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RAL REVIEW SHEET 

Trnztm# 4547 

LBsslr: Armstrong, Fred P. and wife Ingrid U. Armstrong 

Gfmjst: 

l.aas8 Data: 

Lesso8: Petro-Hunt LLC Acres: 

R. Widmayer 

2/8/2005 

69 

lfAIE IIICRFrll 

CIUity BasaFioNo Part o7 ... 1o~~'ll Soc. lllodt Twp SUrvoy 

u~ o 

REEVES 2/ ,0 85554 V SE/4 LESS NORTH 1 41 58 00 PUBLIC SCHOOL LAND 

Abst# 
1718 

TBlMJ lffBIED 

Prinary T ll'llt 

Boous/ A12'8: 

Rill~ Aero: 

Roymty: 

C.ARIMJ 

Mf# 

3 years ~ 
---' 

L_ $150.00 

l $1 .00 

1/5 

TERMS RECMIDID 

Prina'y Torm 3 years ~ 

lhnls/ Acre $150.00 

Rlllta' Acre $1 .00 

Roymty 1/5 

Data Torm Boous/ Ac. Rill tal Ac. Roymty lbtaJ:a 
Lastl.aas8 

: Pe..Vld.'"'S I Pe..ho - Hv.., + ___ __.I 10 I 3/ovl [sy,.s [fiSo.oo 

I ~ ==================: r--
Adjacent East 

L l ________ ___. ..__ _ __. ...__, ~-~ ..__ _ __. ......_ _ __. ......_ ___ __. 

Wednesday. March 16, 2005 
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RELINQUISHMENT ACT LEASE APPLICATION 

- ~ 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Matt Edling, Deputy Commissioner 

DATE: 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Petro-Hunt LLC 

Prim. Term: 3 years 

Royalty: 1/5 

Consideration 

Recommended:~ (3. 
Not Recommended: ----

Comments: 

/ Lease Form 

Recommended: - +fZ=dtd.LLl--
Not Recommended: ----

Comments: 

Matt Edling, Deputy Commissioner 

Recommended: ~ 
Not Recommended: ----

Bill Warnick, General Cotmsel 

Recommended: ~ 
Not Recommended: ----

Larry Laine, Chief Clerk 

Approved: ~ 
Not Approved: ___ _ 

ss10ner 

Bonus/Acre 

Rental/ Acre 

County: 

$150.00 

$1.00 

Date: 1· I b· 6 ;-

Date: _ __.3 /'--2_1.<...:;/o:._;~_,..._ 

Date: 3[5(6.;--

Date: tJjftjof 

Date: Y /1 ~l; r 

Date: tG3 ~ 0~ 

16-Mar-05 

REEVES 
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1601 ELM STREET, STE 3400 
THANKSGIVING TOWER 

DALLAS, TExAs 75201-7201 

June 2, 2005 

State of Texas General Land Office 
1700 N. Congress Avenue, Room 600 
Austin, Texas. 7870 I. 
Attn: Mr. Drew Reid 

Gentlemen: 

~L:214-880-8400 

FAX:214-880-7101 

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 Rel inquishment Act leases taken in Reeves County, Texas and as payment 
for appropriate fil ing fees. A breakdown of payment for each lease is as follows: 

Elmore Family Partnership, L.L.C. 
PSL Block 71 Section 3: S ~ 

Section 26: S ~ 

09/22/04 

Section 33: NW Y., W ~ NE Y., N ~ SW. 

Jane Covington Drake 10/20/04 
PSL Block 58 Section 42 

Ted Michael Covington 10/20/04 
PSL Block 58 Section 42 

Ann Covington Henderson I 0/20/04 
PSL Block 58 Section 42 

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 
PSL Block 58 Section 2 1: SW 

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 
PSL Block 58 Section 29: SW NW 

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 
PSL Block 58 Section 30: S ~ SW 

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 
PSL Block 58 Section 36: S 80 acres 

$ 11,915.00- Lease Bonus \ o1-5' J. l 
$25.00- Filing Fee 

$2,818.75- LeaseBonus - ) o'-{118 
$25.00- Filing Fee 

$2,818.75- Lease Bonus - \u<-t 1.> 8 
$25.00- Filing Fee 

$2,818.75- Lease Bonus , l o ~~, 8 
$25.00- Filing Fee 

S9, 750.00- Lease Bonus 
$25.00- Filing Fee 

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

$4,000.00- Lease Bonus 
$25.00- Filing Fee 

$3,000. 00- Lease Bonus ) <.) CJ 2tJ ~ 
$25.00- Filing Fee 



, v 

1601 ELM STREET, STE 3400 
THANKSGIVING TOWER 

DALIAS, TExAs 75201-7201 

· red P. Armstrong et ux Ingrid U. Armstrong 
PSL Block 58 Section 41: SEpt 

Section 44: NE pt 

Fred P. Armstrong et ux Ingrid U. Armstrong 
PSL Block 58 Section 43 : All less W Y, NW 

Fred P. Armstrong et ux Ingrid U. Armstrong 
PSL Block 58 Section 45 : E Y:z 

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

Steve F. Armstrong et ux Barbara R. Annstrong 
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 \0 ')z. ~ g 
$25.00- Filing Fee 

$16,000.00- Lease Bonus l 0 52 g 1 
$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. 

William A. Hearne 

.. . 
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Gtntrral Land Olfico 
Relinquishment Act l ease Form 
Rovlsod, Soplombor 1997 

OIL AND GAS LEASE 

THIS AGREEMENT 1s made and entered onto thos §!h___ day of '-'Fe..,b ... ry,.,a ... ry.._ _____ .~. between the State of Texas, actong by 

and through its agent, Fred P ArmslrQ!l!J and Wife Ingrid U. Armstrong, of ;::c48"'0"'3'-t"'0"'3'-'•_.s"'tr_,.ee"'I"-"'Lu..,b"'b0c=k,._,_T,X_7,_,9"'4"'2"-4 ------------

(Gwe Permanent Address) 

saod agent herein referred to as the owner of the sool (whether one Of more), and ,_P ... et"'ro"'·...,l~,.unwt_.L ... L,.C'-------------------

of 1601 Elm Stree1 Suote 3400 Dallas TX 75201-7201 hereonalter called Lessee 

(Gn.e Permanent Address) 

1. GRANTING CLAUSE. For and on conslderat1on of the amounts stated below and of the covenants and agreements to be paod, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the sod, hereby grants, leases and lets unto Lessee, fOf 
the sole and only purpose of prospecung and dnlllng for and produCing oil and gas, laymg pipe Iones, building tanks, stonng 011 and buolding power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transpon said products of the lease, the follOWing lands 
sotuated in~ County, State of Texas, to-w1t. 

