well royalties or payment of compensalory royallies 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 leminate if the Lessee commences additional drilling or reworking
oparations within sixty (60) days afler the completion of the wall as a dry hole, and this lease shall remain in effect so long as Lessee continues dnilling or
reworking operations in good faith and in @ workmaniike manner without Interruptions Lolaling more than sixty (60) days. Lessee shall give wrilten nolice
10 the General Land Office within thirty (30) days ol any cessation of production.

14, SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well thal has been assigned a well number by the state agency
mmjwwwmmﬂuummudbnoldlumw.Il.ilanyum-Mw-:phwmufuupﬂmwmofuluuuul.uﬂmmnmm
maintained in force and effect, a well capable of producing oil or gas In paying quantities is located on the leased premises, bul oil of gas Is nol being
plmo.dhrldolmw-ptoduelionlmorlr.hollsmm.mmeuy—-mmwuwmﬁwmmmﬂm
mu—mmmmmuhm.mmmms:,m.whmmumdamwmwmmm,u
Pnrlar-ph3dmmmmm:wnwm.mluhmdwuww.wauymu-mmmﬂnm
($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 afer
unmuouuutopfomdlotoulrnmlhﬂuudmus.u(l}ﬂdm-kLmMnMummhm
mmmmmm;Mvudmuu:uLsmwmummrummmwmmmuLmommm
half (1/2) to the owner of the soil If the shut-in oil o gas royalty is paid, the lease shall be considered 10 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 tenm, or from the first day of the month following the month in which
prumn:ﬂoncnud‘and,lnulhat.llmmmmtmuwmmufawquuMsu.Lummuyoumduwhuclulm
more successive periods of one (1) year by paying the same amount each year on of before the expiration of each shul-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and compleled in the same producing
m-m.mmmmhmamumm.wngmoMmmmwmwmmmmwugumyuwMum.m
the lease shall remain effective for the remainder of the year for which the royally has been paid. The Lesses may maintain the lease for four more
successiva years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the weil causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensalory
royalty Is 10 be paid monthly, one-hall (1/2) to the Commissioner of the General Land Office and one-half (1/2) 10 the owner of the soll, beginning an or
before the las! day of the month following the month in which the ol or gas |s produced from the well causing the drainage or thal is completed in the
same producing reservolr and located within one thousand (1,000) feet of the leased premises. Il the compensatory royally paid in any 12-month period
is an amount less than the annual shut-in ol or gas royalty, Lesses shall pay an smount equal 1o the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are nol timely pald will accrue penalty and Interest In accordance with Paragraph 9 of this
lesse. None of these provisions will relieve Lessee of the obligation ol reasonable development nor the obligation 1o drill offsel wells as provided in
Texas Natural Resources Code 52.173; however, 8! the detarmination of the Commissioner, and with the Commissioner's writlen approval, the payment
of compensatory royallies can satisfy the obligation to drill offset wells

16. RETAINED ACREAGE. Notwithstanding any provision of this lease 1o the contrary, after a well producing or capable of producing oil or
nuhubunemnplﬂ-donnuhnodmbu,LmMmmdeavWMmuawhmmdﬂmmm
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon

