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‘ RAL REVIEW SHEET

Transaction # 4543 Geologist: R. Widmayer
Lessor- Armstrong, Fred P. and wife Ingrid U. Armstrong Lease Date: 2/8/2005 Uk
Lesses: Petro-Hunt LLC Acres: 160
LEASE DESCRIPTION
Gounty Base Flle No Part Sec. Block Twp Survey Abst#
| REEVES ’150911 SW/4 21 58 00 PUBLIC SCHOOL LAND 5655
: Ve
| /00
| TERMS OFFERED TERMS RECOMMENDED
Primary Term: 3 years Primary Term 3 years
Bonus/Acre: $150.00 Bonus/Acre $150.00
Rental/Acre: $1.00 Rental/Acre $1.00
Royalty: 15 Royaity 1/5
COMPARISONS
| MF # Lesses Date Term Bonus/Ac. Rental/Ac.  Royalty  Distance
| MF100679 Steve F. Armstrong 10/6/1998 5 years $50.00 $1.00 3/16 Last Lease
| Pen divy Petvo- Huw+ q9/37/0y]| [ SY: $/ss.00 | $1 00 V- 1 Mile North
= F 4
\
Comments:
-5, B

Wednesday, March 16, 2005




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

Recommended: QA‘?‘,g Date: 3 oo

Not Recommended:

Comments:
v Lease Form
Recommended: J2)# Date: ?/ 2 :/ A~
Not Recommended:
Comments:
- —
Matt Edling, Deputy Commissioner Date: d G

Recommended: M

Not Recommended:

Bill Warnick, General Counsel Date: ?’I/ {'d 1%7‘7/

Recommended: 7 :g'ffh)

Not Recommended:

Larry Laine, Chief Clerk Date: Y/[&IO Y

Approved:
Not Approved:

@Mﬁcﬁg_fw Date: (& AFPEOS
si\‘ E




F% /ﬂ/?’%%z G0

W
Date {:lled =3// //)6
Jerry attersor( CJmm:ssnoner

By

et N

/




1601 ExM STREET, STE 3400
THANKSGIVING TOWER
DarLLAs, Texas 75201-7201

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

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 $11,915.00- Lease Bonus \O%&"I
PSL Block 71  Section 3: S %4 $25.00- Filing Fee

Section 26: S %
Section 33: NW %, W %4 NE %, N 4 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 ~ \o4 ™11 §

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 42 325.00- Filing Fee

S— - —
. Armstrong et ux Ingrid U, Armstrong 02/08/05 $9,750.00- Lease Bonus

SL Block 58 Section 21: SW $25.00- Filing Fee
Fred P. Armstrong 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 Bonus \0 G 28

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




1601 ELM STREET, STE 3400
THANKSGIVING TOWER
DALLAS, TEXAS 75201-7201

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

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 $3,450.00- Lease Bonus \0 %
PSL Block 58  Section41l: SE pt _ $25.00- Filing Fec

Section 44; NE pt

Fred P. Armstrong et ux Ingrid U. Armstrong 02/08/05 328,000.00- Lease Bonus ‘ O ';"2,?; é
PSL Block 58  Section 43: All less W 2 NW $25.00- Filing Fee

Fred P. Armstrong et ux Inerid U. Armstrong 02/08/05 $16,000.00- Lease Bonus | OS2
PSL Block S8 Section45:E % 325.00- Filing Fee

Steve F, Armstrong et ux Barbara R. Armstrong 02/08/05 $1,500.00- Lease Bonus

PSL Block 58  Section 29: SWNW 325.00- Filing Fee

Steve F. Armstrong et ux Barbara R. Armstrong 02/08/05 $750.00- Lease Bonus d‘%ﬁo
PSL Block 58  Section 21: SW $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,

1) M

William A. Heame
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Austin, Texas

L —

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 8l day of February 2006, belween lhe Stale of Texas, acling by
and through its agent. Fred P. Armstrong and wife. Ingrid U. Armstrong, of 4803 103™ Swreet, Lubbock, TX 79424

(Give Permanen! Address |
said agent herein referred 1o as the owner of the soil (whether one or more), and Petro-Hunt LLC
of 1601 Eim Steet. Sulle 3400, Dallas, TX 75201-7201 hereinafier called Lessee

(Give Permanent Addiess )

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of tha covenants and agreements 10 be paid, kept and
performed by Lessea under this lease, the State of Texas acting by and through the owner of the soll, hereby grants, leases and lats unto Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, bullding lanks, storing oll and building power
stations, lelephone lines and olher structures thereon, o produce, save, lake care of, real and ransport sald products of the lease, the lollowing lands
situated in Regves County, State of Texas, lo-wit

Southwes! Quaner (SW/4) of Section 21, Block 58, Public School Land Survey

containing 160,00 scres, more of less. The bonus consideration paid for this lease is as follows
To the State of Texas: Nine thousand seven hundred fifty and no/100

Dollars ($ 9.750.00 )

To the owner of the soil: Nine thousand seven hundred fifty and no/100
Dallars ($ 9.750.00 )

\ Total bonus consideration: Nineleen thousand five hundred and no100
Dollars ($ 19.500.00 )

The total bonus consideration paid represents a bonus of One hundred fifty and no/100
Dollars ($ 150.00 ) per acre, on 130 nel acres

2. TERM. Subject 1o the other provisions in this lease, this lease shall be for a term of Thiee (3) years {rom
this date (herein called "pricmary term”) and as long thereafler as oll and gas, or either of them, Is produced in paying quantities from said land. As used
in this lease, the lem “produced in paying quantities”™ means that the receipts from the sale or other suthorized commercial use of the substance(s)
covered exceed oul of pockel operational expenses for the six months last past

3. DELAY RENTALS. Il no wall is commenced on the leased premises on or before one (1) year from this dale, this lease shall lerminate
unless on or before such anniversary dale Lessee shall pay or tender to the owner ol the soll or 1o his credil in the

/.,d_‘h\\. True and Correct
A '/'/J"‘ b, \"- copy of
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Bank, at

of lts successors (which shall conlinue as the depository regardiess of changes In the ownership of sald land), munnunupeciﬂadbdow:haddmon:
Lessea shall pay or tender to tha COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on

or before sald date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from said date. Payments under this paragraph shall be in the following amounts

To the owner of the soll: Sy five and no/100
Dollars ($ §5.00 )

To the State of Texas: Sixty five and no/100
Dollars ($ 65,00 )

Total Delay Rental; One hundred thirly end ne/100 |
Dollars ($ 130.00 ) '

In o like manner and upon like payments or tenders annually, the commencement of 8 well may be further deferred for successive pariods of one (1)
year sach during the primary term All payments or lenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any
assignes 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
ceass to exisl, suspend business, fiquidate, fall or be succeeded by another bank, or for any reason fall or refuse lo accept rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 1o Lessee a proper |
recordable instrument naming another bank as agent 1o recelve such payments or tenders, I

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

{A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid farm at the mouth of the well and also
as all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or othar equipment, as hereinafter provided, |
shail be 1/5™ part of the gross production or the market value thereof, at the oplion of the owner of the soll or the Commissioner of the General Land
Office, such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid for oll, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or
paid in the genaral area where produced and when run. or 3) the gross proceeds of the sale thereol, whichever is the greater. Lessae agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cos! 1o the royalty owners through an adequate oil
and gas separator of conventional type, or other equipment at leas! as efficient, 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 walved, in writing, by the royally owners upon
such terms and conditions as thay prescribe

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocarbons and gaseous substances
nol defined as oll in subparagraph (A) above, produced from any well on said land (except as provided herein with respect lo gas processed In a plant
for the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5™ part of the gross production or the market value thereol, at the option
of the owner of the soll or the Commissioner of the General Land Office, such value 10 be based on the highest marke! price paid or offered for gas of
comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; |
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute, |
and the standard base temperature shall be sixty (60) degrees Fahrenheit, comection to ba made lor pressure according o Boyle's Law, and for specific
gravity according lo tests made by the Balance Method or by the most approved method of lesting being used by the industry at the time of testing

(C) PROCESSED GAS, Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasolina or other liquid
hydrocarbons shall be 1/5” part of the residue gas and the liquid hydrocarbons extracted or the market value thereol, at the option of the owner of the |
soll or the Commissioner of the General Land Office. All royalties due herein shail be based on one hundred percent (100%) of the total plant production
of residue gas aiiributable to gas produced from this lease, and on fifty percent (650%), or that percent accruing to Lessee, whichever is the greater, of
the total plant production of liquid hydrocarbons altributable 10 the gas produced from this lease, provided that If liquid hydrocarbons are recovered from
gas processed In a plant in which Lessee (or its paren|, subsidiary or affiliate) owns an interest, than the parcentage applicable lo liquid hydrocarbons
shall be fifty parcent (50%) or the highes! percent accruing to a third parly processing gas through such plant under a processing agreement negotiated
at arm's length (or if there is no such third party, the highes! percent then being specified in processing agreements or contracts in the industry),
whichaver is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or
offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue gas (or the
weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the grealer. In no event, however, shall the royalties
payable under this paragraph be lass than the royalties which would have been due had the pas not bean processed |

|

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry” or any other gas, by fractionating, burning or any other processing shall be 115" part of the gross
production of such products, or the market value thereol, at the 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 markel 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
graater

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 pald 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 tast day of the month succeeding the anniversary date of this lease a sum equal to the tolal annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre

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

True and Correct
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Lard Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Olffice’s rights
of Lessee’s obligations, whether express of implied, under this lease

7. NO DEDUCTIONS. Lessae agrees that all royalties accruing under this lease (Including those paid In kind) shall be without deduction for
the cost of producing, gathering, storing, separalting, treating, dehydraling, compressing, processing, transporting, and otherwise making the oll, gas and
othar products hereunder ready for sale or use, Lessee agrees Lo compule and pay royalties on the gross value received, Including any reimbursements
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
used lo process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject lo the written consent of
tha owner of the soll and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any ol or gus producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed,
no royalties shall be payable on the recycled gas until it Is produced and sold or used by Lessee in a manner which entities the royalty owners to a
royalty under this lease

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid 1o the Commissioner of the General Land Office at
Austin, Texas, in the following manner.

