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woods Petroleum 
Land Management, Inc. 

July 12, 2005 

Mr. Roddy L. Harrison 
P.O. Box 1908 
Pecos, TX 79772 

CC: 
State of Texas General Land Office 
Drew Reid 
1700 North Congress Avenue 
Austin, Texas 78701 

P.O. Box 511 94 
Midland, TX 79710-1194 

Re: Oil & Gas Lease Offer Culberson County 

Dear Sir: 

I am writing you to offer you a three-year paid up Oil & Gas Lease for $150 per acre 
and a 23% Royalty for all your Culberson County Mineral Classified Lands. Please let 
me know if you are willing to lease at the above terms. I can be reached at the above 
address or 432-413-57 43. 

The Mineral Classified Lands are as follows: 

r;(pSD ~ lock 113 PSL Sections: 13,14,15,20,21 ,22,23,24,8,10,16, &19; 

? ?10-0 ().CllU.- Block 114 PSL Sections: 12, 13,22,23,24; 

~ Block 111 PSL Sections 1,N2 of Section 4, N1/4 SEC 5 

~:_
77!,b1 

(?~(!)?-

~-
Sincerely, 

~~ 
Bert Dorr 
Woods Petroleum 
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Hallwood Petroleum LLC ~ 
' 

5835 
I VENDOR I I CHECK DATE I 

TX GLO/STATE OF TEXAS r TXGLO I I 07 /27 / 05 I 
INVOICE JNYOlCE . DISCOUNT AMOUNT 

NUMBER DATE TAKEN PAID 

72605 07/26/05 29386 $0.00 $752,758.50 
HALLWOOD HEII AREA • 

Total: $0.00 $752,758.50 
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050.5 0837 
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l.Jatc hied· 
Jcrr,rj.g fJne r 

By~-~~~~~~~ 
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~· Land Office 
R .. lnqulahment Act LHM Form 
RtvlMd, September 1997 

~ustin, zn::exas 

OIL AND GAS LEASE 

THIS AGREEMENT rs made and entered into lhrs =25~-- day of ,..,Ju..,_ly,__ _____ _.,2~ , between the Stale ofT exas. acting 

by and through its agent. Hamson Trust. Roddy L Hamson, Trustee 

of P.O. Box 1908 Pecos. TX 79ll2 
(Give Perrnanenl Address) 

said agent herein referred to as the owner or the soil (whether one or more), and ...,H"'a""llw::.ood.....,....,E..,n.,.eu;rgyiu...u.lL...,L""'P'------------------

of 3710 Rawlins Street Surte 1500. Dallas. lX 75219 
(Grve Pennanent Address) 

herelna~er called Lessee 

1. GRANTING CLAUSE. For and in conslderallon of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas ading by and through the O'NTler of the son, hereby grants, leases and lets unto Les.see, fOf 
the sole and only purpose of prospecting and dnlhng f0< and producing od and gas, laying pipe llnes, bu1khng tanks, slonng oil and budding powel' 

stations, telephone lines and other structures thereon. to produce, save, take care of. treat and transport said products of the lease, the foaowlng la.nds 
situated in Culberson County County, State of Texas, terwit 

Section 19 Block 11 3, PSL 

containing ... §:4 ... 0,.__ _____ acres, more or less The bonus consideration paid for this lease Is as follows 

To the State ofTexas Thirty EKlht Thousand Four Hundreo and no/100 

Dollars ($38,400.00 I 

To the O'NTler of the soil· Thirty Eight Thou$slnd four Hundred and no/100 
Dollars ($38,400 00 I 

Total bonus considerallon Seventy-Six Thousand Eight Hundred Dollars and no/100 

Dollars ($76,800 00 I 

The total bonus consideration paid represents a bonus of .,.One"""'_..H,..u""nd""""red""-'S"'cxty,,...._..Ool"""'l"'ars"'..,.a""nd:l'L.Lno/:.>C..JluoOO"'--------------------

----------------- Dollars ($160.00 ) per acre, on ;;:;4..,80..__ ___ _ net acres 

2. TERM. Subjed to the other provisions in this lease, this lease shall be for a term or years from 
this date (herein called ·primary term") and as long thereafter as oil and gas, or either of them, is produced In paying quantities from said land As used 
in this lease, the term ·produced in paying quantrties· means that the receipts from the sale or other authonzed commercial use of the substance(s) 

covered exceed out or pod(et operational expenses for the SIX months last past 0bh :22".P-~ ~/d!,_ 

. ... • . . • • . . . . . . . . 
DEPVTY .. . • . . . 

• • • .. • . ... . • • 



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

unless on or before such anniversary date Lessee shall pay or tender to the owner of the so,I or to his aed1t 1n the-------------

~~ ~ . 
or Its successors (which shall contrnue as the depository regardless of changes rn the ownership of said land), the amount specifled below, 1n addrtion, 
Lessee shall pay or tender to 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 operate as a rental and shall cover the pnv,tege of defemng the commencement of a well fo< 
one (1) year from said date Payments und r this paragraph shall be In the following amounts 

To the owner of the soil .. PLEASE SEE ADDENDUM "A". THIS IS A PAID UP LEASE 

Dollars (S. _________ --J 

To the State of Texas -------------------------------
Dollars ($. __________ __, 

Total Delay Rental ------------------------- ------
Dollars($. _________ ___, 

In a hke manner and upon hke payments or tenders annually, the commencement of a well may be further deferred for successive penods of one (1) 
year each dunng the pnmary 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 dehvered on or before the rental paying dale If the bank designated in this paragraph (or Its successor bank) should 
cease lo ex.1st, suspend business, liquidate, fa~ or be succeeded by another bank, or fo< any reason fail or refuse to accept rental, Lessee shall not be 
held 1n default for failure to make such payments or lenders of rental unlll thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable rnstrument namrng another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon productJon of oil and/or gas, Lessee grees to pay or cause to be paid one-half (112) of the royalty 
provided for rn this lease to the Comrmssloner of the General Land Office of the State of Texas, at Ausbn, Texas, and one-half (112) of such royalty to the 
owner of the sotl 