|A}V£ﬂ11€ALlnlmmnhhmhinluuWMM(Z)MwwnmawdmmucmmlM
then terminate as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding sach oil well capable of producing in paying quantities and 320 acres
mmwmmdmmmﬁWMMu(mmnmmuugumnprm-uml'uw14mwu-m
uponwhimLnnlhmwmmaﬂm«nmw«m.wt!]mnunb-dlauhﬂudodlnnpmdudmpudduﬂ
pmwmmeuNn:chmwcndcs2.151-52.154.u(ﬂ}:uchmuhlmmmdmumymmmwlumm
wmmm-pmmwlfwmmwwumwﬂmwmm:mmuwmmmmdvm.amymm
agency, or other governmental authority having jurisdiction I al any time after the effective date of the partial lermination provisions hereol, the
wmmmv:d\muMMmmshmlmewnwwmnm-cruqﬂsmmumudw-ddw-lumlw
production purposes, this lease shall thereupon lerminate as 10 all acreage not thereafier aliocated 1o sald well of wells for production purposes
Notwilhstanding the termination of this lease as Lo a portion of the lands covered hereby, Lessee shall nevertheiess continue 1o have the right of ingress
:omdoqreuIrumunlmlmwmnﬂlhualaﬂpurmudm‘b-den-w:ph1Mom.wmmmdmud«wh
existing roads, existing pipelines and other existing lacilities on, over and across all the lands described In Paragraph 1 hereol ("ihe retained lands®), for
access to and from the relained lands and lor the gathering or transportation of oll, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it
shall further lerminate as lo all depths below 100 feet below the lotal depth dilled (hereinafier “deeper depths”) in each well located on acreage retained
in Paragraph 18 (A) above, unless on or before two (2) years after the primary or extended lerm Lessee pays an amount equal to one-hall (1/2) of the
bonus originally pald as consideration for this lease (as specified on page 1 hereol). If such amount Is paid, this lsase shall be in force and eflect as 1o
such deeper depths, and said termination shall be 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.
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(C) IDENTIFICATION AND FILING. The surface acreage relained hereunder as 1o each wall shall, as nearly as practical, be in the form of
olquarevmhmcweﬂlocntadmmmwrﬂm,uluchnmmmumwumwlmcmmoflheGonoruLandOMm.Witﬁn
ﬂiny(w)myslﬂupmu:mwdmuhmnmahm.LuuuMnmnmmdumumamammmaumlmw
Iognldnmmlonnfhmmwotdmmmmmudhom.Thamcordodmluu.ornmtﬂnodcopyolm,mhmmww
L!lndOfHo-.lwompﬂﬂ.dbym.ﬂlhginptuahdbylmcmundOMnthMonm.dntaIhenhmhﬁlod,Ifmelﬂlor:oﬂm
toexm.mdrmdwchrﬂamornlounmmw{ﬁo}day.shmbdmmudludowhylhaGruruumOﬂoo.Mme
cmm-nmmmwwmmydumwmnmmﬂmmmmmammtouwmmmm
amtrumomanu'smm-bnmamwammmwmnmmmmmummmwummmm
designation shall be binding upon Lessee for all purposes.

17.0FF8ETWELLS.Nelﬂ'nr!hobm.ouwmm.norrnylmum.onnbepdd.mdmlﬂllsmmrﬂthuuostOblgwon
uommnudwgumuum«wmwmmmm‘Lm.m.mnmwummdmum
pr-mi-uthlldﬂllummywmumMmpMWMMMmmmmndwmmhwmmmd
olmdgulwmhlouadprm‘Inaodlﬂm.uulmdrofnulrwtdblpmdumdhmnmdwrmmmhhl.DouI‘ulolmoluudmu.
or in any case whara the | d prami is being dra jhymeﬂmdwunu.htum,mnn.mumwhmdm
tuudpmmlucMmmlmboﬂnmodmduwdumhupmlhhmdprwmdm1oodapnﬂerlmdrdrmqmlurnhuruu
wullorwdhwnpmadmmn1.0001aold!heleuadpmnlnnlu1wndudnghcunmrddmmmmmamuﬂ&qulhm.
melnmhwhmwmmwmﬂonmywww‘hmmnumulmcldl‘lmnwdwﬂllofuﬂunum.Onlyuponlmdoterrmnaﬁm
uthanmhmdlh.GmtﬂLmdm«wmmmmmmpmomﬂcmiwmymmduw-uﬂm
wmmsaﬁyhﬂgmhnwdﬂlmuﬁmﬂauﬂsmmmmmm

18. FORCE MAJEURE. If, after a good falth effort, Lessee is pravented from complying with any express or implied covenant of this lease,
mmmmmmmwm.«mmwmwmmmmmmbymumutwu.mm.m.