All of the Southeast Ouaner (SE/4) of Secuon 41, Block 58, Publoc School l and Survey, sa•e and except the Nonh 110 varas of the Southeast Ouaner 
(SE/4) as deeded to Fredrick J Ott, Deed recorded on Volume 135, Page 73. Deed Reco<ds of Reeves County, Texas Saod Southeast Ouaner (SE/4) 

contaontng 21.0 acres. lllOfe Of less. 

All ol the Nonheast Quaner (NE/4) of Section 44, Block 58. Public School land Survey, containing 48 0 acres, more Of less 

conta1n1ng 2l!..Q2_acres. mOI'e 01' less The bonus consideration paod IOf th1s lease os as follows· 

To the State of Texas: Three thousand four hundred fifty and !!(1{100 

Dollars (S ,..3"'4,.50"-"'00,._ ______ -' 

To the owner of the sool. Three thousand four hundred filtv and no/100 

Dollars (S ,..3"'4,.50"-"'00,._ _____ _ 

Total bonus consideration Sox thousansj n1ne hunsjred ansj no/100 

Dollars ($ ,..6..,.9-"-00"""'-00,._ ______ -' 

The total bonus conslderatoon paid represents a bonus of "'O,ne"-"'hu..,nsj"""re.,.d...,fi'"'olt"-y-"a"-'ndl<..!!nQ/"'-"10"'0"---------------------

----------- ----- Dollars ($ 150 00 ) per acre, oo 4'-'6"-"-0 _____ net acres 

2. TERM. Subfectto the other provisions in thos lease, this lease shall be for a term of Three (3l years from 
this dale (herein called "pr1mary term") and as long thereafter as oil and gas. or eother of them, os produced In paying quantoties from said land As used 
on this lease, the term "produced In pay1ng quantlt1es· means that the receopts frOfn tho sale or other authorozed commercial use ol the substance(s) 

~T~ •• • •• • • • • • • • • • • • • •• • • • •• • • • • • • • • • • • • • ••• • • 
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covered exceed out of pocket operational expenses for the six months last past 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit In the --------------

Bank, at 
:-o-r ;:-lts=-=-su~c:-:c-:e:-ss:.-o:-:rs-;:(wh=t-.ch=-=-sh;-a::ll;-c-o-n-:-;11-nu-e-as-::th-e-d":'e-pository reg·-=a=rd;;:le::s=s-=o::;-f-:c;::ha:::n:.-g::e-:s-;ln::-:;th::e:-0\::::vn:::e:-::r-.sh::lp::-:oTf :-sa--,-:;d":'la:.-n:-:d;:-).-:1;-h-e_a_m_ou_n:-t s-pe:-c-:,n;-e""d""b-e'""tow:-.71n-a-d7 d:-,,-,o-n: 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS, a hke sum on 
or before said dale Payments under this paragraph shall operate as a rental and shall cover the pnvllege of deferring the commencement of a v.ell for 
one (1) year from said date. Payments under this paragraph shall be In the following amounts: 

To tho owner of the soli· Twenty three and no/100 

Dollars (S ...,23.....,00.__ ______ _ 

To the Stale of Texas Twenty three and no/100 

Dollars (S "'23,_.09,_ _______ _ 

Total Delay Rental: Forty six and no/100 

Dollars (S ,_46""'-00,._ ______ _ 

In a hke manner and upon hke payments or lenders annually, the commencement of a well may be further deferred for success•ve periods of one ( 1) 
year each during the pnmary term All payments or tenders of rental to the mvner of the soil 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 to exist. suspend business. liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental. Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days aner the owner of the soil shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to rece1ve such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production of 011 and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royally 
provided for In this lease to the CommissiQiner of the General Land Office of the State of Texas, at Auslln. Texas, and one-half ( 112) of such royally to the 
owner of the soli 

(A) OIL. Royally payable on all, which is defined as Including all hydrocarbons produced In a hqu1d form at the mouth of the "ell and also 
as all cOirtdensate, dtsllllate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as here,nafler provided, 
shall be ~ pan or the gross production or the marl<et value thereof, at the opllon of the mvner of the so1l or the CommlssiQiner of the General Land 
Office, such velue to be determined by 1) the highest posted price, plus premium, If any, olfered or pa1d for 011, condensate, disllllale, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest marl<el price thereof offered or 
patd In tho 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, II will be run free of cost to tho royally mvners through an adequate oil 
and gas separator of conventional type, or other equipment at least as etncient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In wrillng, by the royally owners upon 
such terms and conditions as they prescribe 

(B) NON PROCESSED GAS. Royally on any gas (Including Oared gas), which Is denned as all hydrocarbons and gaseous substances 
not defined as ollln subparagraph (A) above, produced from any well on sa•d land (except as provided herein Wllh respect to gas processed In a plant 
for the extraction of gasoline, liquid hydrocarbons or other products) shall be~ pan of the gross production or the market value thereof. at the oplton 
of the mvner of the soil or the CommissiQiner of the General Land Office, such value to be based Qln the highest marl<et price paid or offered for gas of 
comparable qual1ty In the general area \Vhere produced and when run, or the gross pnce paid or offered to the producer, whiche,•er IS the greater. 
provided that the maximum pressure base In measunng the gas under this lease shall notal any lime exceed 14.65 pounds per square Inch absolute, 
end tho standard base temperature shall be sixty (60} degrees Fahrenheit. correction to be made for pressure accord1ng to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing be1ng used by the Industry at the lime of testing 