(A) OIL. Royalty payable on oil, which 1s defined as including all hydrocarbons produced In a hquld form at the mouth of the well and also as 
all condensate, distillate, and other hquld hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 23% part of the gross produd1on or the mari(et value thereof, at the option of the owner of the soil or the Commsssloner of the General 
Land Office. such value to be determined by 1) the highest posted pnce, plus premium, if any, offered or paid for 011, condensate, disllllate, or other liquid 
hydrocarbons, respectively, of a hke type and gravity rn the general area where produced and when run, or 2) the highest market pnce thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever IS the greater L8$See agrees that before 
any gas produced from the leased prem1S6S is sold, used or processed 1n a plant. rt Wlll be run free of cost to the royalty owners through an adequate 0tl 
and gas separator of conventional type, or other equipment al least as efficient, so that all hquld hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equipment may be waived, In wntlng, by the royalty owners upon 
such terms and condt!Jons as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (lncJud1ng flared gas). which 1s defined as all hydrocarbons and gaseous substances not 
defined as 011 In subparagraph (A) above, produced from any well on said land (except as provided herein w ith respect to gas processed 1n a plant for 
lhe extraction of gasoline, liquid hydrocarbons or other products) shaH be 23% part of lhe gross produdion or the market value thereof, at the 
option of the owner of the sOll or the Comm,s;sioner of the General Lend Office, such value lo be based on the h.ghest market pnce pa,d or offered fo< 
gas of comparable quality 1n the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever IS the greater. 
provided that the maximum pressure base In measunng the gas under this lease shall not at any hme exceed 14 65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and tor spec,fic 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the bme of tesbng 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 23% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of ttte soil or the Commissioner of the General Land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or lh t percent accn11ng to Lessee, whichever ls the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from this lease. provided that 1f liquid hydrocarbons are 
recovered from gas processed In a plant 1n which Lessee (or Its parent, subsidiary or affiliate) owns an Interest. then the percentage applicable to hquld 
hydrocarbons shall be fifty percent (50%) or the highest percent accn.11ng to a third party process ng gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such tttlrd party, the highest percent then being spec,fied ln proe:essing agreements or contracts in 
the industry), whichever Is the greater The respective royalt1Cs 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 pnce paid or offered for such residue 
gas (or the weighted average gross selling pnce for the respectJve grades of llqutd hydrocarbons), whichever is the greater In no event, however, shall 
the royallles payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0 ) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hquld 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas, by fractionallng, burning or any other processing shall be 23% part of 
the gross production of such products, or the market value thereof, at the option of the owner of the sotl or the Commissioner or the General Land Office. 
such market value to be determined as follows 1) on the basis of the highest market pnce of each product for the same month ,n which such product Is 
produced, or 2) on the basis of the average gross sale price of each product for the same month 1n which such products are produced, whichever IS the 
greater 

5. MINIMUM ROYAL TY. During any year after the expiration of the pnmary term of this lease. if this lease is marntarned by production, the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided, olhef'WISe, there shall be 
due and payable on or before lhe last day of the month succeeding the anniversary date of thtS lease a sum equal to the total annual rental less the 
amount of royalltes paid during the preceding year If Paragraph 3 of th1S lease does not specify a delay renta l amount. then for the purposes of this 
paragraph, the delay rental a.mount shall be one dollar ($1 00) per acre . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . 
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6. ROYAL TY IN KIND. Notwithstanding any other provislOn in this lease, at any tme or from tme to tme, the owner of the sotl or the 
Comm1Ss10ner of the General Land Office may, at the opt:Jon of either, upon not less than sixty (60) days notice to 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 Comm1SSioner of the General 
Land Office's nght to take its royalty In kind shall not dmlnlsh or negate the owner of the soil's or the Commissioner of the General Land Office's rights 
or Lessee's obhgations, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (lnduding those paid In kind) shall be without deduction for 
the cost of producing, gathering, storing, separatlng. treating, dehydrating, compressing, processing, transporting, and otherwise making the 011, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalbes on the gross value received, 1ndud1ng any reimbursements 

for severance truces and produdion related costs 

8. PLAHT FUEL AND RECYC LED 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 to the written consent of 
the owner of the 50ll and the Comm1SS10ner of the General Land Office, Lessee may recycle gas for gas hft purposes on the leased premises or b 
Injection into any otl or gas producing fom1ation undertying the leased premises after the liquid hydrocarbons cootained 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 enlrt.les the royalty owners to a 

royalty under this lease 

9. ROYA.LTV PAYMENTS AND REPORTS. NI royalties not taken tn kind shan be paid to the Coovnissioner of the General Land Office at 
Austin, Texas, in the followlng manner 

Payment of royalty on produdion of otl and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on oil 
Is due and m ust be received in the General Land Office on or before the 5th day of the second month sucoeedlng 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 moolh succeeding the month of productJon, 
accompanied by the affidavit of the owner, manager or other authorized agent., completed in the form a.nd manner presai>ed by the General Land Office 
and shOW1ng the gross amoont and disposition of all Oii and gas produced and the market value of the oil and gas, together With a copy of all documents, 
records or reports confim1ing the gross productx>n, disposition and market value indud1ng gas meter readings, pipeUne receipts, gas hne receipts and 
other chedcs or memoranda of amount produced and put lllto ptpelines. tanks, °' poots and gas bnes oc gas storage, and any other reports or l9COfds 
which the General Land Office may requ re to venfy the gross product>on, dispost,on and market value. In an cases the authonty of a manager Of' age,1t 
lo act for the Leasee herein must be filed In the General Land Office Each royalty payment shall be accompanied by a check &l\Jb, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease tf Lessee pays 
hrs royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25 00, whicheYer is 
greater A royalty payment which Is over thirty (30) days late shan accrue a penaly of 10% of the royalty due oc $25 00 whichever Is great.er. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begrn to accrue when the royalty IS socty (60) days overdue 
Affidavits and supporting doo.Jments which are not filed when due shall Incur a penalty in an amount set by the General Land Office administrative rule 
which Is effectNe on the date when the affidavrt:s or supporung documents were due The Lessee shaJ beat al respoosC>lllty for paying or causing 
royalties to be paid a.s prescribed by the due date provided herein Payment of the delinquency penaly shal 11 no way ope,ate to prohl)it the S..'1 

nght of forfeiture as provided by law nor act to postpone the dale on which royalties were onglnally due The above penalty pl'OVISIOns shall not apply In 
cases of title d ispute as to the State's portion of the royalty or to that portion of the royalty in dispute as lo fair market value 