prummu.Pbmvaf,nmmnghunpmmhlhdnmmndmcpummlofuallymmmlomdmammlouoinuﬂodduﬁnghmnwim
hlhemo!-ud\dﬂllngmmkhgm«wwuﬂmnfdlorw

19. WARRANTY CLAUSE. The owner of the soll warrants and agrees to defend litle 10 the leased premises. If the owner of the soll defaults
hmwmmdonihuluudpmnﬂln.lhcnLquunmyndnmﬂuﬂﬁﬂuuflhemolhwﬂlnihebundpmmbypuyhgaﬂyrwdqnq-.
taxes or other iens on the leased premises HLmMuumonbeﬂdfdu‘nmnnmmmhnw.tummymm
cost of these payments from the rental and royalties due the owner of the soil [

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface sstate in the above
mm,mwmLo-un»mmnnwmmm.mmmmmwwwmbowbmmuhmem
u-pudmrummunprupommmmmwmmmwmmmmm-mmmmmuwmmem
u»cmmam-cmumom«dmmmunmmmnMummm.m.MaLm.qwuh
royalty or rental due to the Commissioner of the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the
Genarﬂundmnceawrmmnmmmm.xplmmwmhhmlmMMyWuthmmhmwmum
mwwmmmm.mmdmmmmumummvumdtummmmmmm
Inlaruhtolmbyabm.mww.mmmmmwmmmwml.Humwf.lnnoovmhhaﬂ ‘
nnc«mimolhamLmdOmuncdwnamﬂnmﬂumnnrmmnﬂmnbhm!hmmwmmmm-odmmﬂm
than the value of one-sixteenth (1/18) of such gross production.

(B)REWC‘I’IONOFPAYMENTS.Il.durhmthoprknarylmm,npommonholmdwvmhyﬂunnnhhdumulmnmbomdnm
oflpucﬂodunillhnlhnb«nwvvvuby'.hnSﬂmuﬂﬂmmmM«duﬂuﬂlnmﬂmmhﬂmwnmCodoSoctm
52.151-52.154, or If, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the 1otal
amount described herein, payments that are made on a pet acre basis hereunder shall be red d according 1o the number of acres pooled, released,
sw‘rmﬂomd.oromuwlumamd.loIhalpaymonuﬁ'mm\edmnpermhnlnundor!rntmmsofthlﬂenodumo!modmuylmnhwbo
wunlwmupmhmmdmmwnmnwmmudlMWLov.iflﬂufmcnplwnonomumnwlm,mm«olm
actually retained and covered by this lease.

21. USE OF WATER. Lessee shail have tha right to use water produced on said 1and necessary for operations undar this lease sxcep! waler
from wells or tanks of the owner of the soil, provided, however, Lassee shall not use potable water or water sultable for livestock or krigation purposes
for waterflood operations without the prior consent of the owner of the soll

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

23. PIPELINE DEPTH. When requestad by the owner of the soll, Lasses shall bury lis pipalines below plow depth.

24. WELL LOCATION LIMIT. No wall shall be drilled nearer than two hundred (200) feet to any house or bari now on sald premises without
the written consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safegunrds lo prevent pollution. Without
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by tha use of containment
facilities sufficient to prevent spillage, seepage or ground water contamination. In the evenl of poliution, Lessea shall use all means at its disposal 1o
recapture all escaped hydrocarbons or other pollutant and shall ba responsible for all damage to public and private properties. Lesses shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock pgainst loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clesn up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep sald pramises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of oparations shall restore the surface of the land to as near its original condition and contours as Is practicable. Tanks and
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equipmant will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT, Subject o limitations in this paragraph, Lessee shall have the right 1o remove machinery and fixiures placed

by Lessee on the leased premises, Including the right 10 draw and remove casing, within one hundred twenty (120) days afler the expiration or the

| lermination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not remove casing from