(C) PROCESSED GAS. Royally Qln any gas processed In a gasol1ne plant or other plant lor the recovery of gasoline or other liquid 
hydrocarbons shall be~ part of the residue gas and the 1iqu1d hydrocarbons extracted or the marl<et value thereof. at the option of the mvner of the 
soli or the Commissioner of the General Land Office. All royalties due herein shall be based Qln one hundred percent (100%) of the total plant productiQin 
of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever Is the greater. of 
the total plant production of liquid hydrocarbons allributable to the gas produced from this lease. provided thalli liquid hydrocarbons are recovered from 
gas processed In a plant In which Lessee (or Its parent, subsidiary or affiliate) owns an Interest. then the percentage applicable to ltquid hydrocarbons 
shall be fifty percent {SO%) or the highest percent accruing to a lhtrd party processing gas through such plant under a processing agreement negotiated 
at arm's length (or II there Is no such third party, the h•ghesl percent then being spectfted In processing agreements or CQinlracts in the industry), 
whichever Is the greater. The respective royalties Qln residue gas and on liquid hydrocarbons shall be determined by 1) lhe highest marl<et pnce pa1d or 
oflered for any gas (or liquid hydrocarbons) of comparable quality In the general area. or 2) the gross price paid or oflered for such residue gas (or the 
weighted average gross selling price lor the respecllve grades of liquid hydrocarbons), whichever Is the greater In no event. however, shall the royalties 
payable under th1s paragraph be less than the royalties which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty Qln carbon black, sulphur or any other products produced or manufactured from gas (excephng liquid 
hydrocarbons) whether sa1d gas be ·casinghead," "dry" or any other gas, by fracliQinaling. burning or any other processing shall be~ part of the gross 
production of such products, or the marl<el value thereof, at tho option of the 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 pnce of each product for the same mQinlh In wh1ch such products are produced. wh•chever Is the 
greater 

s. MINIMUM ROYALTY. During any year after the e•piratlon of lhe primary term of lhts lease, If this lease 1s malnta1ned by producuon, the 
royalties paid under this 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 a sum equal to the total annual rental less the 
amount of royalties paid dunng the preced•ng year If Paragraph 3 of th•s lease does not spec1fy a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be Qlne dollar (S 1.00) per acre 

•• • • •• • ••• 
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6. ROYALTY IN KIND. Notwithstanding any other provision In this tease, at any time or from ume 10 lime, the owner of the sort or the 
Commissroner of the General Land Office may, at the option of ellher, upon not less than srxty (60) days nouce to the holder of the lease, reqw e that the 
payment or any royalties accruing to such royally owner under thrs lease be made in kind. The owner of the soil's or the Commossioner of the General 
Land Office's right to take its royalty rn kond shall not dlmomsh or negate the owner of the soil's or the Commissooner of the General Land Office's nghts 
or Lessee's obligations, whether express or lmphed, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royal toes accruing under !hrs lease (oncludrng those pard on kond) shall be wothout deduc~on for 
the cost of producing, gathering, storing, separalrng, lrealrng, dehydrating, compressing, processing, transporting, and otherwise making !he oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, rncludlng any reimbursements 
for severance !axes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportronale share of any fuel 
used to process gas produced hereunder In any processing plant. Nolwilhslanding any other provisron of this lease, and subject 10 the wnnen consent of 
the owoner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas hit purposes on the leased premises Of for 
onJecuon onto any oil or gas producing fonmallon underlying the leased premises alter the liquid hydrocarbons conlaoned on the gas have been removed, 
no royalloes shall be payable on the recycled gas until It is produced and sold or used by Lessee rn a manner whrch entolles the royalty owners to a 
royalty under this lease 