10. (A) RESERVES, CONTRACTS ANO OlliER RECORDS. ~ shaU annually furnish the Comrrusslonet of the General Land Office 
w,th its best possi>le estmate of 0tl and gas reserves underlying this lease or aloc:ab4e lo this lease and shan furnish said Commissioner '#itt1 ~ of 
all contracts under which gas is sold or processed and all S\Jbsequent agreements and amendments to such contracts within thirty (30) days alter 
entering ,nto or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held '" coofldenoe by the General Land Office unless othel'Wlse authonzed by Lessee All other contracts and records pertain ng to the produc:DOn, 
tranSf)Oltabon, sate and marketing of the oil and gas produced on srud premises, including the books and accounts, ~ and dlSCharges of al ._.., 
tanks, pools. meters, and pipehnes shall at all times be subject to Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. W ntten noooe of aH operatlOlls on this lease shall be submitted to the ComrmssK>Oer of the General 
Land Office by Lessee or operator five (5) days before spud dale, wor1(over, re-ent,y, temporary abandonment Of plug and abandonment of any wel or 
wells. Such wntten notloe lo the General Land Office shall rndude copies of Railroad Comm1SSion forms fol' applicallOn lo dnll Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the trne they are filed wrth the Texas Railroad Commission NI 
appbcabons, pem11tS, reports or other filings that reference this lease or any specrfic wel on the leased premises and that are submitted to the Texas 
Railroad Commission oc any other governmental agency shall include the word -state• In the tJtle Addbonafty. In aa:oroance wrth Railroad CoowniPion 
rules. any signage on the leased premises for the purpose of identifying wells, tank battenes or other SSSOC1aled mprovements to the land must also 
inctude the word "State: Lessee shall supply the General Land Office with any records, memoranda. accounts, reports, cuttings and cores. or other 
1nf0m1ation rela!Ne to the operallOn of the above-described premsses, which may be requested by the General Land Office, 11 addrbon lo those henwl 
expressly provided for Lessee shaH have an electrical and/or radloactfviy survey made on the bore-hole section, from the base of the surface ca.s.,o ID 
the total depth of well, o f all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, doelrnents °' other matena.ls a.re not filed en the General Land Office when 
due The penally fol' late filing shall be set by the General Land Office admirustrative 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. tf, dunng the primary tem1 hereof and pnor to d~ and 
production of 011 or gas on said land, Lessee should dnll a dry hole or holes thereon, or if dunng the pnmary tem1 hereof and after the discoverf and 
actual production of oil or gas from the leased prem1SeS such production thereof should cease from any cause, this lease shall not tem1inate rf on or 
before the e)Q)lratlon of sixty (60) days from dale of completion of said dry hole or cessation of production Lessee commences additional dnlling or 
rewor1ong operatlOlls thereon, or pays or lenders the next annual delay rental 111 the same manner as provided in this lease tf, dunng the last year of the 
pnmary tem1 Of within sixty (60) days poor thereto, a dry hole be completed and abandoned. °' the product>on of 011 or gas should cease for any cau.e. 
Lessee's nghts shall remain 1n fuU force and effect wrthout further operations uni.JI the expiration of the prvnary term, and rf Lessee has not resumed 
production in paying quantities at the expiration of the prrnary tem1, Lessee may maintain this lease by conduc:tJng addrtlonal dnlhng or reworking 

•• • ••• • . . . . . . 
• • • • • . .. . . . • . . . ' . . • . . . 
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operallons pursuant to Paragraph 13, using the exp,ration of the prmary tem, as the dale or cessation al product>on under Paragraph 13 Should the Int 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-in 0tl or gas wen Within the pnmary temi hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying dale following the expiration of sixty (60) 
days from the dale of completion of such shut-in oil or gas well and upon lhe failure to mak.e such payment, this tease shall Ipso fado terminate. If at the 
expiration or the pmiary tem, or any tme thereafter a shut-m 011 or gas well Is located on the leased premises, payments may be made in aOCOfdanoe 
with the shut-In provisions hereof 

12. DRIWNG A.ND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the explratton of the pnmary tenn, neither oil nor gas ts being 
produced on said land, but Lessee Is then engaged In dnlhng or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or fo< dnlhng or reworking of ny addrbonal wells are prosecuted in good faith and in wonunanlike manner Without intem,pt)Ons totaling more 
than sixty (60) days dunng any one such operation, and rf they resul in the produd>on of oil and/or gas, so long thereafter as oil and/0< gas is produced 
in paying quantrties from said land, or payment of shut-in 011 or gas well royalties or compensatory royalties Is made as provided in this lease 

13. CESSATION, DRIWNG, AND REWORKING. If, alter the expiralton of the prrnary term, production of Oii °' gas from the laaMd 
premises, alter once obtained, should cease from any cause, this tease shall not tenninate rf Lessee commences additional drttltng °' rewo,1(Jng 
operattons Within socty (60) days alter such cessauon. and this lease shall remain In full force and effect for so tong as such operations continue In good 
faith and In workmanl(l(.e manner without interruptions totaling more than sixty (60) days If such dnlllng or reworking operations result in the produdion 
of 0,1 °' gas, the lease shall remain in full fol'ce and effect fof so long as oil °' gas is produced from the lea5ed prenuses in paying quantJbes °' payment 
of shut-m Oii or gas wen royalties or payment of compensatory royalbes is made as proV1ded herem °' as proV1ded by law If the drilling °' rewonctlg 
operattons result In the completion of a well as a dry hole. the lease w,11 not tennlnate rf the Lessee convnences addibonal dnlhng or rework.Ing 
operations within sixty (60) days after the completion of the well as a dry hole. and this lease shall remain in effect so long as Lessee continues dnlling or 
rework.Ing operations 1t1 good faith and in a workmanli(e manner wrthoul interruptJons totaleng lllOf8 than socty (60) days Lessee shall give wntten not>ce 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT ~N ROY AL TIES. For purposes or this paragraph, "weir means any well that has been assigned a well number by the state agency 
having Junsdiction over the produdton of oil and gas If, al any lime alter the expiration of the pnmary Lenn of a lease that. until be ng shut In, was being 
maintained in fofce and effect, a well capable of producing Oii °' gas 1t1 paying quantibeS as located on the leased premtSeS, but Oil °' gas is not being 
produced for lade of suuble production facilities or lad< of a suitable mancet. then Lessee may pay as a shut-41 oil °' 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 oll or gas in paying quantrtles If 
Paragraph 3 of this tease 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 80'8. To be effective, each initial shut-in Oii or gas royalty must be paid on°' before· (1) the exptration of the prmary Lenn, (2) 60 days der 
the Lessee ceases to produce oil or gas from the leased premises. °' (3) 60 days aft« Lessee completes a drilling °' rewo,1(Jng operation In accordanoe 
with the lease provisions, wfllchever date is latesl Such payment shall be made one-half (112) lo the CommtSStoner of the General Land Office and one­
half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the leml of the lease fof a penod of one year from the end of the prwnary tenn, °' from the Int day of the month folowlt",g the month .., wt-«:h 
production ceased. and, after that. if no suitable production fadllbes °' subble marlcet fof the oil °' gas exJSt:s, Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYAL TIES. If, dunng the period the lease Is k.ept in effect by payment of the shut-m Oii °' gas royalty, Oil 0< 1JaS IS 