Paymenl of royalty on production of oit and gas shall be as provided in the rules sel forth In the Texas Register. Rules currently provide that royalty on oll
i due and mus! be recelved in the General Land Office on or belore the 5th day of the second manth 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 of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager of other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all ol and gas produced and the markel value of the oll and gas, together with a copy of all documents,
records of reports confirming the gross production, disposition snd market value including gas meter readings, pipeline receipts, gas line receipls and
other checks of memoranda of amount produced and put INto pipelines, tanks, or pools and gas lines or gas storage, and any other repors of records
which the General Land Office may require o venty the gross production, disposition and market value, In all cases the authority of a manager or agent
10 st lor the Lessee herein musi be fled in the General Land Office. Each royally payment shall be accompanied by a check stub, schedule, summary
or pther remittance advice showing by he assigned General Lend Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or bafore thirty (30) days after the royally payment was due, then Lessee owes a penalty of 5% on the royally or $25.00, whichever s
greater. A royally payment which s over thirty (30) days late shall accrue a penalty of 10% of the royaity due or $25.00 whichever is greater. In addition
lo @ penalty, royalties shall accrue interest al a rate of 12% per year, such interes! will begin 10 accrue when the royalty Is sixty (60) days overdue.
Affidavits and supporting documents which are nol filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paying or causing
royalties 10 be pald as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 10 prohibit the State’s
right of forfeiture as provided by law nor act 1o postpone the date on which royalties were originally due, The above penally provisions shall not apply in
cases of title dispute as 10 the State’s portion of the royalty or 1o thal portion of the royalty in dispute as o lalr market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furmnish the Commissioner of the General Land Office
wilh Its bes! possible estimate of ol and gas reserves underlying this lease or allocable o this lease and shall lumish said Commissioner with copies of
all contracts under which gas Is sold or processed and all subsequent agreements and amendments Lo such contracts within thirty (30) days alter
entering into or making such conlracts, agreements or amendments. Such contracts and agr when 1 d by lhe General Land Office shall be
heid in confidence by the General Land Office uniess otherwise authorized by Lessee All other contracts and records pertaining lo the production,
transportation, sale and marketing of the ol and gas produced on said pramises, including the books and accounts, receipts and discharges of all wells,
lanks, pools, meters, and pipelines shall al all mes be subject 1o inspection and examinalion by the Commissioner of the General Land Office, the
Attorney General, the Governor, of the representative of any of them

(B) PERMITS, DRILLING RECORDS. Written nolice of all operations on this lease shall be submitied to the Commissioner of the
General Land Office by Lessea or operator five (5) days before spud dale, workover, re-antry, lemporary abandonment o plug and abandonment of any
well or wells. Such written notice 1o the General Land Office shall include coples of Rallroad Commission forms for application to diill. Copies of well
lests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Rallroad
Commission. All applications, permils, reports or other filings that reference this lease or any specific well on the leased premises and thal are submitted
1o the Texas Raliroad Commission or any other governmental agency shall include the word “Stale” in the title. Additionally, in accordance with Railroad
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other assoclated improvements to the land
must also include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cullings and cores, or
other information relative lo the operation of the above-described premises, which may be requested by the General Land Office, in addition to those
herein expressty provided for, Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base ol the surlace
casing 1o the total deptn of well, of all wells drilled on the above described premises and shall transmil a true copy of the log of each survey on each well
10 Ihe General Land Office within fileen (15) days after the making of sald survey.

(C) PENALTIES. Lessee shall incur @ penalty whenever reports, documnents or other malerials are not filed In the General Land Office
when due. The penalty for late filing shall be sel by the General Land Office administrative rule which Is effective on the date when the malerials were
dua in the General Land Office

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereol and prior 1o discovery and
production of oll or gas on sald land, Lessee should dnll a dry hole or holes thereon, or il during the primary lerm hereol and afler the discovery and
actual production of oll or gas from the leased premises such production thereol should cease lrom any cause, this lease shall not terminate if on or
belore the expiration of sixty (60) days from date of completion of sald dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the las!t year ol the
primary lerm or within sixty (60) days prior thereto, 8 dry hole be compleled and abandoned, or the production of oll or gas should cease for any cause,
Lessee’s rights shall remain In full force and effect without further operations until the expiration of the primary term; and if Lessee has nol resumed
production In paying quantities sl the expiration of the primary lerm, Lesses may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 13, using the expiralion of the primary term as the date of cessation of production under Paragraph 13. Should the first
wall of any subsequent well drilled on the above described land be compleled as a shut-in oll or gas well within the primary lerm hereol, Lessee may
resurma payment ol the snnual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
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days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in ofl or gos well |s 1 on the | d pr es, payments may be made in accordance
with Ihe shul-in provisions hersol.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the axpiration of tha primary term, neither oil nor gas is baing
produced on said land, but Lessea is then angaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
sald well or for drilling or reworking of any additional wells are prosecuted in good faith and In workmaniike manner without interruptions totaling more
than sixty (80) days during any one such operation, and If they result in the production of oil and/or gas, so long thereafler as oil and/or gas is produced
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING, I, aftar the expiration of the primary term, production of oll or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall nol terminate i Lessee commences additional drilling or reworking
operations within sixty (80) days after such cessation, and this lease shall remain in full force and effect for so long as such opaerations 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 oll or gas, the lease shall remain in full force and effect for 5o long as oll or gas is produced from the leasad premises in paying quantities or payment
of shut-in oil or gas well royalties or payment of compensalory 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 lsase will nol lerminate If the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect 8o long as Lesses continues drilling or
reworking operations in good faith and in a workmaniike manner without interruplions lotaling more than sixty (60) days. Lessee shall give written notice
10 tha 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 slale agency
having jurisdiction over the production of oll and gas. If, at any time after the expiration of the primary term of a leasa that, until being shut in, was baing
maintained In force and effect. a well capable of producing oil or gas in paying quantities is located on the leasad premises, bul oll or gas Is not being
produced for lack of sultable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. W
Paragraph 3 of this lease does not spacify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
{81.00) per acre. To be effective, each initlal shut-in oil or gas royalty mus! be paid on or befora: (1) the expiration of the primary term, (2) 60 days after
the Lessea ceases 1o produce oll or gas from the leased premises, or (3) 60 days afler Lessee completes a drilling or reworking operation in accordance
with the leasa provisions; whichaver date is latest. Such paymant shall be made one-hall (1/2) to the Commissionar of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oll or gas royalty |s paid, the lsase shall be considered to be a producing lease and tha payment shall
axtend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, If no suitable production facilities or suitable market for the oil or gas exists, Lessea may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or 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 oll 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 | d premises and completed in the same producing
ruqrvait.uhmmhmwilmﬁm_hmmmmmmmhhmwmmNhuﬂugnmﬂmeﬂ.M
the lease shall remain affective for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
imoa'dnmmmchummphmhnnwmpmdudmrwmm“muul(f.oomlmdm' d premi Tha comp Yy
tuyallyllIobuplldmmﬂiy.m-hdl(!f?}!oﬂncmmu!ltnGowdwom«wm.ﬂlinploth-mo!vnld.wmmu
b-rmunummdmmumhmmmmmmwumuummmmmmwumuhmhw
same producing reservoir and located within one thousand (1.000) fest of the leased premises. If the compensatory royalty paid in any 12-month pariod
i an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the difference within thirty (30) days from the end of the
12-momhpuhd.cunpmsmmymywmnmummmmmmwmmmmeedm
lease. None of these provisions will relleve Lassea of the obligation of reasonable development nor the obligation to drill offset wells as provided In
Texas Natural Resources Code 52.173; however, al the d wation of the Ce issioner, and with the Commissioner’s writtan approval, the payment
of compensatory royallles can satisly the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capabla of producing oil or
gas has been complated on the leased premises, Lessee shall exercise the difigence of a reasonably prudent operator In drilling such additional well or
wells as may be reasonably nacessary for the proper davelopment of the lensed 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 it shafl
then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding sach oil well capable of producing In paying quantities and 320 acres
nwrmndhwuﬁgumllmhholpmdmﬂwhp-ﬂmmmﬂﬁnllndudtngu'rm!-{ndlotoumluwwmdlnPw 14 hereof), or a well
wmanumhMWlnm!kmmdﬂllngummmou«om.ormmommd-auhdudodlnapm-clnnmdnduﬂ b
pursuant to Texas Natural Resources Code 62 151.52.154, or (3) such greater or lesser number of acres as may then be allocated for production
WsloamummlllornchludnMﬂmmﬂmﬁ«hm&tuﬂmumumwmdum.umym
agency, or other governmental authotity having jurisdiction. tlmmmmulmmm“dmolmmummmmw.m
-ppuclhieMnﬂnmd\muhmﬂamﬁm-ﬂmnmﬂmﬂwwmﬂwmllMaﬂarlnwatocbnddmlorwall!m
;mducﬂmpl.lpoul.lhhhmwhminmﬂmllulodlmmmmummlwmﬂweillwproduuuonwpoln
N«dmmmnonnmmdumm»:o-wamummw,anannduumwmmmnmwm
|oonams-mum.mwmmhmrﬂmmmmmmwam1wd‘wumwwwmh
axisling roads, existing pipelines and other existing lacilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands”), for
access 1o and from the ratained lands and for the gathering or transportation of ofl, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the even! this lease is in force and effect two (2) years afler the expiration dale of the primary or extended term it
shall further tarminate as to all depths balow 100 feet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage relained |
in Paragraph 16 (A) above, unless on or befora two (2) years after the primary or extended lerm Lesseo pays an amount equal 1o one-half (1/2) of the |
bonus originally paid as consideration lor this lease (as specified on page 1 hereol). If such amount Is pald, this lease shall be in force and effect as to
such deeper depths, and said termination shall ba delayed for an additional period of two (2) years and s0 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 retained hereunder as 10 each well shall, as nearly as practical, be in the form of
@ square with the well located in the cenler thereol, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases conlaining a satistactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the Genaral
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the dale the release is filed. If Lessee fails or refuses
lo execute and record such release or releases within ninely (90) days after being requested o do so by the General Land Office, then the
Commissioner al his sole discretion may designate by written instrument the acreage and/or depths o be released hereunder and record such
instrument al Lessee's expense in the counly or counties where the lease is localed and In the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royallies paid, or 1o be paid, under this lease shall relleve Lessee of his obligation
1o protect the oll and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may |ustily and shall use appropriate means and drill 10 a depth necessary 1o preven! undue drainage ol
oll and gas from the leased premises. In addition, If ol and/or gas should be produced In commercial quantities within 1,000 leel of the leased premises,
or In any case where the leased premises s belng dralned by production of oll or gas, the Lesses, sublesses, receiver or other agent in control of the
leased premises shall in good laith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the
wall or wells completed within 1,000 feet of the leased premises stan producing in commercial quantities and shall prosecute such drilling with diligence
Fallure 1o satisty the statutory offsel obligation may subject this lease and the owner of the soll's agency rights to fodeiture. Only upon the delermination
of the Commissioner of the General Land Office and with his written approval may Lthe payment of compensatory royalty under applicable statutory
par lers salisty the obligation 1o drill an offset well of wells required under this paragraph