: lnywclupnucdproduuqulu‘ldwhmﬂmwnﬂu.m.mmymmwawmmmlnumnw]oaysmnm

notice 1o the Commissioner of the General Land Office and 10 the owner of the soil, The owner of the soil shall become the owner of any machinery,
mu.ummhnmmmemmmmdmwm

217. musaouusml.umwwmmmmmmmmpuwmzoofw-unu.mngmwmmolm
mmmmmayuuw.mm«hm.mhwummwmwmmmmmh-n,m-ou.uogu
representatives, successors and assigns W.adwmummmﬂdpdmhnd.mm.mtoyduuwﬂlmmunmu
Lum.mwm.pd\dhoummdm.mmmdmmmmbnmuhwnmdm
lelpoduﬂmdbyl.uul.nndmmmmhmdﬂnlmd.rm.orrwﬂushdlbhdusmkxmwmmwny(m)d-p
aher the owner of the soll (or his heirs, devi . legal rep or assigns) furnishes the Lessee with satislactory wrilten evidence of the change
hownotlhlp.lncludnalhcaﬂqlmlmmmudmtulmmdmmlmnmmwwmuudl
ounv-ym.Aawumdwumumm.memummw-m,mwmmLummnw
ohﬂgamwetthbmu,Iilﬂllomllmlgmdhlumlyulnuwpmdnumm.h‘nmmombnloplymuhd\lﬂbcappmhm
as between the several owners ratably, according to the area of each, and lailure by one or more of them 1o pay his share of the rental shall not affect
i.m-lnuonmepanolm-lmdwmmmormmmuemdypddum;lmw.llwnmummcmnmlﬂolmﬂod
cnpyr:fwchuﬂwmmlInlh-GommlundOﬁ'k:ab-h:nlhanmdrmiulumduo.uum&-hmmdimmlumuwuywmmnﬂ
muurmaP.mgnpna,Emnmmanm-dmwmmumwmmm.mnw,mpuwuummmﬁmbyua
original lessee or any prior assignee of the lease, including any liabilities (o the State for unpald royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soll acquires this lease in whale or

in part by assignment without the prior written approval of the Commissioner of the G | Land Office, this lease is vold as of the time of assignmant
| mmnmymdmmrmlymloﬂuiodbymmt.Annmnmwﬂibenmodullﬂwammmmlmdmwlum
assignee Is;
(1) a nomines of the owner of the soll;

(2) & corporation or subsidiary in which the owner of the soll is a principal stockholder or is an amployee 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 parinership,

(4) @ principal stockholder or employee of the corporation which is the owner of the soil,

(5) a pariner or employee in a partnership which Is the owner of the soil;

(6) a fiduciary for the owner of the soll; Including but not limited 10 a guardian, trustee, execulor, administrator, recelver, or conservator for the
owner of the soll; or

(7) a family member of the owner of the soll or related to the owner of the soll by marriage, blood. or adoption

28. RELEASES. Under the conditions contalned in this paragraph and Paragraph 28, Lessee may al any lUme execule and deliver 1o the
owner of the soil and place of record a release of releases covering any portion or portions of the leased premises, and Ihereby surrender this lease as
10 such portion or portions, and be relieved of all subsequent obligations as 1o acreage surrendered. If any part of this lease is properly surrendered, the
Mrmmmwwmumby1mmWW|mmwwwh-mmunmmeumwwwum
immediately prior to such surrender; however, such release will not relieve Lessee of any labilitles which may have accrued under this lease prior to the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this leasa Is assigned or released, such assignment of release mus! be
recorded in the county where Ihe land s situated, and the recorded instrument, or a copy of the recorded Instrument certified by the Caunty Clerk of the
county in which the instrument Is recorded, must be filed in the General Land Office within 80 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject 1o forfeiture al the option of the
Commissioner of the General Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining 1o the lease of the above-described land have been included in this instrumaent,
u-mdngnm-mmmmmwmmhnmdmmwwmmmdmm.wm
agreements concerning the development of oll and gas from the leased premises which are not 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 Interes! in
lhﬂuudpnmlul.Whm\mhluuuollruomn-fdmewmﬂuumvmdwsm.hmdhwhmwMNM‘l
inerests belore his personal interests