sold and delivered in paying quantrties from a well located within one thousand (1 ,000) feel of the teased premises and completed In the same producing 
reservoir, or In any case In which drainage is occurring, the nghl to continue to maintam the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Leuee may maintain the lease for four more 
sua::essive years by Lessee paying compensatO<Y royalty at the royalty rate proYlded in the lease of the malket value of product>on from the well cauYlO 
the drainage °' which is completed in the same producing reservOff and wrth1t1 one thousand (1 ,000) feet of the leased premises The c:ompenNiofy 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) lo the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the 
same produong reservoir and located Within one thousand ( 1,000) feel of the leased premises If the compensatO<Y royalty paid Ill any 12-month period 
Is an amount less than the annual shut-in ofl or gas royalty, 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 not Umely paid will accrue penalty and interest In accordance W11h Paragraph 9 of this 
lease None of these provisions w,11 relieve Lessee of the obligation or reasonable development nor the obligation lo dnll offset wells as provided in 
Texas Natural Resources Code 52 173, however, at the detemiinabon of tho Conwnlssioner, and With the Convmssionef's wntten approval, tho payment 
of compensatory royalties can satisfy the obligation to drin offset ~ .Is 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produong or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the d1hgence of a reasonably prudent operator In dnlling such addrtional well or 
wells as may be reasonably necessary for the proper development of the leased premises and ,n marketing the produdJon thereon 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the explratton dale of the pnmary or extended term rt shall then 
temimale as to all of the leased prem!IM, EXCEPT (1 ) 40 acres surrounding each oil well capable of produong In paying quantrtles and 320 acres 
surrounding each gas well capable of produong 1n paying quanllties (inctuchng a shut-ff'I od °'gas._. as proV1ded .., Paragraph 1'4 hereof), Of" a wel 
upon which Lessee Is then engaged in continuous dnn,ng or rework.Ing operabc>M, or (2) the number of aaes induded in a producing pooled unit 

pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of aeteS as may then be allocated for production 
purposes to a proration unit for each such produong well under the rules and regulations of the Railroad Commrssion of Texas, or any successor 
agency, or other governmental authonty having junsdlCbon. If at any I.me alter tho effedJve date of the pamal terminaoon proVISIOflS hereof, the 
applicable field rules are changed or the well or welts localed thereon are reclassified so that less acreage is thereafter allocated to said well or well for 
produdJon purposes, this lease shall thereupon tennlnate as to all acreage not thereafter allocated to said well or wells for produdlon purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, l..assee shall nevertheless continue to have the right of ngress 
to and egress from the lands stat subject to this lease for alt purposes descnbed in Paragraph 1 hereof, togethe< with easements and nghts-of-way for 
exlsbng ~s. eXJSting pipelines and other e,osUng facilltle:s on, over and actO$S an the lands desai>ed In Paragraph 1 hereof ("'the retamed lands"), for 
access to and from the retained lands and for the galhenng or transportatton or 011, gas and other minerals produced from the retained lands 

.. . ... . 
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(B) HOR1ZOHTAL In tho event this lease is 1n force and elfect two (2) years after the exptrabon date or the prmary or extended term It shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A ) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to ono-half (112) of the 
bonus onginally paid as consideration for this lease (as specmed on page 1 hereof) If such amount Is paid, thts lease shall be In force and elTect as to 
such deeper depths, and aald term nation shall be delayed for an addltlonal penod of two (2) years and so long thereafter as 011 or gas is produced in 
paying quantrtles from such deeper depths covered by this lease 

(C) IDEHTIFICATION ANO FILING. The surface acre.age retained hereunder as to each well shall, as nearty as prac:tlcal, be in the form of a 
square with the well located In the center thereof, or such oth r shape as may be approved by tho Commissioner of the General Land Office Within 
thirty (30) days after parual termination of th1S lease as provided heretn, Lessee shaa execute nd record a release or releases oont.atn#lg a s.atJsfactory 
legal de~ of the acreage and/or depths not retained hereunder The recoroed release, or a certlfled oopy of same, shan be flied in the General 
Land Office, accompanied by the fifing fee prescnbed by the General Land Office rules In elfect on the date the release IS filed If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested lo do so by the General Land Offioe, then the 
CommlSS'°°8f' at hlS sole dascret>on may designate by wntteo enstnment the acreage and/or depths to be released hereunder arid record such 
Instrument at Lessee's expense in the county or counties where the lease II located and In the offioal records of the General Land Offioe and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WEU.S. Neither the bonus, delay rentals, nor royalbes paid, or to be paJd, under thlS lease shaH relieve Lessee of h,s obigaibo,l 
to protect the oil and gas under the above-<lescri>ed land from being drained Lessee, sublessee, receiver or other agent in control of the leaNd 
premises shall dnll as many wells as the facts may Justify and shall use appropnate means and dnll lo a depth necessary to prevent undue drainage of 
011 and gas from the leased prem.tSes In addition, if oU and/or gas should be produced In commeraa.l quanlrtlel Within 1,000 feet of the leased premises, 
or ,n any case where the leased premises IS betng drawled by produd>on of oil 0< gas, the Lessee, sub.._ssoe, rec:eMt( or other agent in oontrol of the 
leased premtSeS shall in good faith begin the dnlltng of a well or weh upon the leased premises Within 100 days after the draining well 0< web 0< the 
well or -,1s comi>'e-ted Within 1,000 feel of the leased premises start producing In commercial quantrtles and shall prosecute such dnlllng wrth diligence 
F11lure to satisfy the statutofy offset obligabon may subfect th1S lease •nd the O'Nl'ler of the soil's agency nghts to forfe•ure Only upon the determination 
of the CommlSSIOOet of the General Land Offioe and With hlS wntten approval may the payment of compensatory royalty under appllc:able statutofy 
parametef's satisfy the obligation to dnH an offset wen 0< weh requited unde< thlS paragraph 