9. ROYALTY PAYMENTS AND REPORTS. All royaltres no! taken In krnd shall be paid to the Commlssooner of !he General Land Office al 
Auston. Texas. In the followong manner 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth on the Texas Regosler. Rules currently provode !hat royalty on orl 
is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received In the General Land Office on or before the 15th day or the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorozed agent. completed In the form and manner prescnbed by the General Land Office 
and showong the gross amount and dosposllron of all oil and gas produced and the market value of the oil and gas, logelher wolh a copy of all documents, 
records or reports confirming the gross production, disposition and market value lndudong gas meter readongs, pipeline receopts, gas lone receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage. and any other reports or records 
whrch the General Land Office may requore 10 venfy the gross produc~on, dosposotoon and market value. In all cases the authofity of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royally payment shall be accompanoed by a check stub, schedule, summary 
or other remillance advice showong by the assigned General Land Office lease number the amount of royalty beong pard on each lease If Lessee pays 
hos royalty on or before !horty (30) days after the royally payment was due, then Lessee owes a penalty of 5% on the royally or $25.00, Whichever Is 
greater A royally payment which Is over thorty (30) days late shall accrue a penally of 10% of !he royally due or $25 00 whochever os greater In addlloon 
to a penally. royalloes shall accrue interest at a rate or 12% per year: such Interest woll begin 10 accrue when !he royally Is sixty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall Incur a penalty In an amount set by the General Land Office administrative rule 
which Is effective on the dale when the affidavits or supporting documents were due. The Lessee shall bear all responsobilll y for paying or causing 
royalties lo be paid as prescribed by the due date provided herein. Payment of !he delinquency penally shall in no way operate to prohibit the Stale's 
right of forfeiture as provided by law nor act 10 postpone the date on which royalloes were onglnally due. The above penalty provisions shall not apply on 
cases of uUe dispute as 10 the Stale's portron of the royally or to that portoon of the royally in dospute as lo fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnrsh the Commrssioner of !he General Land Office 
woth its best possoble estimate of oil and gas reserves underlyong this lease Of allocable to thrs lease and shall furnish saod Commissooner wtth copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts wolhrn thirty (30) days alter 
entering Into or makrng such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the producuon, 
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, meters. and pipelines shall at all limes be subject 10 Inspection and examination by !he Commlssroner of the General Land Office, the 
Anorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operations on !his lease shall be submolled lo !he Commissioner of !he 
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 wrlnen notice to the General Land Office shall include copies of Rarlroad Commission forms for application lo drill Copres of well 
tests. completion reports and plugging reports shall be supplied 10 the General Land Office at the lrme they are filed ''~th !he Texas Rarlroad 
Commission. All applications, penmils, reports or other filings !hal reference !his tease or any spec•fic well onlhe leased premises and !hal are submitted 
to the Texas Railroad Commrssion or any other governmental agency shall Include the word "Stale" rn !he utle. Addruonally, In accordance woth Railroad 
Commission rules, any slgnage on !he leased premoses for the purpose of ldentofylng wells, tank baneries or other associated improvements to the land 
must also Include the word "State." Lessee shall supply the General Land Office woth any records, memoranda, accounts, reports, cunings and cores, or 
other Information relative to the operation of lhe above-described premises, which may be requested by the General Land Olfice. In addollon to those 
herein expressly provided lor. Lessee shall have an electrical and/or radloactlvoty survey made on lhe bore-hole section, from the base or the surface 
casing to lhe total depth of well, of all wells drilled on the above described premises and shall transmit a !rue copy of the log of each survey on each well 
10 the General Land Office wolhln fifteen (15) days after !he making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penally whenever reports. documents or other materials are not filed in lhe General Land OHoce 
when due The penally for late filing shall be set by the General Land Olfice admlnostrallve rule which is effecllve on the date When the matenals were 
due in the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary term hereof and pnor to doscovery and 
production of oil or gas on said land, Lessee should droll a dry hole or holes thereon, or rf dunng the pnmary term hereof and alter the doscovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, thos lease shall not lerrnlnale If on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessaUon of production Lessee commences addouonal dllllong or 
reworking operations thereon, or pays or tondors the next annual delay rental in the same manner as provided in this lease. II, dunng the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be completed and abandoned. or the production of ool or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect wolhoul further operations untol the expiration of the primary term: and if Lessee has not resumed 
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production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of !he primary term as the date of cessation of production under Paragraph 13 Should !he first 
well or any subsequent well drilled on !he above described land be completed as a shul ·ln oil or gas well within !he primary term hereof, Lessee may 
resume payment or the annual rental in the same manner as provided herein on or before !he rental paying dale following the expiration of sixty (60) 
days from the dale of completion or such shul·ln oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
expiration or the primary term or any lime !hereafter a shul·in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut·in provisions hereof. 

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of ell or gas from the teased 
premises. after once obtained, should cease from any cause, this lease shall not 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 workmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworking operations result In the production 
of oil or gas. the lease shall remain In full force and effect for so long as oil or gas Is produced from the leased premises In paying quantities or payment 
of shut.Jn oil or gas well royalties or payment of compensatory royalties is 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 not terminate If the Lessee commences additional drilling or reworking 
operations wi thin sixty (60) days after the completion or 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 a workmanlike manner wil houllnlerruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT·IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the stale agency 
having jurisdiction over the production of oil and gas. If, at any time 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 oil or gas In paying quanlllles Is located on the leased premises, but oil or gas Is not being 
produced for lack of suitable producllon facilities or lack of a suitable market, then Lessee may pay as a shul·in oil or gas royally an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 or 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 shul·in oil or gas royally must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 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·hal f ( 1/2) to the Commissioner of the General Land Office and one· 
half ( 1/2) to the owner o f the soil. If the shut-In oil or gas royally Is paid, lhe lease shall be considered to 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 nrst day of the month following the month In which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods or one (1) year by paying the same amount each year on or 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 oil or gas royally, oil or gas Is 
sold and delivered in paying quantities from a well located wi thin one thousand ( 1.000) feet of the leased premises and completed In th9 same producing 
reservoir, or in any case In which drainage is occurring, the right to continue to maintain the lease by paying the shut·in oil or gas royally shall cease, but 
the lease shall remain effective for the remainder of the year for which the royally has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royally at the royally ra te provided In the lease of the market value or production from the well causing 
the drainage or which Is completed 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·halr (1/2) to the Commissioner or the General Land Office and one·half (1/2) to the owner or the soil, beginning on or 
before the last day of tho month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royally paid In any 12-month period 
Is an amount less than the annual shul·in ell or gas royally, 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 penally and interest In accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided In 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wrillen approval, the payment 
of compensatory royalties can salisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term II shall 
then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quanlities (including a shut·ln oil or gas well as provided In Paragraph 14 hereof), 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 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas. or any successor 
agency, or other governmental authority having jurisdiction. If at any lime alter the effective dale of the partial termination provisions hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so !hal less acreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding lhe termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof. together with easements and rlghts-of·way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described In Paragraph 1 hereof ("the retained lands"), for 
access to and from the reta ined lands and for the gathering or transportation of oil, 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 terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") In each well located on acreage retained 