32. FORFEITURE. If Lessee shall fail or refuse 1o make the payment of any sum within thity days afler il becomes due, or If Lessee or an
authorized agen! should knowingly make any false retum or false report conceming production or drilling, or If Lessee shall fail or refuse 1o drill any
offset well or wells in good falth as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fall 1o file reports in the manner required by law or fall 1o comply with rules and regulations promulgated by the G | Land Office, the School
Land Board, or the Railroad Commission, or Iif Lessee should refuse the proper authority access 10 the records pertaining to operations, or If Lessea of
an suthorized agent should knowingly fall or refuse 1o give correct information 1o the proper authority, or knowingly fall or refuse to fumish 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 lo forfeiture by the

| Commissioner, and he shall forfeill same when sufficiently informed of the lacts which suthorize a forfelture, and when forfeited the area shall again be

| subject lo lease under the lerms of the Relinquishment Act. However, nothing herein shall be construed as walving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfellures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satlsfactory evidence 1o the Commissioner of the Genaral Land Office of fulure compllance with
the provisions of the law and of this lease and the rules and regulations thal may be adopled relalive herelo.

33. LIEN, In accordance with Texas Natural Resources Code 52136, the State shall have a first llen upon all oil and gas produced from the
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area covered by this lease to secure payment of all unpaid royalty and other sums of money thal may become dus under this lensa. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52 136 and any other applicable statutory ben, an
express contractual lien on and security Interest in all leased minerals in and extracled from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other
amounts due or o becoma dua under this lease and 10 secure payment of any damages or loss thal Lessor may suffer by reason of Lessee’s breach of
any covenant o condition of this lease, whether express or implled. This lien and security interest may be foreclosed with or without count proceedings In
the manner provided in the Title 1, Chap. 8 of the Taxas Business and Commerce Code. Lesses agrees that the Commissioner may require Lesses 1o
execute and record such Instruments as may be reasonably nacessary to acknowiadge, attach or parfect this llen. Lesses hareby represents thal there
are no prior or superior iens arising from and relating 10 Lessee's activities upon the above-described property or from Lessee's acquisition of this leasa

Should the Commissioner al any time determine thal this representation is nol true, then the Commissionar may declare this lease forfeited as provided
harein,

34. POOLING. Lessae is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other
leasehold or mineral Interest for the exploration, development and production of oil of gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the Genaral Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant to Texas Natural Resources Code 52 151-52 154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated In Texas Natural Resources Code 52 152

35. INDEMNITY. Lesses hersby releases and discharges the State of Texas and the owner of the soll, their officers, employess, pariners, |
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action
of every nature, or other harm, Including environmental hamn, for which recovery ol damages is sought, including, butl not limited lo, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or thal may arise out of or be occasioned by Lesses's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lesses. Further, Lessea hareby agrees 1o be lable for, exonerate, indemnify,
defend and hoid harmiess the State of Texas and the owner of the soll, thelr officers, employees and agents, their successors or assigns, against any
and all claims, liabilities, losses. damages. actions, personal injury (including death). costs and expenses, or other harm for which recovery of damages ‘
Is sought, under any theory including fort, contract, or strict liability, including attomeys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related 1o Lessee's failure 1o comply with any and all environmental laws; those arising ‘
from or in any way related to Lessee's operations or any other of Lessea's activities on the leased premises; those arising from Lesses’s use of the
surface of the leased premises; NMMMWmduumWLmlmmddeImwmamdmw \
or any other act or omission of Lesses, its di , officers, employees, pariners, sgents, coniractors, subconiractors, guests, invitees, and their ‘
respective successors and assigns. mmol»umm or an interest thersin, agrees fo be lable for, exonerate, indemnity, defend and
hold harmiess the Siate of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connaction with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of care and all reasonable safeguards lo prevent contamination or
pollution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface sirata, ambient air or any
other environmental medium In, on, or under, the leased premisas, by any waste, pollutant, or contaminant. Lessee shall not bring or permil 1o remain on
the leased premises any asbesios containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprahensive Environmental Response, Compensation and Liabllity Act
(CERCLA), 42 U.S.C. Sections 9601, et seq ), or loxic substances under any federal, state, or local law or regulation ("Hazardous Materinis®), except
ordinary products commonly used in connection with oll and gas exploration and development oparations 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 ol Texas Natural Resources Code 52.171 through 52.190, commaonly
known as the Relinquishment Act, and other applicable statutes and amendments therelo, and if any provision in this lease does not conform 1o these
statutes, the statutes will prevall over any nonconforming lease provisions.