18. FORCE MAJEURE. 1r, arter a good faith effort, Lessee Is prevented from complying with any express or mplied covenant of this lease, 
from c:ondudlng dnlling operations on the leased premises, or from produong oil or gas from the leased premises by reason of war, rebellion, riots, 
striles, acts of God, or any valld order, rule or regutabon of government authonty, then wht so prevented, Lessee's obligation to comply Wltt'I such 
covenant shall be suspended and Lessee shall not be iable for damages fO< failure to oomply With such covenants, addtiooaly, this lease shal be 
extended while Lessee Is prevented, by any such cause, from c:onductmg dnltng •nd rewooong operallons or from produang Oil or gas from the leased 
premtSeS. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in e1fed dunng the prvnary term 
In the absence of such dnftlng or rowonung operallOns or producoon of oil 0< gas 

19. WARRA.NTY CLAUSE. The owner of the soil warrants and agrees to defend trtJe lo the leased premises If the owner of the soil defaults 
In payments owed on the leased premises. then Le$5e0 may redeem the nghts of the owner of the sod 1n the leased premlSes by paytng any mortgage, 
laxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under thtS paragraph, Lessee may l'8COYe< the 
cost of these payments from the rent.al and royalties due the O'Nl'ler of the soll 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undMded surface estate In the above 
descnbed land, whether or not Lessee's Interest is speafied herein, then the royaltles and rental herein provided to be paid to tho owner o f the soil shall 
be paid to hm 111 the proporbon which his interest bears to the enure undMded surface estate and the roya-'bes arid renta.l her!Mfl provided to be paid ao 
the Comm,ssloner of the General Land Office of the State of Texas shaM be lllcewise proportionately reduced However, before Lessee adjusts the 
royalty or rental due to the CommtSSloner of the General Land Office, Lessee or h11 authonzed representallve must subrrnt to the Commtsaloner of the 
General Land Office a written statement which explains the drscrepancy between the interest purportedly leased under this lease and the adual Interest 
owned by the owner of the soil Too Commissioner of the General Latld Office sha11 be paid the value of the whole produdx>n allocable to any undMded 
Interest not covered by a lease, less the proporoonate development and production cost allocable to such undMded interest.. Hawevef, in no event shal 
the CommtSsloner of the General Land Office reoe1Ve as a royalty on the gross production allocable to the undrvlded interest not leased an mount less 
than the value of on4Hbcteenth (1/16) of such gross production 

(B) REDUCTION Of= PAYMENTS. If, dunng the pnmary teml, a poroon of the land covered by thtS lease as ll'duded wittun the~ 
of a pooled unt that has been approved by the School Land Board and the ownef' of the SOii in accof'danoe With Natural Resources Code Sedionl 
52 151-52 154, or if, at any trne after the expiration or the pnmary term or the extended term, this lease covers o lesser number of acres than the total 
amount descnbed here n , payments that are made on a per acre bas11 hereunder shall be reduced according lo the number of acres pooled, releaMd, 
surrendered, 0< othelWISe severed, so that payments detemuoed on a per aae bas,s uode< the loons of this lease dumg the pnmary tenn shal be 
calculated based upon the number of acres outside the boundanes of a pooled unt. or, rf after the exptratJon of the pnmary term, the number of acres 
actually retained and covered by this lease 

21. USE Of= WATER. Lessee shall have the nght to use watM produced on said land necessary ror operabons under this lease except w-. 
from wells or tan.ks of the owner of the sod. provided, however, Lessee shan not use potable water or water suitable for lrvestock or mgabon purposes 
for waterflood operations Without the pnor consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shal pay the owner of the soil for damages caused by Its operations to au personal property, 
improvements, kvestod< and crops on said land 

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

2,. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet lo any house or bam now on said premises Without 
the written consent of the owner of the soil 
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25. POLLUTION. In dev loping this area, Lessee shall use the highest degree of care and an proper safeguards to prevent pollution Without 
lmrung the foregoing, pollution of coastal wetlands, natural waterways, nvers and mpounded water shall be prevented by the use of contaimlent 
facilities sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at itl dtSposal to 
recapture all escaped hydrocarbons or other pollutant and shall bo responsible for all damage to public and pnvate properues Lessee shall build and 
ma ntaln fences around Its slush, s001p, and drainage pits and tank battenes so to protect lrvestodt aga nst loss, damage or ir.ury; and upon 
completion or abandonment of any weU or wens. Lessee shall fill and level an slush pets and cellars and completely dean up the dnlhng site of aa nAx>ilh 
thereon Lessee shalt, while conducting operations on the leased premeses, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its onginal condrtion and contours as is practicable Tanks and 
equipment Wiii be kept panted and presentable 

2&. REMOVAL OF EQUIPMENT. Subject to Imitations in this paragraph, Lessee shall have the nght to remove mactunery and fixtures placed 
by Lessee on the leased premises, Including the fight to draw and remove casing, Within one hundred twenty (120) days after the expiration or the 
termination of thtS lease un the owner of the SOii grants Lessee an extens,on of this 120-day penod Howevef, Lessee may not remove caWlg from 
any well capable of producing oil and gas In payifig quantlbeS Addoonally, Lessee may not draw and remove casing until after thirty (JO) days wnaen 
notloe to the Commaioner of the General Land Office and to the owner of the soil The owner of the soil shal become the owner of any machinery, 
fixtures, or caslfi9 which are not bmely removed by Lessee under the terms of this paragraph 

27. {A) ASSIGNIIEHTS. Under the condrllons contamed in this paragraph and Paragraph 29 of th«s lease, the nghts and estates at Nhe,­
party to this lease may be assigned, lo whole or In part, and the PfOVISIOOS of this lea_se shall extend to and be binding upon their hell's, devlsees, legal 
representatNes, suooessors and assigns However, a change or drv,sion in ownership of the land, rentals, or royalties Wiii not enlarge the obligations of 
Lessee, dimlnrsh the rights, pnvileges and estates of Lessee, lmpa r the effectrveness of any payment made by Lessee or mpair the effectiveness of any 
act perfooned by Lessee And no change or drm,on 11 ownership of the land, reotals, °' royalies shal bind Lessee tor any purpoM until thirty (JO) dlrys 
after the owner of the soil (or hts heirs, deVISeeS, legal representat,ves or assigns) furnishes the Lessee With sat:Jsfactory written eVlden<:e at the change 
in ownership, Including the onglnal recorded munments of tJtJe (or a certified copy of such onglnal) when the ownersh p changed because of a 
conveyance A tocal or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obhgauons unde< this lease If this lea-58 IS 8SS1Qned 11 ltS entirety as to ooly part of the acreage, the nght and optJon to pay l'efltals shal be appolbooed 
as between the several OWllefS ratabty, aa:orthng to the area of each, a.nd faJlure by one or more of them to pay his share of the rental shall not 8ffect 
this lease on the part of the land upon which pro rata rentals are linely paid or tendered, however, rf the assignor or assignee does not Ille a certified 
copy of such ass,grvnent in the General Land Office before the next rental paying date, the entire lease shall terminate tor failure lo pay the entire rental 
due undler Paragraph 3 Every asslgnee shall succeed to aH nghts and be suti,ect to an obligallons, iab411bes, and penalbes o.....ed to the State by the 
ong nal lessee or any pnor assignee of the lease, 1ndud1ng any liabllltles lo the State tor unpaid roya 