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducting drilling operations on the leased premises, or from producing oll or gas from the leased premises by reason ol war, rebellion, riots,
sirikes. acts of God, or any valid order, rule of regulation ol government authority, then while so prevenied, Lessee's obligation 1o comply with such
covenant shall be suspended and Lessee shall nol be liable for damages for fallure 1o comply with such covenants, additionally, this lease shall be
extended while Lessee is prevented, by any such cause, lrom conducting drilling and reworking operati of from producing oll or gas from the leased
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order Lo maintain this lease in effect during the primary term
in the absence of such drilling or reworking operations or production of oll or gas.

19. WARRANTY CLAUSE. The owner of the soll warrants and agrees 10 defend title 1o the leased premises. If the owner of the soll delaulls
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soll in the leased premises by paying any morigage,
laxes or other liens on the leased premises. If Lessee makes payments on behall of the owner of the soll under this paragraph, Lessee may recover the
cos! of these payments from the rental and royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. If tha owner of the soll owns less than the entire undivided surface estate in the above
described land, whether of not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid 1o the owner of the soll shall
be paid to him in the proportion which his interest bears 10 the enlire undivided surface estate and the royallies and rental hereln provided 1o be paid to
the Commissioner of the General Land Office of the State of Texas shall be likewise proponionately reduced. However, belore Lessee adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit 1o the Commissioner of the
General Land Office a wiitten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soll. The Commissioner of the General Land Office shall be paid the value of the whole production allocable 1o any undivided
Interest not covered by a lease, less the proportionale development and production cost allocable Lo such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable 1o the undivided interest nol leased an amount less
than the value of one-sixteenth (1/16) of such gross production

(B) REDUCTION OF PAYMENTS. II, during the primary term, a portion of the land covered by this lease is included within the boundaries
ol @ pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Nalural Resources Code Sections
52.151-52.154, or If, at any Ume after the expiration of the primary lerm or the extended tarm, this lease covers a lesser number of acres than the 1otal
amount described herein, payments thal are made on & per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, of otherwise severed, so thal payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres oulside the boundaries ol a pooled unit, or, If after the expiration of the primary term, the number of acres
actually retained and covered by this lease

21. USE OF WATER. Lesses shall have the nght 1o use water produced on said land necessary for operations under this lease excepl waler
from wells or tanks of the owner of the soil, provided, however, Lessee shall not use potable water or waler sultable for livestock or irigation purposes
for waterflood operations without the prior consent of the owner of the soll

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by Its operations to all personal property,
improvernents, livestock and crops on said land.

23, PIPELINE DEPTH. When requesled 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 1o any house o bam now on sald premises without
tha written consenl of the owner of the soll.

25. POLLUTION. In developing this area, Lessee shall use the highes! degree of care and all proper safeguards 1o prevent poliution. Without
limiting the foregoing, pollution of coastal wetlands, nalural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient 1o prevent spillage, seepage or ground water contamination. In the event of pallution, Lessee shall use all means al its disposal 10
recaplure all escaped hydrocarbons or other pollutant and shall be responsible for all damage lo public and privale properties. Lessee shall bulld and
maintain fences around its slush, sump, and drainage pits snd tank batteries so as lo protect livestock against luss, damage or Injury, and upon
completion or abandonment of any well or wells, Lessea shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botties, paper cups of garbage,
and upon completion of operations shall restore the surface of the land 1o as near its original condition and contours as Is practicable. Tanks and
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equipmant will ba kep! painted and presentable

26. REMOVAL OF EQUIPMENT. Subject to limiations in this paragraph, Lessee shall have the nght to remove machinery and fixtures placed
by Lessse on the leased pramises, including the right to draw and remove casing, within ona hundred twanty (120) days aRer the expiration or the
termination of this lease unless the owner of the soil grants Lesses an extension of this 120-day period. However, Lassea may not remove casing from
any well capable of producing ol and gas in paying quantities. Additionally, Lessee may nol draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and 10 the owner of the soll. The owner of the soil shall become the owner of any machinery,
fixiures, or casing which are not timely removed by Lessee under the terms of this paragraph

27. (A) ASSIGNMENTS. Undar the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either

party o this lease may be assigned, in whole or in parl, and the provisions of this lease shall extend 1o and be binding upon their heirs, devisees, legal

tatives, » and assigns, However, a change or division in ownarship of tha land, rentals, or royaliies will not anlarge the obligations of

Lum diminish the rights, privileges and estates of Lessee, impair the effectivenass of any payment made by Lessee or impair the affectiveness 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 \
after the owner of the soll (or his heirs, devisees, legal representatives or assigns) fumishes the Lessee with satisfactory wrilten evidence of the change J
|

In ownership, Including the original recorded muniments of title (or a cerlified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of tha interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. |f this lease is assigned in its entirety as 1o only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of aach, and fallure by one or more of them lo pay his share of the rental shall not affect
Ihis lease on the part of the land upon which pro rata rentals are limely paid or lendered; however, if tha assignor or assignes doss not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for fallure 1o pay the entire rental
due under Paragraph 3. Every assignee shall succeed 1o all rights and be subject to all chligations, liabilities, and penalties owed 1o the State by the
original lessea or any prior assignee of the iease, Including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithatanding any provision in Paragraph 27(a), if the owner of the soll acquires this lease in whole or
in pant by assignment withou! the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of
and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if | were made to the owner of the soll if the

nssignes is

(1) a nominee of the cwnar of the soll,

{2) a corporation or subsidiary in which the owner of the soll is a principal slockholder of is an employee of such a corporation or subsidiary;
uuwwhnﬂchhmulﬂnnlhommhmmdwdum

(4) & principal ider or employee of the corporation which Is the owner of the soll;

(5) @ partner or employee in a partnership which is the owner of the soll,

(8) m fiduciary for the owner of the soil; including but not limited to a guardian, trustee, axeculor, administrator, recelver, or conservator for the
owner of the soll; o

{7) & family member of the owner of the soll or related to the owner of the soll by maniage, blood. or adoption

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lum:nryalmu'nolmwmwm'
owner of the soll and place of record a release or releases covering any portion or portions of the | d p and th y surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage sumendered. lf-nyputoluiuluuhwwdymm the
delay rental due under this lease shall be reduced by the proportion thal the surrendered acreage bears 1o the acreage which was covered by this lease
immediately prior 10 such surrender, however, such releass will nol relieve Lessee of any llabilities which may have accrued under this lease prior 1o the
surrender of such acreage.

29, FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this loase Is assigned or rel such o W or rel must be
recorded in the county whare the land is situnted, and the recorded instrument, or & copy of tha recorded Instrumaent certified by the County Clerk of the
county in which the instruman! is recorded, mus! be filed in the General Land Office within 80 days of the last execution date accompanied by the
prescribed filing fee. I any such assignment is not so filed, the rights acquired under this lease shall ba subject 1o forfelture at 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 Ihis instrument,
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral
agreaments conceming the development of oll and gas from the leased premises which are not contained in this lsase render this lease invalid.

31. FIDUCIARY DUTY, The owner of the soll owes the Stale a fiduciary duty and must fully disclose any facts affecting the State’s interes! in
the o When the of the owner of the sail conflict with those of the State, the ownar of the soll is obligated to put the State's

Intarests before his personal Interests

32. FORFEITURE. If Lessee shall ail or refuse to make the paymeni of any sum within thirty days afler It bacomes due, or If Lesses or an
authorized agent should knowingly make any false return or false report conceming production of drilling, or If Lessee shall fall or reluse 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 1o file reports in the manner required by law or fall 1o comply with rules and regulations promulgated by the General Land Office, the School
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or
an puthorized agent should knowingly fall or refuse to give correct information 1o the proper authority, or knowingly fail or refuse to fumnish 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
sssignment is not fled In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and whan forfeited the area shall again be
subject to lease under the terma of the Relfinquishment Act However, nothing hersin shall be construed as walving the automatic termination of this
Jense by operation of law or by reason of any spacial limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervens upon satisiactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto

33. LIEN. In accordance with Texas Natural Resources Code 52.138, the State shall have a first lien upon all oil and gas produced from the
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area covered by this lease 10 secure payment of all unpaid royaity and other sums of money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition (o the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an
express contractual lien on and secunty interest in all leased minerals In and exiracied from the leased premises, all proceeds which may accrue o
Lesses from the sale of such b d minerals, whether such pr ds are held by Lessee or by @ third party, snd all fixiures on and improvements 1o the
leased premises used in connection with the production of p ing of such k d is In order 10 secure the payment of all royalties or other
amounts due or 10 become due under this lease and 10 secure payment of any damages of loss thal Lessor may sulfer by reason of Lessee’s breach of
any covenant of condition of this lease, whether express of implied. This llen and security inleres! may be lorecliosed with or withoul court proceedings in
the mannes provided in the Title 1, Chap 8 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee 1o
execute and record such instruments as may be reasonably necessary 1o acknowledge, attach or perfect this lien. Lessee hereby represents that there
are No pHor of supenor liens ansing from and relating 1o Lessee's activities upon the above-described property or from Lessee’s acquisition of this lease
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein

34. POOLING. Lessee is hereby granted the right to pool or unitize the royally interest of the owner of the soll under this lease with any other
leasehold of mineral interest for the exploration, developr and production of oll or gas of either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the General Land Office for the pocling or unitizing of the interast of the State under this lease
pursuant 10 Texas Nalural Resources Code 52 151-52.154. The owner of the soll agrees that the inclusion ol this provision in this lease satisfies the
execution requirements staled in Texas Natural Resources Code 52 152

35, INDEMNITY. Lessee hereby releases and discharges (he State of Texas and the swner of the soll, their officers, employess, parners,
agenis, contractors, subcontraciorns, guests, invilees, and thelr respective successors and assigns, of and from ail and any actions and causes of action
of every nature, or other harm, including environmental harm, for which recovery ol damages Is sought, including, but not limiled lo, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental (o, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise oul of or be occasioned by Lessee's breach of any of ihe lerms or provisions of this
Agreement, or by any other negligent or strictly luble act or omission of Lesses. Further, Lessee hereby agrees (o be llable for, exonerate, indemnify,
dalend and hold harmiess the Siate of Texas and the owner of the soll, their officers, employees and agents, their successors of assigns, against any
and all cliums, llabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages
Is soughl, under any theory including lorl, contract, or strict liabllity, including atiomeys’ fees and other legal expenses, including those relaled o
environmental hazards, on the leased premises of in any way relaled 10 Lessee's laliure 10 comply with any and all environmental laws, those arising
from or in any way relaled to Lessee’s operations or any olher of Lessee’s aclivities on the leased premises, those arising from Lessee's use of the
surface of the leased premises; and those thal may arise oul of or be occasioned by Lessea's breach of any of the terms or provisions of this Agreemaent
of any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontraciors, guests, invilees, and their

successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees 10 be llable for, exonerate, indemnity, defend and
held harmiess the Stale of Texas and the owner of the soill, their officers, empioyess, and agents In the same mannel provided above In connection with
the activities ol Lessee, its officers, employess, 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. Lusses shall use the highes! degree of care and all reasonable saleguards 10 prevent contamination or
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, of under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit 1o remain on
the leased premises any asbeslos containing malerials, explosives, loxic materals, or substances regulaled as hazardous wasles, hazardous materials,
hazardous substances (as the lerm “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U S C. Sections 9601, et seq ), or loxic substances under any lederal, state, or local law or regulation ("Hazardous Materials®), except
ordinary products commonty used In connection with oll and gas exploration and development operations and stored In the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION, LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease |s issued under the provisions of Texas Natural Resources Code 52171 through 52.180, commonly
known as the Relinquishment Act, and other applicable slatutes and amendments therelo, and il any provision in this lease does nol conform to these
stalutes, the statutes will prevail over any nonconlonming lease provisions

38. EXECUTION. This oll and gos lease mus! be signed and acknowledged by the Lessee belore it is filed of record in the county records and
in the General Land Office of the Stata of Texas Once Ihe filing requirements lound in Paragraph 39 of his lease have been salisfied, the effective date
ol this lease shall be the date found on Page 1

39. LEASE FILING. Pursuani to Chapler @ of the Texas Business and Commerce Code, this lease mus! 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 coples \hereal must be filed in the General Land
Office. This lease is not effective until a centified copy of this lease (which Is made and centified 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 shill not be binding upon the State unless it
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recites the aclual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall

accompany such cerlifiad copy o the General Land Office

40. PAID-UP RENTALS. NOTWITHSTANDING ANYTHING HEREIN TO THE CONTRARY, this Lease is a Pald-Up Lease. Delay rentals for
the second and third years have been prepald. The receipt of the rentals is hereby acknowledged by the State of Texas and by Fred P. Armstrong &

Ingrid U. Armstrong each party having received $130.00 for the prepaid rentals
LESSEE
PETRO-HUNT, LLC

2
BY: ;Z,—();ﬁ,ﬁa—--rp_'

BRUCE W. HUNT
Title: President

Date 23 /24//05

STATE OF TEXAS

Vd
ay: & Leel I’Ja gl Tep
FRED P. ARMSTRONG
Individually and as agent for the State of Texds

Date: _ 2/17/2005

STATE OF TEXAS

By

Individually and as agent for the State of Texas

\ |\ﬂ’H

STATE OF TEXAS

By oo
INGRID UfARMSTRONG
Individually and as agent for the State of Texa

Date:  2/17/2005

STATE OF TEXAS

ay

Individually and as agent for the State of Texas

Date: Date i
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STATE OF Aﬁ—i&“!) —
COUNTY OF _LQQA.M,L

BEFORE ME, the undersigned suthority, on this day personally appeared Bruce W, Hunt

(CORPORATION ACKNOWLEDGMENT)

known 1o me o be the person whose name I8 subscribed o the foregoing Instruments as President
of Petro-Huni, LLG

= and acknowledged 10 me thal he

executed the same for the purposes and consideration therein expressed, in the capacity slated, and as the act and deed of said sermpesstien M?“'“j =

2008

RRLLLLITT

¥ ’ %
Given under my hand and seal Uly'#l&e 1tAs the T@_ﬂ,buay of ML_L_. —_—
\n ) 3

C
Notary Public in and lor !-tgg %___

STATE OF __TEXAS {INDIVIDUAL ACKNOWLEDGMENT)

W
T

COUNTY OF __LUBBOCK

BEFORE ME, the undersigned autharity, on this day personally appeared Frad P, Armstrong and wite Ingrid U, Armsuong

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

purposes and consideralion therein expressed

Februar

s kh

Notary Public in and for Lubbock County,

2005

\ Ml

Given under my hand and seal of office this the __ 1 7th gay o

NIKKI J. ALLEN
Notary Public, State of Texas
My Comumission Expies {

July 20, 2008 ‘

Texas

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known o me o be the persons whose names are subscribed to the foregoing instrument, and acknowledged 1o me thal they execuled the same for the

purposes and consideration therein expressed

Given under my hand and seal of office this the dayofl . 20

Notary Public in and for ____

STATE OF __ _ ) (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF ) -

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

known lo me o be the persons whose names are subscribed 10 the loregoing Instrument, and acknowledged 10 me that they executed the same for the

purposes and consideration therein expressed

Given under my hand and seal of office this the _ dayol _ ; . 20

Notary Public in and flor
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and loregoing is a full, true and correct photographic copy of the
original record now in my lawlul custody and possession, as the iaanf)is
filed/recorded in the public records of my office. found in VOL. .