•• • • •• • ••• 

• • • • • • • • • • 

•• • •• ••• • • • 
• 

• • • • • •• • • • 



. ' PAGE 

In Paragraph 16 (A) above, unless on or before two (2) years after the promary or extended term Lessee pays an amount equal to one·half (1/2) of the 
bonus oroginally paid as consideration for thrs lease (as specified on page 1 hereof). If such amount rs paid, this lease shall be In force and effect as to 
such deeper depths, and said termination shall be delayed for en addrhonal perood of two (2) years and so tong thereafter as otl or gas rs produced in 
paY'ng quanuties from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as pracucal. bern the form of 
a square Wllh the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office Withrn 
thirty (30) days after partial termination of this lease as provrded 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 certrfied copy of same, shall be filed In the Generol 
Land Office. accompamed by the fihng lee prescrobed by the General Land Office rules In effect on the date the release Is filed. If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office. then tho 
Commissioner at his sole discretion may designate by wrotten Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense In the county or counties where the lease Is located and In the official records of the General Land Olfice and such 
designation shall be blndrng upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of hrs obhgatron 
to protect the oil and gas under the above·descrobed land from being drarned. Lessee, sublessee, recerver or other agent In control of the leased 
premises shall droll as many wells as the facts may justrfy and shall use appropriate means end droll to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addrtlon, rf 011 and/or gas should be produced rn commercoal quanmles Wlthrn 1,000 feet of the leased premrses, 
or rn any case where the leased premrses rs berng drarned by productron of 011 or gas, the Lessee, sublessee. receiver or other agent In control of the 
leased premrses shall In good farth begrn the dnlllng of a well or wells upon the leased premises within 100 days after tho draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises stan producing In commercial quantrtres and shall prosecute such dnllrng wnh drllgence. 
Farlure to satrsfy the statutory offset obligation may subject this lease and the owner of the soirs agency rights to forferture Only upon the determination 
of the Commissioner of the General Land Office and Wllh hrs wnuen approval may the payment of compensatory royalty under applrcable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If. after a good fallh effort, Lessee Is prevented from complying With any express or implied covenant of thos lease, 
from COnducting dnlllng operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebelhon, rrots, 
strrkes, acts of God, or any valid order, rule or regulauon of government authorrty, then while so prevented, Lessee's obligation to comply "'"h such 
covenant shall be suspended and Lessee shall not be liable for damages for farlure to comply wtth such covenants: addrtronally. this lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting drolllng and reworking operations or from producing oil or gas from the leased 
premrses However, nothing in this paragraph shall suspend the payment of delay rentals In order to maintain thrs lease rn effect durrng the prrmary term 
In the absence of such dnlllng or reworking operatrons or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend utle to the leased premises If the owner of the soli defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner or the soil In the leased premrses by paying any mortgage, 
taxes or other liens on the leased premrses. If Lessee makes payments on behalf of the owner ol the sort under thrs paragraph, Lessee may recover the 
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 sorl owns less than the entire undrvrded surface estate In the above 
described land, whether or not Lessee's Interest Is specified herein, then the royalties and rental herein provided to be pard to the owner of the sod shall 
be paid to him In the proportion which hiS Interest bears to the entire undrvrded surface estate and the royaltres and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be lrkewise proponlonately reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner ol the General Land Office, Lessee or hrs authonzed representa~ve must submll to the Commrssroner of the 
General Land Office a writlen statement which explarns the discrepancy between the Interest purportedly leased under lhrs lease and the actual interest 
owned by the owner of the sod The Commissioner of the General Land Office shall be paid the value of the whole producuon allocable to any undrvrded 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undrvided Interest However. In no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undrvided rnterest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the prrmary term, a portion of the land covered by this lease Is Included Within the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soij In accordance With Natural Resources Code Secuons 
52.151·52.154. or if, at any time after the explratron of the prrmary term 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 accordrng to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms or thrs lease durong the prrmary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unit, or, if after the expiration of the prrmary term, the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under thrs lease except water 
from wells or tanks of the owner of the soil: provided. however, Lessee shall not use potable water or water suitable for livestock or lmgatlon purposes 
for waterflood operations without the prlor consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli for damages caused by its operatrons to all personal property, 
Improvements, livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury Its pipelines below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on sard premrses Without 
the wriuen consent of the owner of the SOli. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree or care and all proper safeguards to prevent polluuon WrthOUt 
llmrtlng the foreg01ng, pollution of coastal wetlands, natural waterways, rivers and ompounded water shall be prevenred by the use of containment 
facolrties sufficient to prevent sprllage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at rts drsposal to 
recapture all escaped hyOrocart>ons or other pollutant and shall be responsible for all damage to publrc and pnvate properues Lessee shall burld and 
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maintain fences around Its slush, sump, and drainage pits and tank baneries so as to protect livestock against 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 dean up the dnlllng site of all rubbish 
thereon Lessee shall, while conducting operations on the teased premises. keep said premises free of all rubbish, cons. bollles. paper cups or garbage. 
and upon completion of operations shall restore the surface of the land to 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 hmilatlons In this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, Within one hundred twenty ( 120) days after the expiration or the 
termination 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 
any well capable of producing oil and gas In paytng quantities. Additionally, Lessee may not draw and remove casing until after thtrty (30) days writlen 
notice to the Commissioner of the General Land Otnce and to the owner of the soil. The owner of the SOli shall become the owner of any machinery, 
fixtures. or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the nghts and estates o f etther 
party to this lease may be assigned, In whole or In part, and the (lfovlsions of this lease shall extend to and be binding upon their he•rs, devisees. legal 
representatives, successors and assigns However, a change or division In ownership of the land, rentals, or royalties Will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, Impair the effectiveness ol any payment made by Lessee or Impair the effectrveness of any 
act performed by Lessee And no change or division In ownership of the land, rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
afler the owner o f the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee wtth satisfactory wnllen evidence of the change 
In ownership, Including the original recorded munlments of title (or a certified copy or such original) when the ownershrp changed because of a 
conveyance. A total or parilal assignment of this lease shall, to the extent of the lntorosl assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease If this lease Is assigned In Its enbrety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, accord1ng to the area of each. and failure by one or more of them to 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 tendered; however, If the assignor or assignee does not file a urttfied 
copy of such asslgrvnentln the General Land Office before the next rental paYing date, the entore lease sha" termrnate for fa1lure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. hablht1es, and pena1t1es owed to the State by the 
original lessee or any prior assignee of the lease, lncludtng any ltablhlles to the Stale lor unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). If the owner of the soli acquires this lease In whole or 
in part by assignment wtthoutthe prior writlen approval of the Commissioner of the General Land Office, this lease Is vold as of the lime of assignment 
and the agency power of the owner may be forfeited by the Commissioner. An assignment wtll be treated as 1111 were made to the owner of the soil if the 
assignee Is: 