{B) ASSIGNMENT UIIITATION. Notwrthstanding any proV1Sion in Paragraph 27(a), if the owner or the SOii a~uires this lease in whole or In 
part by aSSlgrment without the pnor written approval of the Comm1SSioner of the General Land Office, thtS lease rs void as of the tme of assignment and 
the agency l)OWe( of the owner may be forfeited by the Commissioner Ari awgnment W1ll be treated as If it were made lo the owner of the soil d the 
assignee is 

(1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary in which the owner of the soil IS a pnnopal stockholder or Is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the SOtl is a partner or is n employee of such a partnership, 
(4) a pnnopal stockholder or employee or the corporation which is the owner of the sod, 
(5) a partner or employee In a partnership which Is the owner of the soil, 
(6) a fiduciary for the owner of the soil. 1ndud1ng but not lmrted lo • guardian, trustee, executor, adm1mstrator, recerver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the SOii or related to the owner of the soil by mamage, blood, °' adoption 

28. RELEASES. Under the conditions cont.a ned 1n th• paragraph and Paragraph 29, Lessee may at any tme execute and detrver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender lhts lease as 
to such port,on or portions, and bo relieved of an subsequent oblig bona as to acreage sorrenderod If any part o( ttus _se is properly sorrendered, the 
delay rental due under this lease shan be reduced by the proportion that the surrendered acreage beats lo the ac:n,age which was oovered by this leaM 
immediately pnor to such surrender. however, such release will not relieve Lessee of any hab1lrtles which may have accrued under this lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMEHTS ANO RELEASES. If an or any part of this lease is s;signed or released, such assigtvnent °' _se must be 
recorded 1n the county where the land IS srtualed, and the recorded instrument, or a copy of the recorded 1nstnxnent cerufied by the County Clerk of the 
county In which the instrument IS recorded, must be filed in the General Land Office Within 90 days of the last execution date accompanied by the 
prescnbed filing fee If any such a lgnment Is not so filed, the nghts acquired under this lease shall be subject to forfeiture at the option of the 
Commissloner at the General La.nd Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the obove-descnbed land hove been Included In this Instrument, 
including the statement of the true consideration to be paid for the execution of this lease and the nghts and duties of the parties Any collateral 
agreements oonoemifig the development of oll and gas from the leased premises which are not contained m this lease render this lease invalid 

31. FIDUCIARY DUTY. The owner of the SOii owes the State• fiduciary duty end must fully discloM9 any facts affectlng the State's Interest In 
the leased premises When the Interests of the owner of the soil conflict With those of the State. the owner of the SOii as oblig ted to put the State's 
Interests before hes personal interests 

32. FORFEtTURE. If Lessee shall fall or refuse to make the payment of any sum Within thirty days after rt beeomes due, or rf Lessee or an 
authorized agent should knawtngly make any false return or false report concerning productJon or dnlhng, or if Lessee shall faU or refuse to dnll any 
offset weH or wells 1n good farlh as required by law and the rules and regulabons adopted by the ~r of the General Land Office, °' rf Lessee 
should fa~ to file reports In the manner required by law or fall to comply With rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad C-Ommission, or If Lessee should refuse the proper aut.honty aa:.ess to the records pertaining to operaoons, or rf Lessee or 
an authorized agent should knOWtngty fail or refuse to grvo correct information to the proper authonty, or knowmgty fall or refuse to furnish the General 
Land Office a COfl'8Ct log of any weU, or if Lessee shall knowlngty VIC>lat.e any of the matenat proYISIOns of th lea-58, or If this lease is as.s,gned and the 
assignment IS not filed n the Generat La~ ~ . ~s required pY law, the nghts acquired under this lease shan be sut>,ect to forfefl:ure by the 
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Commlsst0ner, and he shall rorfelt s me when sufficiently informed of the facts which authonze a forfeiture, and when rorterted the area shall again be 
subject to lease under the terms of the Relinqulshmenl Acl However, nothing herein shall be construed as waiving the aulomalle termination of this 
lease by operallon of law or by reason of any special lmrlabon ans1ng hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of M ure compliance with 
the l)(ov1slons of the law and of this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance w,th Texas Natural Resources Code 52 136, the Stale shall have a first hen upon all oil and gas produced from the 
area covered by this lease lo sacure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State. In addition to the lien l)(Ovided by Texas Natural Resources Code 52 136 and any other apphcable statutOI'( lien, .,., 
express contractual lien on and secunty Interest in all leased m1nenils in and extracted from the leased premises, an proceeds which may acx:rue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and iml)(Ovements to the 
leased premtSeS used in connection with the produdlon or processing of such leased minerals In order to 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 that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or mpl.ied nus lien and secunty in1erest may be foredosed Witt\ or without court proceedings in 
the manner provided in the rrtte 1, Chap 9 of the Texas Bus ness and Commerce Code Lessee agrees that the CommlSSioner may require Lessee to 
execvte and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this hen Lessee hereby represents that there 
are no pnor or supenor hens ansing from and relating to Lessee's adMbes upon the aboY&-deso'i>ed property or from Lessee's acqulSO)O of this loae.. 
Should the Convnlssioner at any tine determine that this representation Is not true, then the Convmssioner may dedare thrs lease forlelted as provided 
herein. 