PAGE _113 THRU . FFIC&L‘ORBELIC
EOry,  |herebyceniedon MAY 19, 2005

i | “% DIANNE O. FLOREZ, COUNTY CLERK
REFVES COUNTYITEXAS
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General Land Office
Relinquishment Act Lease Form
Revised, September 1997

R e B el e R TR Y

Austin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and antered into this Bith day of

. 2005, between the State of Texas, acting by

and through its agent, Ammstrong, of gfo 3410 967 Street, Suite 5, Lubbock, TX 79423
(Give Permanent Address)

sald agent herein referred o as the owner of the soll (whether one or more), and Patro-Hunt LLC

of 1601 Eim Street, Sulte 3400, Daligs, TX 76201-7201 hereinafer called Lessee
(Give Permanant Address |

1. GRANTING CLAUSE. For and In considaration of the amounts stated below and of the covenants and agreemants to be paid, kept and
performed by Lessee under this lease, the Stale of Texas acling by and through the owner of the soil, hereby grants, leases and lets unlo Lessee, for
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, bullding tanks, storing oll and building power
stations, telephone lines and other structures thereon, to produce, save, take care of, treal and transport sald products of the lease, the following lands
situated in Reaves County, State of Texas, 1o-wil

Southwest Quarter (SW/4) of Section 21, Block 58, Public School Land Survey
containing 160.00 acres, more or less. The bonus consideration paid for this lease is as follows

To the State of Texas: Saven hundred fifty and no/100
Daollars (S 750.00 )

To the owner of the soil: Seven hundred fifty and no/100
Dollars (§ 750,00 )

Total bonus consideration: One thousand five hundred and no/100
Dollars ($ 1.500.00 )

The lotal bonus consideration pald represents a bonus of One hundred fifty and noal100
Doltars ($ 150,00 ) per acre, on 10 nel acres

2. TERM. Subject 10 the other provisions in this lease, this lease shall be for a term of Three (3) years from
this date (herein called “primary term”) and as long thereafier as oil and gas, or either of them, is produced in paying quantities from said land. As used
lnlf-lohm.uul-nn‘wodmdhp-yhoa\wﬂmm‘m"Mhl-c-bhhmhmumlwmxﬂmuudmmwwoh]
coverad exceed out of pockel operational expenses for the six months las! past

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, his lease shall lerminate,
unless on or before such anniversary date Lessee shall pay or tender 10 the owner ol the soll or 10 his credit in the
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Bank, at
oriumu[mmmmnhwuﬂudwmwlrﬂoudd\lnqummmﬂﬂpdumund).lho.moumlpocnbdbdow:hlﬂdmon,
Lessee shall pay or tender lo the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on
or before said date. Payments under this paragraph shall operale as a rental and shall cover the privilege of deferring the commencement of a well for
one (1) year from sald date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: Five and no/100
Dollars ($ .00 )
To the State of Texas: Five and no/100
Dollars ($ 5.00 )
Total Delay Rental: Ten and no/100
Dollars ($ 10,00 }

In a like manner and upon like payments or tenders annually, the commencement of & well may be further deferred for successive
periods of one (1) year each during the primary term. All payments or tenders of rental to the owner of the 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 1o exist, suspend business, liquidate, fail or be succeeded by another bank, or for
any reason fail or refuse (o0 accept rental, Lessee shall not be held in default for failure to make such payments or tenders of rental until
thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to
receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oll and/or gas, Lessee agrees 10 pay or cause to be paid one-hall (1/2) of the royalty
provided for in this lease 1o the Commissioner of the General Land Office of the Stale of Texas, al Austin, Texas, and one-haif (1/2) of such royalty to the
owner of the soil;

(A) OIL. Royalty payable on oll, which is defined as including all hydrocarbons produced in a liquid form al the mouth of the well and also
uum.mﬂm.mdommhmmmrmwmmmwmwmommumm.uwmm.
shall be 1/5" pant of the gross production or the markel value thereof, at the option of the owner of the soil or the Commissioner of the General Land
Om-.-ud\vmwud-wmmdbynlhuhghulpwoclpﬂu.puprmm.uw.oﬂmupudlornﬁ.mm.dmmu.umw
hydro 18, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest markel price thereof offered or
Mmmwmummmmmﬂrm.nrJmeoupmeow:ofmnmml.mmuqulu.Lumwmum
lnypnprodumdfrunlmlcuodprmﬂmllm.uncuprucummspln.nwmhrmlcudmlwmmmyminmw-w
mdquup-rmdwwmbondw.uoﬂmmt-thnium.wmnmnﬂmwwmmwbywmﬂum
will be recovered. The requirement that such gas be run through a separator or other equipment may be wat d. in writing, by the royally owners upon
such lerms and conditions as they prescribe.

wmtmrnocessenou.Rmmmwwmww).mu«um-ummmmmm
no!dcﬂmdnollnmbpﬂwu)m.pmducndl‘ru’nmymﬁmmwtwummmﬁmmmwmmm.m
hwmdm.hmmmmummlmum:mﬂmmmwwmmumw.umm
unh-muwmuwmmmmmwmom.mmwummmwmammummmm
Mmﬂymhm"umowmmnm.uhpronpﬂcupnidafuﬂmmmcprm.mdmhhm:
prmidndMhmﬂmwmmhmmwmmmwndltmymlm 14,85 pounds per square inch absolute,
mwm-dbmemmtmmmmuao;mmFm-m.mmwmmmmw-mmwam\m.wmmm
wmtymdknhmmmbyuuBalthlmdmmwmlwmmdummmdwhmwnhmdmm.

(C}PROCESSEDOAS.RWMymmywmmm-mmammmmrmydgummmm
hydrocarbons shall be 1/5™ part of the residue gas and the liquid hydrocarbans extracted o the market value thersof, at the option of the owner of the
soil or the Commissioner of the General Land Office Mrmummmmwmmmwmcammmwmm
dmmmmmmmmmmmm,wmmwm(m;amummmmmm.mmuwm.m
wmmmdmhﬂmmmmwmmmm.wmuwhmmwm
gumudh-pl-lhmmLuuo(orlnpn-nl.awwMjmmwuuLmummem
thilbeﬂﬂypcm(.'ﬂl‘)oru‘ﬂghulpummmwlMMuMwwmmmanmmm
at arm's length (or if mouummmmy.mwmmmwmmqmmumhmmm_
mmumm.mtmmmmlmwmmmhmmumwI)Irnhigruslmm-lpmopddnr
wmhmygu(wuqmdhyd-mm)dwﬂhqmmhmwﬂu.wZ)mlwmmpwwMImwmmm(uw
mammmmbwmmdmhm;,mumummm.mmom.m.mmm
Wmmmwmmmn-mmmmmmmmmwmhnnmw

(B]OWRMOWCTS.WWmme.MmumeMﬂmmmW(WM
hm)m'mwbc‘cww.'"dry'otmyomugu.bthﬁmuhu.bunhgmmoﬂmpvmmmubcuﬁ:mdhm
pmducﬂonotmdam.cu,mlmme.nwmdlmmdhwummdhwumm.m
markel value 0 be delermined as follows: 1) on the basis of the highest market price of sach product for the same month in which such product s
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.

l.mNmUllROVAI.TY.Duﬂngmyynrlfwlruupu-nmdlmpmwywnfmhm.lfmmummbypmducﬁm.ﬂu
myllﬂunddmuﬂahmhmomlthdlb-huMmmmﬂmwwmdﬂymww.munm-mu
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal 1o the iotal annual rental less the
murudmymmdmmprm\gyu.uPuwmaofmmmmM-dﬂmem.Unninlltupwpousolm
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.
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8. ROYALTY IN KIND. Notwithstanding any other provision in this lease, al any time or from lime o time. the owner of tha soil or the
Commissioner of the General Land Office may, 8t the option of either, upon not less than sixty (60) days notice o the holder of the leases, require that the
payment of any royalties accruing to such royalty owner under this leass be made in kind. The owner of the soil's or the Commissioner of the General
Land Offica’s right 1o take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights
or Lessea's obligations, whether express or implied, under this lease

7. NO DEDUCTIONS. Lessee agrees thal all royaities 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. Lassee agrees to compute and pay royallies on the gross value received, Including any reimbursements
for severance taxes and production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject 1o the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas it purposes on the leased premises or for
Injection into any oil or gas producing formation underlying the leased premises afler the liquid hydrocarbons contained in the gas hava been removed.
no royaities shall be payable on the recycled gas until it Is produced and sold or used by Lesses in @ manner which entities the royalty owners 1o a
royaity under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royaities not taken in kind shall be paid 1o the Comwmissioner of the General Land Office at
Austin, Texas, in the following manner:

Payment of royaity on production of oll and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on oif
is due and must be recelved in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas |s due and must be received in the General Land Office on or belore the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oll and gas, together with a copy of all documents,
records or reports confirming the gross production, disposition and marke! value including gas meter readings, pipefine receipts, gas line receipts and
other checks or memoranda of amount produced and pul into pipelines, tanks, or pools and goas lines or gas storage, and any other repors or records
which the General Land Office may require lo verify the gross production, disposition and market valus. In all cases the authority of 5 manager or agent
1o act for the Lessee herein must be filed in the General Land Office, Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the amouni of royalty being paid on each lease I Lessee pays
his royalty on or before thirty (30) days after the royalty paymen! was due, then Lessees owes a penalty of 5% on the royalty or $25.00, whichever is
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever |s greater. In addition
o a penalty, royallies shall accrue interes! al a rate of 12% per year; such interest will begin to accrue when the royalty 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 date when the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 1o prohibit the State's
right of forfeiture as provided by law nor act lo postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of ile dispute as lo the Stale’s portion of the royalty or to that portion of the royalty in dispule as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying Ihis lease or allocable to this lease and shall fumish sald Commissionar with copies of
all contracts under which gas Is sold or processed and all subsequent ag s and arr s to such contracts within thirty (30) days after
entering into or making 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 Lesses. All other contracts and records pertaining 1o the production,
transportation, sale and marketing of the ol 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 times be subject to inspection and examination by ihe Commissioner of the General Land Office, the
Altorney General, the Governor, or he represeniative of any of them