( 1) a nominee of the 0\_,,er of the son. 
(2) a corporation or subsidiary In which the owner of the soil is a pnnclpal stockholder or Is an employee of such a corporahon or subsld•ary; 
(3) a partnership In which the owner of the soil is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soil; 
(5) a partner or employee In a partnership wt1lch is the owner of the soli; 
(6) a fiduciary for the owner of the soli; Including but not limited to a guardian, trustee, executor, administrator. receiver, or conservator for the 
owner of tho soli; or 
(7) a family member of the owner of the soil or related to the owner or the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner of the soil and place or record a release or releases covering any port1on or portions of the leased premises. and thereby surrender this lease as 
to such portton or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of thtS lease Is properly surrendered, the 
delay rental due under this lease shall be reduced by the pt'oportion that the surrendered acreage bears to the acreage whtch was covered by this lease 
rmmedtately prior to such surrender. however, such release wiU not relieve Lessee ol any habihues 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 lease Is assigned or released, such assrgnment or release must be 
recorded In tho county where the land Is situated, and the recorded instrument, or a copy o f the recorded Instrument cer11fied by the County Clerk of the 
county In which the Instrument Is recorded, must be filed In the General Land Office wtthln 90 days of the last executron date accompanied by the 
prescribed filing lee. II any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining lo the lease ol the above-descnbed land have been Included In this Instrument, 
Including the statement of the true consideration to be pa•d for the execution of this lease and the rights and dulles of the parttes Any colateral 
agreements concem•ng the development of oil and gas from the leased (lfemlses which are not conta•ned tn th•s lease render th1s lease lnvalod. 

31. FIDUCIARY DUTY. The owner of the soli owes the Stale a fiduciary duty end must fully disclose any facts affecttng the State's Interest in 
the leased premises When the interests of the owner of the soot confiict with those or the State, the owner or the soil Is obligated to put the States 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fell or refuse to make the payment of any sum within thirty days after It becomes due. or If Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or il Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee 
should fail to file reports In the manner required by law or fail to comply with rules and regulations promulgated by the General Land Offtee, the School 
Land Board, or the Railroad Commission, or If Lessee should refuse the proper authonty access to the records pertain•ng to operahons, or If Lessee or 
an authorized agent should knowingly fall or refuse to gtve correct Information to the proper authonty, or knowtngly fa•l or refuse to furnish the General 
Land Office a correct log or any well. or If Lessee shall knowingly violate any of the material provisions of th1s lease. or If thts lease rs assigned and the 
assignment Is not filed In the General Land Office as reqwed by law, the nghts acquired under ltus lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently Informed of the facts which authorize a lorfetture, and when forfeited the area shall agaon be 
subject to lease under tho terms of the Rellnqulstvnent Act. However. nothing herein shall be construed as warving the automatic termtnatlon of this 
lease by operallon of law or by reason of any special ltmllalion ansing hereunder Forfeitures may be set as1de and this lease and all rights thereunder 
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reonslaled before the nghl s of another onlervene upon sa~slactOf)' e111dence 10 ohe Commossooner of lhe General Land Office of future comploance "''lh 
the provos1ons of lhe law and of lhos lease and the rules and regul<~loons lhal may be adopted rclatove hereto. 

33. LIEN. In accordance woth Texas Natural Resources Code 52.136. the Stale shall have a forst lien upon all 011 and gas produced from the 
area covered by thiS lease 10 secure payment o f all unpaod royally and other sums of money lhal may become due under this lease By acceptance or 
lhos lease. Lessee grants lhe State. In addouon 10 the hen pro-.ded by Texas Natural Resources Code 52 136 and any other applicable statu10f)' hen. an 
e•press contractual lien on and secunty onleresl in all leased monetals 1n and extracted from the leased premises. all proceeds wt~ch may accrue to 
Lessee from lhe sale of such leased minerals, v.nelher such proceeds are held by Lessee or by a lhord pany, and all fixtures on and lmprO\oements to the 
leased premoses used In connection with the production or processong of sucn leased monerals on order to secure lhe payment of all royalues or other 
amounts due or 10 become due under thos lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breacn of 
eny covenant or condotlon of this lease, whether express or Implied Thos hen and security Interest may be foreclosed woth or wothoul coun proceedongs In 
the manner provided In the Tille 1, Chap 9 or the Texas Business and Commerce Code. Lessee agrees that the Commossooner may requore Lessee to 
execute and record such onstruments as may be reasonably necessary to acknowledge, anach or perfecl this hen. Lessee hereby represents that !here 
are no proor or superior hens arising from and relatong to Lessee's actovoloes upon the above-descnbed propeny or from Lessee's acqulsouon of ttus lease. 
Should the Commissioner at any time determine ohat this representation Is not true, then the Commissioner may declare this lease lorfeoted as provodod 
herem. 