34. POOLING. Lessee Is hereby granted the nghl to pool 0< unitize the royalty interest of the owner of the sod under this lease Witt\ any oUl8f 
leasehold or mineral interest for the exploration, development and l)(Odudlon of oil or gas or either of them upon the same terms as shaft be apprO\llllld 
by the School Land Board and the Commissioner of the General Lend Office for the pooling or unit.lZJng of the interest of the Stale under this lease 
pursuant to Texas Natural Resources Code 52 151-52.154 The owner of the soil agrees that the inclusion of thrs provision 1n this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152 

35. INDEMNllY. Lessee hereby releases and discharges the State of Tex.as and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from au and any actions and causes of action 
of every nature, or other harm, tnduchng enVJroomental harm, for which re,covery of damages as sought, IOdudrng, but not limited to, aN losses and 
expenses which are caused by the adlvrties of Lessee, its officers, employees, and agents anslog out of, incldental to, or resulting from, the opeoltb ts 
of or for Lessee on the leased prem1SeS hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or strictly liable ad or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hokl harmless the State of Tex.as and the owner of the soil, thek offloeB, employees and agents, thett successors or assigns, aganst wry 
and all clams, liabilities, losses, damages, actions, personal injury (rnduding death), costs and expenses, or other harm for which reowe<y of damages 
is sought, under any theory Including tort, contract. or strict liab1hty, Including attorneys' fees and other legal expenses, Including those related lo 
environmental hazards, on the leased premises or in any way related to Lessee's ta~ure to comply Wlth any and au enV1ronmental laws, those arising 
from or in any way related to Lessee's operallons or any other of Lessee's activibes on the leased premises, those ans.ng from Lessee's use of the 
surface of the leased premise,, and those that may an,e out of or be ~ by Lessee's breach of any of the t.erms or provisions of thd ~,_,... 
or any other ad or omrssion of Lessee, Its directors, officers, employees, partners, agents, contractors, subcontractors, guests. Invitees, and their 
respective suooessors and assigns Each assignee of thlS Agroement. or an interest therein, agrees to be liable for, exonerate, 1ndemnrfy, defend and 
hold harmless the State of Texas and the owner of the soil, lhetr offioeB, employees, and agents in the same manner proVlded al:>oYe in coonedJOn wih 
lhe activities of Lessee, its officers. employees. and agents as described above. EXCEPT AS OTHERWISE EXPRE$SL Y l.MTED t£REJN, ALL OF 
1lE N>El9trTY OBUGATIONS ANOIOR l...lA8lU11ES AS.SCM3> UNOER 1lE TERIIS OF THIS AGREEMENT SHA.LL BE WITHOUT LIMITS AND 
wmtOUT REGARD TO THE CAUSE OR CAUSES llfEREOF (EXCLUDING PRE-EXJSTING CONOmONS), STRICT LIABILITY, OR TliE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING TliE NEGUG£NCE Of TliE INDEIINIAED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

341. E.NVIROHIIEHTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including SOii, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other enviromneotal medium in, on, or under, the leased premises, by any waste, pollutant, or oontamnan Lessee shall not bnng or penrnt to rem.in on 
the leased premises any asbestos containing materials. explosives, to.xlc matenals, or substances regulated as hazardous wastes, hazardous mailleria. 
hazardous substances (as the tern, 0 Haz.ardous Substance· is defined in the Coml)(ehensMI Env1roomental Response, Compensation and Llabihty Ad 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.). or ton: substances under any federal, state, or local law or regulation rHa.zardous Mater1als1, except 
ordinary products commonly u$Od 1n connection With Oii and gas exploral.JOn and deYeq>meot operabons and stored in the usual manner and qoandtiea. 
LESSEE'S VIOLATION OF TliE FOREGOING PROHIBlllON SHA.LL COHS1ITUTE A MATERIAL BREAOi AHO DEFAULT HEREUNDER NfD 
LESSEE SHALL NJBmlFY, HOLD HARlll..ESS ANO OEFENO THE STATE OF TEXAS ANO TliE OWNER OF TliE SOtL FROM AHO AGAINST 
Alff ct..AIIIS, DAIIAGES, JUOGIIEJfTS, PENAL TIES, UABIUT1ES, ANO COSTS (1NCU10ING REASONABLE AlTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT Of (1) A VIOLATION OF 1lE FOREGOING PROHt8fllON OR (2) lltE PRESENCE. RA Fa.sE, OR 
DISPOSAL OF ANY HAZARDOUS IIATERIALS ON, UNDER, OR ABOUT llE LEASED PREMISES DURING l.ESSEFS OCCUPANCY OR 
CONTROL OF TIE L.EASa> PflFWS.ES . LESSEE SHALL CLEAN UP, RBIOYE, REIIEDY ANO REPAIR ANY SOtL OR GROUND WATER 
CONTAIIINATION AMO DAii.AGE CMmED BY 1lE PRESENCE OR RB.EASE OF Alff HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT 
TliE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF lltE LEASED PREIRSES .. CONFORMANCE wmi 1lE REQUIREIEJfTS OF 
APPLICABLE LAW. TlilS INOEIINIACATIOH ANO ASSlJMPTlOH SHAU. APPLY, BUT IS NOT UIITED TO, UA8IUTY FOR RE5"0NIIE 
ACTIOHS UNDERTAKEN PURSUANT TO CERCl.A OR Alff OTHER ENVIRONIIENTAL LAW OR REGUl.A TIOH. LESSEE SH.AU. W:.OtA TEL Y 
GIVE 1lE STATE OF TEXAS AHO 1lE OWNER OF 1lE SOIL WRITTEN NOTICE OF Alff BRE.AQt OR SUSPECTED BREACH OF nos 
PARAGRAPH, UPON LFARNfNG Of TliE PRESEHCe OF ANY HAZARDOUS MATERIM..S, OR UPON RECEIVING A NOTICE~ MY 
GOVERNIIENTAL AGENCY PERTAJNIHG TO HAZARDOUS MATERIALS~ MAY AFFECT TliE LEASED PREIIISES. THE OBUGAllONB 
OF LESSEE HEREUNDER SHAL.L SURVIVE THE EXPIRATION OR EARLIER TERIIINATION, FOR ANY REASON, OF TlilS AGREEMENT. 