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted 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 abandonmant of any
well or wells. Such written notice to the General Land Office shall include coples of Rallroad Commission forms for application to drill. Coples of well
tests, completion reports and piugging reports shall be supplied to the General Land Office al the 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 premises and that are submitted
1o the Texas Railroad Commission or any other governmental agency shall include the word “State” In the title. Additionally, In accordance with Railroad
Commission rules, any signage on the leased premises for the purpose of idenlifying wells, tank batteries or other associated improvermnents to the land
must also Include the word “State.” Lessea shall supply the General Land Office with any records, memoranda, accounts, reporis, cullings 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 1o those
herein expressly provided for. Lessee shall have an electrical and/or radioactivily survey made on the bore-hole section, from the base of the surface
casing 10 the total depth of well, of all wells drilied on the above described premises and shall transmit & true copy of the log of each survey on each wall
1o the General Land Office within fifteen (15) days after the making of said survey,

(C) PENALTIES. Leases shall incur a penaity whenever reports, documents or other materials are not flled in the General Land Office
when due. The penaity for late filing shall be set by the General Land Office administralive 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 hareof and prior 1o discovery and
production of oil or gas on sald land, Lessee should drill a dry hole or holes thereon, or If during the primary term hereof and afler the discovery and
actual production of oll or gas from the leased premises such production thereo! should cease from any cause, this lease shall nol terminate if on of
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
WWMWpﬂlumhmnmwﬂmﬁhhmm-mhmm If, during tha last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and ved, or the production of ol or gas should cease for any cause,
Lessea's rights shall remain in full foroe and effact without further operations until the expiration of the primary term; and If Lesses has not resumed
production in paying quantities at the expiration of the primary lerm, Lesses may maintain this leasa by conducting additional driling or reworking
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operations pursuant 1o Paragraph 13, using the expiration of the primary term as the date of cessation ol production under Paragraph 13, Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary lerm hereol, Lessee may
resuma poayment of the annual rental In the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the fallure 1o make such payment, this lease shall ipso facto lerminate. If &t the
expiration of tha primary term or any time thereafter & shut-in oll or gas well Is located on the leased pramises. payments may be made in accordance
with the shut-in provisions hereofl.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. II, at the expiration of the primary term, nelther oll nor gas Is being
produced on said land, but Lessee Is then engaged in drilling or reworking operalions thereon, this lease shall remain in force so long as operations on
sald well or for diilling or reworking of any additional wells are prosecuted In good laith and in workmanlike manner withou! 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 thereafier as oil and/or gas is produced
In paying quantities from sald land, or payment of shul-in oll or gas well royalties or compensalory royalties is made as provided in this lease.

13, CESSATION, DRILLING, AND REWORKING. If, after the axpiration of the primary term, production of oll or gas from the leased
premises, after once oblained, 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 lotaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oll or gas, the lease shall remain in full force and effect for 50 lang as oil or gas Is produced from the leased premises in paying quantities or payment
of shut-in oll or gas well royalties or payment of compensatory royallles 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 nol terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lesses continuas drilling or
reworking operations in good faith and in a workmaniike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
1o 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 state agency
having jurisdiction over the production of oil and gas. I, at any time after the expiration of the primary lerm of a lease thal, until being shut in, was being
maintained In force and effect, a well capable of producing oll or gas in paying quantities is located on the leased premises, but ol or gas Is not being
produced for lack of sultable production facilities or lack of a suilable market, then Lesses may pay as a shul-in oil or gas royalty an amoun! equal lo
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 of this lease does not specily a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) B0 days after
Ihe Lessee ceases 1o produce oil or gas from the leased premises, or (3) 60 days after Lesses completes a drilling or reworking operation in accordance
with the lease provisions; whichever date |s latest. Such paymeni shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) 1o the owner of the soil, If the shut-in oil or gas royalty s paid, the lease shall be considered 1o be @ producing lease and the payment shall
extend the lerm of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, If no sultable production facilities or suitable markel for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year

15. GOMPEWTORYHOYALT!ESI!dmmmwhmllkmmmmwwuhm-muﬂummnw oll or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the | d p and completed in the same producing
reservoir, or in any case in which drainage Is occurring, the right to continue lo maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effactive for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
wmuiv‘mWLuuopoylnqcm\pomntoryrwnllyalhmwmpmhm-hmdm-mumummtmhnlm
the drainage or which is completed in the same producing reservolr and within one thousand (1,000) feel of the | d pr . The pansatory
royally is 1o be paid monthly, M(Iﬂ)mwcmdhﬂmordwMuvﬂmM(\R)loltnmolﬂnaoﬂ booinnlngonor
belore the last day of the month following the month in which the oil or gas |s produced from the well causing the drainage or that is completed in the
same producing reservolr and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
Is an amount less than the annual shut-in oll or gas royally, Lessee shall pay an amount equal lo the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are nol timely paid will accrue penalty and interes! in accordance with Paragraph 9 of this
lease. None of these provisions will relleve Lessee of the obligation of reasonable development nor the obligation 1o drill offset wells as provided in
Texas Nalural Resources Code 52.173; however, al the determination of the Commissioner, and with the Commissioner's written approval, the paymant
ol compensatory royalties 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
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 even! this lease is in force and effect two (2) years aflter the expiration date of the primary or extended lerm it shall
then terminate as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oll well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oll or gas well as provided in Paragraph 14 hereol), or a well
upon which Lessee Is then engaged in conlinuous drilling or reworking operations, or (2) the number of acres included in a producing poocled unit
pursuant lo Texas Natural Resources Code 52.151-52.164, or (3) such grealer o lesser number ol acres as may then be allocated for production
purposes 10 a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, of any successor
agency, or other governmental authority having jurisdiction. Il at any time aller the effective date of the partial termination provisions hereol, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafier allocated 1o said well or wells for
production purposes, this lease shall thereupon lerminale as 1o all acreage not thereafler aliocated to said well or wells for production purposes.
Notwithstanding the termination of this lease s 1o @ portion of the lands covered hersby, Lessee shall nevertheless continue 1o have the right of ingress
1o and egress from the lands still subject 10 this lease for all purposes described in Paragraph 1 hereof, logether with easements and rights-ol-way for
exisling roads, exisling pipelines and other exisling facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access 10 and from the relained lands and for the gathering or transportation of oll, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the even 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 1o all depths below 100 feet below the total depth drilled (hereinafter “desper depths”) in each well located on acreage relained
in Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended lerm Lassee pays an amouni equal 1o one-hall (1/2) of the
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bonus originally paid as consideration for this lease (as specified on page 1 hereof). Il such amount is paid, this lease shall be In force and sffect as o
such deeper depths, u\dtdﬂlmvﬂmumeeddoyod!oflnaddlhnnipmiudol'lmw}narlandlulﬂ\glhﬂaﬂmasoﬂuwhmﬂdm
paying quantities from such deeper depths coverad by this lease.

{C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of
a square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall axecute and record a rel or rel ining a
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the Gener
Lmﬂom,mnpnmbyIhnﬁlhgluplucdbodbymwwomcunnulnolmoﬂmcdlllmnmshﬁlod.lanuuflIlofriﬂnn
1o execute and record such release or releases within ninety (90) days after being requested 1o do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written 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 |s located and in tha official records of the General Land Office and such
designation shall be binding upon Lessea for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties pald, or 1o ba paid, under this lease shall relieve Lessee of his obligation
lo protect the oil and gas under the above-described land from being drained. Lassee, sublessee, receiver or other agent in control of the leased
WMdﬂHammﬁsnthf-cum-ymﬂllylnd:hnnuuwnmuummwdﬂntonmmhmsmmmlummmol
oll and gas from the leased premises. In addition, if oll and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises,
ammmmhhmmhbcinedrmubyprodmtiunuldiorgu.lheumo.wmoe.mdmuuﬂww:mmddm
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the
ullormllsmm!odm1.m0mrdm|uu-dprmbummnghmwtuammm-mhmmmhmmm
Fdlurulouﬁ:!ynu|u«mlyommmummwtuﬂqdlmmmdwmoimgoﬂ'nWﬂwiliolorfanure.Ontymonhdnmnﬂnaum
of the Commissioner of the Genaral Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. I, after a good faith effort, Lesses is prevented from complying with any express or implied covenant of this lease,
lfweotm:\gdﬂlmgnpa-mlommmcwmm.ummwuw!mmeWde.m.m.
strikes, acts of God, or any valid order, rule or regulation of government authority, then whils so prevented, Lessea’s obligation 1o comply with such
covenant shall be suspended and Lessee shall nol be liable for damages for fallure to comply with such covenants; additionally, this lease shall be
n:mndodwhuouuuhprwunhu.byanylmwn,mmmmmrmwwmﬁmmmdmwmIholuud
premises m«,mmmmm-mmwdwqmmmmmumumhmm-ﬂmdmmunmuymm
In the absence of such drilling or reworking operations or production of ol or gas.