38. EXECUTION. This oll and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Taxas Business and Commerce Code, this lease must be filed of record in the office of the
County Clark in any county in which all or any part of the leased premises is located, and certified copies thereol must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which Is made and certified by the County Clark lrom his records) Is filed in the
General Land Office in accordance with Texas Natural Resources Code 52 183, Mdlmy.lﬂ‘hmmlnnotbeblndimupmunswnm-ll
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recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy o the General Land Office.

40. PAID-UP RENTALS. NOTWITHSTANDING ANYTHING HEREIN TO THE CONTRARY, this Lease is a Paid-Up Leasa. Delay rentals for
the second and third years have been prepald. The receipt of the ranlals |s hereby acknowledged by the State of Texas and by Fred P. Armstrong &
Ingrid U. Armstrong each party having received $373.33 for the prepaid rentals

LESSEE

PETRO-HUNT, LLC

BY:
BRUCE W. HUNT
Title: President «H
Date !J/W/‘f \L’) VLY
) I
STATE OF TEXAS STATE OF TEXAS
5) ” - r N

ay - ) d BY s \

FRED P. ARMSTRONG INGRID . ARMSTRONG

Individually and as agent for the Stale
Date 2/17/2005

Texas

STATE OF TEXAS

ay:

Individually and as agent for the Stale of Texas
Date:

Individually and as agent for the Stale of Texas

Date 2/17/2005

STATE OF TEXAS

BY:

Individually and as agent for the State of Texas
Date

e » .. . |
. @ - - n
. . .. .. I
“s & 0 8 * . « we \
... . . . N\ y
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STATE OF _\i!.&:ﬁL (CORPORATION ACKNOWLEDGMENT)
comrvor _Qailses

BEFORE ME, the undersigned authority, on this day personally appeared Bruce W, Hunt
known to me to be the person whose name is subscribed 1o the foregoing instruments as Presigent

of Petro-Hunt, LLC and acknowledged lo me that he
executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said mcthftﬂl
Glven under my hand and uelé.of """(ql‘l'mg a‘* th day of YO U , 2008

Y » 4}
L (A

0 v

‘f .

g

§ v, IJI‘ Notary Public in and I'nr&.ta t-L
‘ Ta

('}

3 r 1‘
STATE OF _ TEXAS x 0y ':-m»:\] ,4"1 (INDIVIDUAL ACKNOWLEDGMENT)
4.2

T,
COuUNTY OF __LUBBOCK LR

BEFORE ME, the undersigned authority, on this day personally appeared Fred P. Armstrong and wife, Ingrid U. Armstrong

known to ma 10 be the persons whose names are subscribad lo the foregoing Instrument, and acknowledged to me that they executed the same for the
purposes and consideration therein expressed

Given under my hand and seal of office this the _17th dayof _February 2005

2k Mun

NIKKI J. ALLEN
Notary Public, State of Texas
Wi Comvisation Extires Motary Public in and for _Lubbock County, TX
July 20, 2008
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
| COUNTY OF

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

known to me to be the persons whose names are subscribed to the foregoing Instrument, and acknowledged to me that thay executad 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