34. POOLING. Lessee Is hereby granted the roghtto pool or unitize the royally Interest of the owner of the SOli under thos lease With any other 
leasehold or mineral Interest lor the exploration. development and producuon of ool or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner or the General Land Office lor the pooling or unltlzong of the Interest or the Stale under this lease 
pursuant tO Texas Natural Resources Code 52.151·52 154 The owner of the soli agrees that the Inclusion of this provision on this lease sabsfies tho 
execuloon requirements slated on Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and doscharges the Stale of Texas and lhe OM'Ier of the SOli, theor olfocers. employees. panners. 
ogems. contractors. subcontractors, guests. onvotees. and theor respecuve successors and assogns. or and from all and any acuons and causes of acuon 
or every nature. or other harm. includong envoronmenlal harm. lor whocn recovery of damages os sought. oncludong. but not lomoted 10. ali losses and 
expenses wnocn are Cllused by the ac11111Ues of Lessee. ots officers. employees. and agents arosong out or. oncidenlallo. or resulung from, the operaloons 
ol or lor Lessee on the leased premoses hereunder, or thai may arise out or or be occasoonod by Lessee's breach of any of the terms or provosoons of thos 
Agruement. or by any other negligent or StriCtly liable act or omosslon of Lessee Funher, Lessee hereby agrees to be hable lor. exonerate. lndemnoly, 
defend and hold harmless the Stale or Texas and the ov.ner of the sod, theor officers. employees and agents, the11 successors or assogns, aga•nst any 
and all ctaoms. hJbohlles. losses. damages. actions. personal •njury (oncludong death). costs and expenses. or other harm lor v.hocn recovery or damages 
os sought, under any thBOf)' oncludong ton. contract. or stncl habohty, oncludong attorneys· lees and other legal expenses, ondud•ng these related 10 
envoronmenlal hazards. on the leased premoses or in any way related 10 Lessee's laolure 10 comply wolh any and all enwonmental lans; those ansong 
from or on any way related to Lessee's operatoons or any other of Lessee's ac~111~es on the leased premoses; these anSing from Lessee's use of the 
surface ol the leased premises; and those that may ansa out of or be occasioned by Lessee's bfeacn of any of the terms or pro111sooru. of this Agreement 
or any other act or omosslon or Lessee. Its directors. officers, employees. partners, agents, contractors. subcontractors. guests. on1111ees. and lheor 
respecl ove successors and assigns. Each assignee of this Agreement. or an Interest therein, agrees to be liable lor, exonerate, Indemnify, defend and 
hold harmless the Stale or Texas and the owner or the soil. theor ollocers. employees. and agents In the same manner provoded above In connection woth 
tho acuvoues of Lessee. ols officers, employees. and agents as aescrobed 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. Lessee shall use the highest degree ol care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium. lncludong soil. surface waters. groundwater, sediments. and surface or subsurface suaoa, ambient a or or any 
other envoronmental medium In, on, or under, the leased premises, by any waste. pollutant, or contaminant Lessee shall not bnng or permot lo remaon on 
tho leased premoses any asbestos contaoning materials. explosives, toxic matenals. or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term ·Hazardous Substance· os defined In lhe Comprehensovo Envoronmenlal Response. Compensa~on and Llabototy Act 
(CERCLA), 42 U S C. Secuons 960 1. el seq ). or toxic substances under any federal. slate. or local law or regula loon ("Hazardous Malenals·). except 
ordonary products commonly used on connec~on woth oil and gas explorauon and development operauons and stored in the usual mamer and quantoues 
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 ATIORNEYS' 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 WRITIEN 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. Thos lease Is Issued under the provisions or Texas Natural Resources Code 52.171 through 52 190, commonly 
known as the Relonquoshment Act. and other applicable slalulos ond amendments thereto. and of any provision In this lease does not conform 10 these 
statutes. the statutes will prevail over any nonconforming lease provoslons 

38. EXECUTION. Thos oil and gas lease must bo signed and acknowledged by the Lessee before ltls filed of record In the county records and 
In the General Land Olfice of the State of Texas. Once the lolong requoremenls found In Paragraph 39 or thos lease have been sausfied, tho elfectove date 
of thts lease shall be the date found on Page 1. 
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39. LEASE FILING. Pursuant to Chapter 9 or the Texas Business and Commerce Code. this lease must be filed of record In the offiCe of the 
County Clerk In any county In which all or any part of the leased premises Is located. and certified copies thereof must be filed In the General Land 
Office. This lease is not effective until a certified copy of this lease (which Is made and certified by the County Clerk from his records) Is filed In the 
General land Office In accordance with Texas Natural Resources Code 52.183. Additionally. this lease shall not be binding upon the Slate unless It 
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 to the General land Office. 

40. PAID-UP RENTALS. NOTWITHSTANDING ANYTHING HEREIN TO THE CONTRARY. this lease IS a Pa1d-Up Lease Delay rentals for 
the second and third years have been prepaid The receipt of the rentals Is hereby acknowledged by the State of Texas and by Fred P Armstrong & 
Ingrid U. Armstrong each party having rece1ved S46 00 for the prepaid rentals 

LESSEE 

PETRO-HUNT. LLC 

~ 
BY· /'-4"4 ) J.d-.. -1-

' BRUCE W. HUNT 

nue PreSident 

Date --~2'2~.3ry,~/~..,~:.,.ckS>.Js:: _____ _ ., 
" 

STATE OF TEXAS 

STATE OF TEXAS 

BY----------------

Individually and as agent for the State of Texas 

Date·-----------

•• • •• • • • • • • • • • • • •• • • • • • • ... ~ ~ " • • .. • • • • • ••• • • 

STATE OF TEXAS 

BY: ~~clM~~RoS~Y 
Individually and as agent fO< the State of Texas 

Date. 2/17/2005 

STATE OF TEXAS 

BY _______________ _ 

Individually and as agent fO< the State of Texas 

Date-----------

(j Tru 
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STATE OF -~==c.::o.A)=~--- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ..cJO....U.t>-V 

BEFORE ME, lho undersigned authollly, on lhis day personally appeared "'B,_.ru.,.c,.e.!W.x. . ...,H"'u"'n.!l.t ____________ _____ _ 

known lome to be the person whose name Is subscnbed to the foregoing Instruments as ._P..,re.,s.,ld"e""n,_t -----------------­

of P tr -Hunt LLC and acknowledged to me thai he 

executed the same lor the purposes and consideration therein e><pressed. In the capactty st.sted, and as the act and deed of s3Jd ;u'I'B>Bbe" '-~-~ ~ . 

Gtven under my hand and seal of office this the ).lfth day of ffit1A. t..b . 20 ~ S" . 

• • 

La-'2h ·~ 
(INDIVIDUAL ACKNOWLEDGMENT) 

known to me to be the persons whose names are subscnbed to the foregOing Instrument, and acknowledged to me that they executed the same for the 

purposes and consoderatoon therein e><pressed 

Goven under my hand and seal of office this the ...!l£.h._ day of February • zoOS 

.. ~,~:~.~·~~;·~t.. NIKKI J. AllEN 
f~/:::K.'J:r--.., Notary Publoc. Stato of Toxas 
) .. ~) .. ! My Commassion Expues 

'{i;: ;; .~..;.~ July 20 2008 
;;;:~··:::...... . STATE OF ___ ____ _ 

COUNTY OF--------

Notary Public In and for Lubbock County 1 TX 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned au!horoty, on thiS day personally appeared-----------------------

known to me to be the persons whose names aro subscnbed to lhe foregoing Instrument, and acknowledged to me thai they executed the same for the 

purposes and consoderatoon therein expressed 

Goven under my hand and seal of office th1s the ___ day of---------- 20 __ 

Notary Public on and for--------------

STATE OF ________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF--------

BEFORE ME, the undersigned authoroty, on this day personally appeared'-----------------------

known to me 10 be the persons whose names are subscribed to the foregoing lnslfiJment, and acknowledged to me that they executed the same for the 

purposes and consldoralion therein e><pressed 

G1ven under my hand and seal or offoce this the ___ day of---------- 20 __ . 