il.wMWWCWS!.ﬂumrdhlﬂmntlmdmulnddondmlcwmlhmdpmmumhwdhmnda!m
In payments owed on the leased premises, than Lessee may redeem the rights of the owner of the soll in the | d pr by paying any morigage,
taxes or other fiens on the leased premises. If Lessee makes payments on bahalf of tha owner of the soll under this paragraph, Lessae may racover the
cost of these payments from the rental and royalties due the owner of the soll.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soll owns less than the entire undivided surface estate in the above
described land, whether or not Lessee’s interes! is specified herein, then the royaities and rental herein provided 1o be paid to the owner of the soil shall
hpddmmmhmmhnmmwmb-n|u1ru-m1r-unmmodmfmmmemmmy-lunmwunhum.dwumm
the Commissioner of the General Land Office of the State of Texas shall b likewise proportionately reduced. However, bafore Lesses adjusts the
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written staternent which explains the discrepancy between the interes! purportedly leased under this lease and the actual inlerest
owned by the owner of the soil. The Commissioner of the General Land Office shall be pald the value of the whole production aliocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall
the Commissioner of the General Land Office receive as a royaity on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixieenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unil thal has been approved by the School Land Board and the owner ol the soll in accordance with Natural Resources Code Sections
52.151-62.154, or if, at any time after the expiration of the primary lerm or the extended lerm, this lease covers a lesser number of acres than the total
amouni described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendared, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after tha expiration of the primary term, the number of acres
actually retained and covered by this lease,

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

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations lo 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 pipalines below plow depth

24. WELL LOCATION LIMIT, No well shail be drilled nearer than two hundred (200) fes! to any house or barn now on sald premises without
the written consent of the owner of the soil

¢ ) : True and Corract

copy of
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards 1o prevent pollution. Without
limiting the foregoing, pollution of coastal wellands, nalural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient lo prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means al its disposal lo

plure all ped hyd it or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall bulld and
maintain fences around Its slush, sump, and drainage pits and lank batleries so as to protect livesiock against loss, damage or Injury, and upon
completion or abandonment of any well or walls, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep sald premises free of all rubbish, cans, bolties, paper cups or garbage,
and upon completion of operations shall restore the surface of the land lo as near ils original condition and contours as Is practicable. Tanks and
equipment will be kept palnted and presentable.

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

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either
pmylolhuloaumybenﬂgn.d.Inuhol-orlnpnn.nndlhopmvislmoluﬂaluushullnlondbmubkﬂnmuponlmuhoul.dl\duu.hgnl
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 of any payment made by Lessee or impair the effectiveness of any
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days
alter the owner of the soll (or his helrs, devisees, legal representatives or assigns) furmishes the Lessee with satisfactory wrilten evidence of the change
In ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because ol &
conveyance. A lotal or partial assignment of this lease shall, 1o the extent of the Interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease Is assigned in its entirety as to only part of the acreage, the right and oplion 1o pay rentals shall be apportioned
as bdwunthluv-ralownmnlnbly.wcordjmlnlhcmluhwh.mdlalh;rabynnnotmmolﬂwnmpayhtssharoofwunwnhdlnm-ﬂ-n
this lease on the part of the land upon which pro rata rentals are limely paid or lendered; however, If the assignor or assignee does not file a cerified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminale for failure 1o pay the entire rental
due under Paragraph 3. Every assignee shall succeed 1o all rights and be subject 1o all obligations, liabilities, and penalties owed 10 the Stale by the
original lessee or any prior assignee of the lease. Including any liabilities to 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 whole or
In pant by assignment withoul the prior written approval of the Commi 1er of tha G I Land Office, this lease is void as of the time of assignment
and the agency power of the owner may be forfelted by the Commissioner. An assignment will be trested as If it were made 1o the owner of the soil if the
assignea Is:

(1) a nominee of the owner of the soll;
(2]acorponlbnorsubsidwylnmchthcowmrul’moldlhlpdndpdltockholdeforlununployuofsuchawmﬂoﬂorwbnmry:
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) @ principal stockholder or employee of the corporation which |s the owner of the soll;

(5) & partner or employes in a partnarship which Is the owner of the soll;

(6) a fiduciary for the owner of the soil, including but not limited 1o a guardian, Irustee, executor, administrator, receiver, or conservator for the
owner of the soll; or

(?)nIamllymlmborulth-mnluuluﬂornlnl-dtnlr-molmmﬂbvmﬂm, blood, or adoption

zu.Rsu'.Asus.um«mmmmmwmmmewwzu.memmymumwmnmmm
mrdthosolandpllcadunntﬂlm!amﬂfrﬂummﬂnomypomonupomomo!wmmm‘.mdmﬂwymmmmﬂ
tonudipuruonnrwﬂom.mdbom«odoldlubuquonlobllpnllnmuhw-mmndu.d.Ifmypmo!w:luulupmpmyunm.ﬂu
dolnyumllduouﬂdoflhlalunlhaubltodur.udbylhnpropaﬂonuunuuumndu.dmmbunmuummmmcmmbytmblu
M-Mypdorhwchsumndu;humvor,wdnah-nwlno!mhwwm-otmy!ilblllﬂnwmmnyhav-lwuodmdlrtrﬂlhuapuorwlm
st der of such ge.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease s assigned o released, such assignment of release must be
recorded In the county where the land Is situated, and the recorded instrument, of & copy of the recorded instrument certified by the County 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 asccompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfellure @l the option of the
Commissioner of the General Land Office

30. DISCLOSURE CLAUSE. All provisions pertaining 10 the lease of the above-described land have been Included in this instrument,
Muummoslmmolmommﬂduuﬂmlobop.ldloflholnwuuonollmhmandlh-ﬂohumdduﬂuulmqpmu Any collateral
agreements conceming the development of oll and gas from the leased premises which are nol contained in this lease render this lease invalld

31. FIDUCIARY DUTY. The owner of the soll owes the State a fiduciary duty and must fully disclose any facts affecting the Stale’s interest in
the leased premises. Wh.ntholmornllollhlmoﬁIhaloblconﬂkzlwﬂhlhonollheS!aln.u\omroiuuwllhumamlupuwwsum‘l
interests before his personal interests.

32. FORFEITURE. If Lessee shall fail or refuse 1o make the payment of any sum within thirty days after || becomes due, or Il Lessee or an
nulmﬂzndngmltlwldknoMng!ymaktlnyldurutumor!durnpmmonﬂngpfuducﬂmudmung,mlfl.u-nmrdlorrumwdfﬂmy
oﬂmmﬂmwnﬁllngoodlllmurnquimdbytlwmdmlmmwmuomndoat-dbylhlcmwuwdtruGomrl!undOﬂlm.nrlfLmoc
mouldllilwmmhﬂnmrmww«fﬂlmmﬂymmmuwmﬂtﬂmuptmw-hdbyunemLmoﬂlu.mosd\od
L.ndBoard.orlhnRﬂm@mﬂm.untmmumt?upmpunuﬂmﬂymiouummmwm,wluunw
an authorized agent should knowingly fail or refuse to give correct Information to the proper autharity, of knowingly fall or refuse to fumish the General
LlndOfﬂoolm‘ructloguhnywnlt.orlll..um:hlllkrmdnﬁyvldm'wyoflhlmmndltpmvlﬂomulmlnu.orllw.hmhumdww
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assignment s not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfelture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall agein be
subject to lense under the terms 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. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervena upon salisfactory evidence to the Commissioner of the Genaeral Land Office of future compliance with
the provisions of the law and of this leass and the rules and regulations thal may be adopted relative harelo.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first llen upon all oll and gas produced from the
area covered by this lease lo secure payment of all unpald royalty and other sums of money that may become dua under this lease. By acceptance of
Ihis lease, Lessea grants the State, in addition to the llen provided by Texas Natural Resources Code 52136 and any other applicable statutory lien, an
express contractual llen on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessea or by a third party, and all fixtures on and improvements 1o the
leased premises used in connection with the production or processing of such leased minerals In order 1o secure the payment of all royalties or other
amounts due or to become due under this lease and to secure payment of any damages or loss thal Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in tha Title 1, Chap. 9 of the Texas Business and Commarce Code. Lesses agreas that the Commissioner may require Lesses 10
execute and record such Instruments as may be reascnably necessary lo acknowledge, altach or perfect Ihis llen. Lesses hareby represents that there
are no prior or superior llens arising from and relating to Lesses's activities upon the above-described property or from Lessee's acquisition of this lease
Should the Commissioner at any time determine thal this representation Is not true, then the Commissioner may declare this lease forfeited as provided
herain

34. POOLING. Lesses is hareby granted the right 1o pool or unitize the royaity interest of the owner of the soil under this leasa with any other
leasehold or mineral inlerest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved
by the School Land Board and the Commissioner of the Ganeral Land Office for the pooling or unitizing of the interest of the State under this lease
pursuant o Texas Natural Resources Code 52 151-52.154. The owner of the soll agrees that the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Natural Resources Code 52 152

35. INDEMNITY. Lessea hersby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partners,
agents, it actors, 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 harm, for which recovery of damages is soughl, including, bul not limited 1o, all losses and
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental 10, or resulting from, the operations
of of for Lessee on the leased pramises hereunder, or that may arise out of or be occaslonad by Lesseas's breach of any of tha terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees 1o be liable for, exonerate, indemnity,
defend and hold harmiess the State of Texas and the owner of the soll, their officers, ampl and ag their st or assigna. against any
mummmwmmmmm:mﬁm or other harm for which recovery of damages
is sought, under any theory including torl, contracl, or strict liability, including attorneys’ fees and other legal expenses, including those related to
environmental hazards, on the leased premises or in any way related lo Lessee’s failure 1o comply with any and all environmental lows. those arising
from or In any way related to Lessee’s operations or any other of Lessee’s activilies on the leased premises; those arising from Lessea’s use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessea's breach of any of the terms or provisions of this Agreemant
or any other act or omission of Lesses, its directors, officers, employeses, pariners, agents, contractors, subcontraciors, guests, invitees, and their
respecfive successors and assigns. Each assignee of this Agreement, or an interes! tharein, agrees 10 be liable for, exonerate, indemnily, delend and
hold harmiess the State of Texas and the owner of the soll, their officers, employees, and in the same manner provided above In connection with
the activilles of Lesses, 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.