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known to me lo be the persons whose names are subscribed to 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

f ' AT PRROVE s 11 veit [ sal(, RENTAL
1 MR USE P8l SR IECAUSE OF COLDR
R RADE > (VAL 20 & O il ".'u'nﬂ“f!‘m
FILE No. 1762 LA
FILED FOR RECORD oN THE 1 2TH pay o MAY A.D. 2005 3:57 P. w.
MAY A.D., 2005 3:00 P. M.
DIANNE 0. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
P

T irug and Correct
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File Nd/

/)
RP
Date Filed:

7

Gl

£

“

Jerry E. Patter

Commissioner

/

NSV

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a kull, true and correct photographic copy of the

original recard now in my tawlul custody and possession, as (he Siﬂeds
C

fiedrecorded in the public records of my office_found in VOL.
PAGE 158 Tin) 166 " OFFICTAL FOBLT

Inereby cerifiedon MAY 19, 2005

DIANNE Q. FLOREZ, EOUNTY CLERK
REEVES COUNTY, TEx




- PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK o ' :

PETRO-HUNT, L.L.C. / Bank One, N.A. —
s, 1601 Elm Street, Suite 3400 Jefferson County e
o Dallas, Texas 75201 69
(214) 880-8400 77640

O\NrER NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE Jan-12-2006 7003908 $186.67

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 01/13/06 CHECK NO 7003908

116*1018744 ARMSTRONG FRED P ET UX

RENTAL PERIOD

» MONTHS FROM TO FILE 1D
12 02/08/06 02/08/07 68350-0038-001

PAYMENT AMOUNT 186.67
eess PAYMENT TYPE **** DELAY RENTAL #®**

BANK SERVICE CHG
. E CREDITED TO ADDITIONAL TEXT

TOTAL AMOUNT 186.67
IR # 58207
AS GENERAL LAND OFFICE
0 N CONGRESS AVE RM 600
TIN, TEXAS 78701

JTAX ID
) JORDED  BOOK 700 PAGE 158 ENTRY
LOSPECT N W JPROSPECT
JUNTY/PARISH “ STATE TX
ACT NO 19695
{GAL DESCRIPTION
EVES COUNTY TEXAS BLOCK 58, PUBLIC
HOOL LAND SURVEY SEC. 43: ALL, LESS
D EXCEPT N/2 NW/4 BEING 560.00
1ES MORE OR LESS
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PAYEE: DETACH THIS PORTION BEFORE CASHING\CI'!jZK

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A. Pacet
* 1601 Eim Street, Suite 3400 Jefferson County ge
Dallas, Texas 75201 8200 Hwy 69 0 /0 2
(214) BB0-8400 Port Arthur, Texas 77640 3 B 5
OWNER NAME OWNER NO DATE CHECK NUMBER i UNT
TE GENERAL LAND OFFICE Jan-12-2007 7005425 \*88.67
e
| L. E NUMBER ORIGINAL LESSOR/LEASE NAME DATE 01/12/07 CHECK NO 7005825
' 118*1018744 ARMSTRONG FRED P ET UX
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE ID
02/08/05 12 02/08/07 02/08/08 68350-0038-001
PAYMENT AMOUNT 1B6.67
wene DAYMENT TYPE **** DELAY RENTAL w#eus
| BANK SERVICE CHG
TO BE CREDITED TO ADDITIONAL TEXT
‘ TOTAL AMOUNT 186.67
OWNER # 58207
‘ TEXAS OGENERAL LAND OFFICE
1700 N CONGRESS AVENUE ROOM 60
| AUSTIN, TEXAS 78701
RECORDED BOOK 700 PAGE 158 ENTRY
' PROSPECT N W TOYAH PROSPECT .
COUNTY/PARISH REEVES STATE TX

TRACT NO 19695

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK S8, PUBLIC d
SCHOOL LAND SURVEY SEC. 43: ALL, LESS

AND EXCEPT W/2 NW/4 BEING 560.00

ACRES MORE OR LESS
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Parrerson, Commissioner
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