Notary PubliC In and for-------------

4KY r1n.l~or ... ,, •. • ttl~t· . .,. 
OA Ust tH '"' ., ,. 

" '· 'I "'· l MENTAl.. 
.! o~to; ( lJt COLO~ 

= ' ·,.jf,_, trl.t.AAl. 
FILE NO. 1761 

.KII,I.(.t c· ,, , , • 
Lb 

FILIID FOR RECORD ON' THE 12 TR DAY OF MAy 3: 57 p . - ----- -~::.::.. _______ A.D. 2005 _____ K . 

•• • • • • • •• • • • • • • 

•• • •• • • • • • 

1\t-:::--7-'-:=:::...t--DAY OP ___ MA_ Y ___ ____ A. D. 2005 3 :00 P. K. 

• • • • • • • 

D l.AM.NE 0. fU)R£Z I COIJ1ITY CLDU( 
REEVES COUNTY, TE.XAS 

Tru 

••• • • @) • •• 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The abOve and loregomg rs a full. 1rue and cor reel pho!Ographrc copy of !he 
ong111al recoro now 1n my lawful cuslody and possessron. as lhe. Silll1<! 1S 

ft1ed.recorded in 1he pubic records of my oHrce found 1n VOL I UU 
PAGE_lli.THRU 157 OFF[ClAL PUBLIC 

RECORDS 
lherebycenrhedon MAY 19 2002__ 

• • • • • • • • • •• 

•• • •• • • • • • 

• • • • • • • • • • • 

• • 

I ' ' . 

• • • • • ••• 



OWNER NAME 

PETRO-HUNT, L.L.C. / 
1601 Elm Street, Suite 340 

--Dallas, Texas 75201 
(214) 880-8400 

TEXAS GENERAL LAND OFFICE 

Bank One, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO. ~ DATE 

Jan-12-2006 

Page 1 of 1 

CHECK NUMBER AMOUNT 

7003906 $23.00 

LEASE NUMBER 
118 ' 1018732 

ORIGLNAL LESSOR/LEASE NAME DATE 01/12/06 CHECK NO 7003906 
ARMSTRONG FRED P ET UX 

RENTAL PERIOD 
LEASE DATE MONTHS FROM TO FILE ID 
02/07/05 12 02/08/06 02/08/07 68350 - 0037 001 

•••• PAYMENT TYPE •••• DELAY RENTAL ••• • 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER ~ 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVE RM 600 
AUSTIN, TEXAS 78701 
SSN/Tf'X ID 
RECOP1ED BOOK 700 PAGE 149 
PROSPECT N W TO~I\H PROSPECT 
COUNTY/PARISH REEVES 
TRAC'I' NO 19693 
LEG!\! DESCRIPTION 
REEVES COUNTY TEXAS BLOCK 58, PUBLIC 
SCHOOL LAND SURVEY SEC 41 SE/4 SEC. 
44 NE/4 BEING 69 .~0 ACRES MORE OR 
LI::SS 

ENTRY 

STATE TX 

• • • • • •• • •• 

PAYMENT AMOUNT 23 . 00 

BANK SERVICE CHG 

TOTAL AMOUNT 

• • ••• ••• • • • • • • • • • • • • • • • • • • • • • • • • • • ••• • • 
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•••• • • •••• 
•• •• • • • • •• 



PAYEE: DETACH THIS PORTION BEFORE CASHING7K 

"- PETRO-HUNT, L.L.C. 
'. • 1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
' (214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur. Texas 77640 

'(J~ of1 

t Oz 'f3Js 
OWNER NAME OWNER NO. DATE CHECK NUMBER \ /AMOUNT l 
TEXAS ~ENERAL LAND OFFICE 

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME 
118 • 1018732 ARN,;TRQt;G FRED P ET :.JX 

LEASE DATE 
02/07/05 

MONTHS 
12 

F.NTA R L 
FROM 

02/08/07 

p I ER OD 
TO 

02/08/08 

• ••• PAYMENT TYPE •••• DELAY RENTAL •• • • 

TO BE CREDITED TO 

OWNER " 58207 
TEXAS GENERAL LAND OFFICE 
1 700 N CONGRESS AVENUE ROOM 60 
AUSTIN , TEXAS 78701 

ADDITIONAL TEXT 

RECORDED BOOK 700 PAGE 149 ENTRY 

FILE ID 
68350 - 0037 - 001 

PROSPECT N W TOYAH PROSPECT 
COUNTY/PARISH REEVES STATE TX 
TRACT NO 19693 
LEGAL DESCRIPTION 
REEVES "OUNTY TEXAS BLOCK 58, PUBLIC 
SCH' :;L LAND .SURVEY SEC .; I . SE .; SEC. 
44, NE/·1 BEING 69. ACRES )'.QRE R 
LESS 

• • • • ••• • • • • • • • • •• • • • • • • • • • • • • • • • ••• • • • 

Jan-12-2007 7005423 '1-.$23.00 I 
DATE 01/12/07 CHECK NO 70154\ 

PAYMENT AMOUNT 23.00 

BANK SERVICE CHG 

TOTAL AMOUNT 23.00 

• •• • • • • • • . 



• • •••••• • 
• 

• •• • • • •• • 
•• • • • • •••• 
• 

•••• • • •••• 
• • •• • • •• 

Ht" t=lleJ: 0 1 C?-!1 · Dr 
'" J~Uerson, Commissioner 