38. ENVIRONMENTAL HAZARDS, Lessee shall use the highes! degree of care and all reasonable saleguards to preven! contamination or
poliution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface ot subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall nol bring or permit to remain on
the leased premises any asbeslos containing materials, explosives, loxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term “Hazardous Substance” is defined in the Compret ive Environmantal Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, 1 seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials™), except
ordinary products commonly used in connection with oll and gas exploration and development 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 lsase is issued under the provisions of Texas Natural Resources Code 52.171 through 52.180, commonly
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform 1o these
statutes, the slatutes will prevall over any nonconforming lease provisions.
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38. EXECUTION. This oll and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the counly records and
In the General Land Office of the Stale of Texas. Once the filing requirements found in Paragraph 39 of this lease have been salisfied, the effeclive date
of this lease shall be the date found on Page 1

39, LEASE FILING. Pursuant to Chapter 9 ol the Texas Business and Commerce Code, this lease mus! be filed ol record In the office of ihe
County Clerk 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 Clerk from his records) is filed in the
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall nol be binding upon the State unless il
recites the actual and true consideration pald 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 |s a Paid-Up Lease. Delay rentals for
the second and third years have been prepald. The receipt of the rentals is hereby acknowledged by the State of Texas and by Steve F. Armstrong &
Barbara R. Armsirong each party having recelved $10.00 for the prepaid rentals.

LESSEE

PETRO-HUNT, LLC

o R e

BRUCE W. HUNT

Title: President M"l
m 7.9

Date:

STATE OF TEXAS STATE OF TEXAS

BY
BARBARA R. ARMSTRONG
Individually and as agent for the State of Texas

Date: __2/17/2005 Date: _2/17/2005
STATE OF TEXAS STATE OF TEXAS
BY: BY:

Individually and as agent for the State ol Texas Individually and as agent for the State of Texas
Date: Date:
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STATE OF -~ PLQM (CORPORATION ACKNOWLEDGMENT)

COUNTY OF OQ)J..B-

BEFORE ME. the undersigned authority, on this day personally appeared Bryce W, Hunt
known to me to be the person whose name is subscribed 1o the foregoing instruments as President
of Patro-Hunt, LLC and acknowledged 1o me thal he
exacuted the same for the purposes and consideration therein expressed, in tha capacity stated, and as the act and deed of sald comperntien tow\?ﬂﬂ‘a-

Given under my hand and seal of office this he 14‘%;, of MO LA 208

T

! \ ‘1,( ’

Notary Public in and for

o
STATE OF _ TEXAS ! (INDIVIDUAL ACKNOWLEDGMENT)

o_? ey
COUNTY OF _LUBBOCK e Y2008

"
g

BEFORE ME, the undersigned authority, on this day personally appeared Steve F. Armstrong and wile, Barbara R, Armstrong

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

17th dayof February 2005

NIKK) | ALLEN f § i \
Pubhe, L0 . fexas P "[‘ =\ L
Nom{:om:nuooﬂ s | i L= \[L“.’! \
July 20, 2008

Notary Public in and for_Lubbock County, TX

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

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

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

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

Notary Public in and for

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

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

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

Given under my hand and seal of office this the

Notary Public in and lor

WY PRONTL G LT ¢ il 1 aaLl, RENTML
R USE B R0y TR SLOAUST OF COLDR
DR PALL = LVA, R SRR CNOFR HEDERAL

12TH DAY OF A.p. 2005 3:57 P. m.
17TH DAY OF A.D. 2005 3:00 P. M.

DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
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Date Filed:
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. Parterson,

Commissioner

Je

By

CERT/FIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES -

The above and toregeing is 2 full, frue and correct phatographic copy of the
original record now in my lawful cuslody and possession, as Ih i

_ o n my n, 35 et s

rgig?cirdj%m '|l'll1-iaH Butilsgracurds ofl rrg I'q%'c% (i:oun in VSLI
RECORDS

I hereby ceritied on _MAY
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PETRO-HUNT, L.L.C. Bank One, N.A. Sausnilis
1601 Elm Street, Suite 34 Jefferson County el
Dallas, Texas 75201 8200 Hwy 69
(214) 880-8400 . Pcat Arthur, Texas 77640
OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT
TEXAS GENERAL LAND OFFICE Jan-12-2006 7003898 $65.00
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 01/12/06 CHECK NO 7003898
118+1018715 ARMSTRONG FRED P ET UX |
RENTAL PERIOD
MONTHS FROM TO FILE ID
; i2 02/08/06 02/08/07 6B3150-0034-001
PAYMENT AMOUNT 65.00

*#+e* PAYMENT TYPE **** DELAY RENTAL ®****
BANK SERVICE CHG

TO BE CREDITED TO ADDITIONAL TEXT
TOTAL AMOUNT 65.00
OWNER # 58207
TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVE RM 600
AUSTIN, TEXAS 78701
SSN/TAX 1D
RECORDED  BOOK 700 PAGE 111 ENTRY
PROSPECT N W _PROSPECT
mm/pu:mﬂ}— ' STATE TX
CT NO 1969 C
EGAL DESCRIPTION
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PAYEE: DETACH THIS PORTION BEFORE CASHING:.‘.?EK

PETRO-HUNT, L.L.C.

JPMorgan Chase Bank, N.A.

~”’ 1601 EIm Street, Suite 3400 Jefferson County D‘?‘é' ]
. Dallas, Texas 75201 8200 Hwy 69 2 3 3 5 1
(214) 880-8400 Port Arthur, Texas 77640 y
OWNER NAME OWNER NO DATE CHECK NUMBER \ AWouNT |
TEXAS GENERAL LAND OFFICE Jan-12-2007 7005417 \is.oo |
UEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 01/12/07 CHECK NO TOQgL}\\
118+1018722 ARMSTRONG STEVEN F ET UX \
RENTAL PERIOD
LEASE DATE MONTHS FROM TO FILE 1D
02/08/05 12 02/08/07 02/08/08 68350-0034-002
PAYMENT AMOUNT 5.00

*#4* PAYMENT TYPE **** DELAY RENTAL #ewe

BANK SERVICE CHG 'a_,
TO BE CREDITED TO ADDITIONAL TEXT \ 4

TOTAL AMOUNT 5.00
OWNER # 58207

TEXAS GENERAL LAND OFFICE
1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701

RECORDED  BOOK 700 PAGE 176 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX

TRACT NO 19690

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
S8CHOOL LAND SURVEY SEC. 21: SW/4
BEING 160.00 ACRES MORE OR LESS

M- lps 290




PAYEE: DETACH THIS PORTION BEFORE CASHING CHECK

PETRO-HUNT, L.L.C. JPMorgan Chase Bank, N.A. R
.4 1601 Elm Street, Suite 3400 Jefferson County 097 @
Dallas, Texas 75201 8200 Hwy 69 O 7 O 2
(214) 880-8400 Port Arthur, Texas 77640 3 35
OWNEAR NAME OWNER NO DATE CHECK NUMBER \ fMouwr
TEXAS GENERAL LAND OFFICE Jan-12-2007 7005415 Y865.00
LEASE NUMBER ORIGINAL LESSOR/LEASE NAME DATE 01/12/07 CHECK NO 70744}!
118*1018715 ARMSTRONG FRED P ET UX
RENTAL PERIOCD
LEASE DATE MONTHS FROM TO FILE ID
02/08/05 12 02/08/07 02/08/08 68350-0034-001

PAYMENT AMOUNT

*#ess PAYMENT TYPE #**** DELAY RENTAL #swe

BANK SERVICE CHG

TO BE CREDITED TO ADDITIONAL TEXT

TOTAL AMOUNT

OWNER # 58207

TEXAS GENERAL LAND OFFICE

1700 N CONGRESS AVENUE ROOM 60
AUSTIN, TEXAS 78701

RECORDED BOOK 700 PAGE 113 ENTRY
PROSPECT N W TOYAH PROSPECT
COUNTY/PARISH REEVES STATE TX

TRACT NO 19690

LEGAL DESCRIPTION

REEVES COUNTY TEXAS BLOCK 58, PUBLIC
SCHOOL LAND SURVEY BEC. 21: SW/4
BEING 160.00 ACRES MORE OR LESS

—J0S LG

65.00

65.00
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