37. APPLICABLE LAW. ThtS lease 1s 1SSIJed under the proVISlons of Texas Natural Resources Code 52.171 through 52.190, convnonty 
known as the Reinqu,shment Ad, and other applicable statvt.es and amendments thereto, and rf any provision ,n this lease does not conform to thelo 
statutes, the statutes Wiii prevail over any nonconforming lease provisions • ·,u; .,..,,/.: i1'};. ,(/ 

::~ :":. T ::: _u~~~wc_ 
• •• L: t;?· L 00'\ITY 



38. EXECUTION. This 011 and gas lease must be signed and adlnowledged by the Lessee before rt is filed of record in the county records 8fld 
In the General Land Office or the State of Texas Once the filing requirements found 10 Paragraph 39 of this lease have been satisfied, the effective d* 
of lhis lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 or the Texas Business and Commerce Code, lhtt lease must be filed or record m the office ot the 
County Clerk in any county In which all or any part of the leased premises as located, and certified copies thereof must be filed in the General Land 
Office. This lease ls not effective until a certified copy of this lease (whiCh is made and certified by lhe County Clerk from has records) ls filed In the 
General Land Office in accordance with Texas Natural Resources Code 52.183 Additionally, thtS lease shall not be binding upon the Slate unless it 
recites the actual and true consideration paid or promised to< execution of thlS lease Tho bonus due the State and the prescrtbed filing fee shall 
accompany such certified copy lo the General Land Office 

BY .......,..___...,._._.a....:..:a.;;;._~-+=---~ ......... 1.A.-+~l~..)/c.....-=-/~ 

Tttle ......;;. __ ____,:......::...~_..;;:::;..;....;......J._;_ _ __;./ {_7_1_1 ti tj <.' t 

Dale. 7-25-05 

BY~~~r.-;:;~;=rn;i~~~~;;-;-'C""~~~ 
lndrvldual 

ST A TE OF TEXAS 

BY ------------------
Individually and as agent for the State of Texas 

Date - ~?---- -=~--~ Dale -----------

STA TE OF TEXAS STA TE OF TEXAS 

BY ----- ------------~ 
Individually and as agent for the State of Texas 

BY ------------------
Individually and as agent for the State of Texas 

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

.. . ... . . . . . . 
• • • • • . .. . . . . . .. . . .. . . 

• • • •• • • • • • • . . ... . . . . . . . . 
•• • • • • . • . . . .. • 

--



Addendum A 

Note that all rentals were paid up in the lease bonus. The lease bonus is $150 per acre, 
and the delay rentals are $5 per acre totaling $160 per acre seen paragraph 1 of the 
granting clause. 

, 

--
•• • ••• • 

• • • • • • 
• • • • • • • •• • • • • • • • • • • •• • • • • • •• • • • • • • • • ... • • • • • • • • • •• • • • • • • • • • 
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STATE OF ________ _ (CORPORATION ACKNOWlEDGMENl) 

COUNTY OF---------

BEFORE ME, the undersigned authonty, on this day personally appeared ---------------------­

known to me to be the person whose name Is subscnbed to the foregoing instruments " -------------------­

of - ------------------------------------ and acknowledged lo me that he 

executed the same for the purposes and consideration therein expressed, In the capacity stated, and as the act and deed or said corporation 

Grven under my hand and seal or office this the ___ day of _________ . 20 __ . 

Notary Public In and for-------------

STATE OF Je .\(ct.;> (CORPORATION ACKNOWlEDGMENl) 

COUNTY OF .._j)/7l ]Sl)Q 

BEFORE ME, the """""•""" '"thorny, '" tho, doy '""°"''~ appee,ed ~ Jg ( J!) J, C A/;( ) dj I~~· 
to be the person whose name is subscribed to the ~ng 10struments as ..,,(1 1 CT _ ll d _ [ __ Q<? V 

of ~ l C- lJ , and cknowledged to me that he 

nsideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of office this the r .:J. 71" day of 

Notary ;zn and for :C W d ~ 
(INDIVIDUAL ACKNOWLEDGMENl) 

known to me to be the persons whose names are subscribed to the foreg01ng 1ns1rument. and acknowiedged to me that they executed the same f0< the 

purposes and consideration therein expressed 

Given under my hand and seal of office this the -6 day of 

{INDIVIDUAL ACKNOWLEDGMENl) 

COUNTY OF--------
BEFORE ME, the undersigned authonty. on this day personally appeared----------------------

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

purposes and consideration there n expressed 

Grven under my hand and seal of office this the ___ day or ________ _ 20 __ . 

Notary Public In and for-------------

.. . ~ . . . . . . . • • • . . .. . . . . . •• • . .. . . • • • . • .. • • • • . . . . • • • . 
• • • . . . 
• • •• 
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BAL REVIEW SHEET 

Trnactbl# 4805 

Harrison Trust, Roddy L. Harrison, Trustee 

Hallwood Energy II, L.P. 

LfAIE IIICRl'TU 

CW1ty 

CULBERSON 

TERMS IFfBIBI 

PriwrY T ll'ITt 

lknls/ AIJ'B: 

R111tal/ Acre: 

Roymtv: 

CIMPARIIINI 

MF# 

3 years 

23% 

CoolnllltJ: Paid up rentals. 

Tuesday. August09. 2005 

$150.00 

$5.00 

Base Fii No Pll't 
135674 ALL 

TERMS 

Prinll'Y T ll'ffl 

lkllls/Acre 

R111tal/ Acre 

Roymty 

Date 

, ... t: R. Widmayer 

Lease Date: 7/25/2005 u~ J 

AIJ'OS: 640 

sec. mco Twp Sliney 
19 113 00 PUBLIC SCHOOL LAND 

3 years 

$150.00 

$5.00 

23% 

Abst# 
5122 

lll'ffl Blnls/Ac. Rllltal/Ac. Roymty llstn:e 
Last Lease 



.. 

RELI QUI JIM TA T LE -. APP I ATIO 

Texas General Land Office 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatler, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Appl icant: Hallwood Energy ll, L.P. 

Prim. Tenn: 3 years 

Royalty: 23% 

Bonus/Acre 

Rental/ Acre 

Consideration 

Recommended: ~ 
Not Recommended: 

Date: '3 · 9. o~ 

----
Comments: Paid up rentals. 

Lease Fonn 

Recommended: -J~.lL--

N o t Recommended: 

Comments: 

Date: g/~/o( ~. 

Jerry Patterson, omm1ss1oner 

DATE: 09-Aug-05 

County: 

$150.00 

$5.00 

CULBERSON 

Louis Renaud, Deputy Commissioner 

Recommended: (JLL_ 

Dale: £-7 0,) 

Not Recommended: ----

Bill Warnick, Genera l Couasc~ 

Recommended:~ 

Nol Recommen= 

Lany Laine, C~k 

Approved: _ _,Ji!L~--
Not Approved: ___ _ 

missioner 

Date: 

Date: ------

Date: ---



$. 
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TEXAS GENERAL LAND OFFICE 

November 16, 2005 

. Attn: Bert Dorr 
Woods Petroleum Land Management, Inc. 
P.O. Box 51194 
Midland, Texas 79710-1194 

Re: RELINQUISHMENT ACT LEASE No. M-105445 
480 acres out of Sec. 19, Bile 113, PSL 
Culberson County, Texas 

Dear Mr. Dorr: 

JERRY PAITERSON, COMMISSIONER 

The certified copy of the Relinquislunent Act lease covering the above referenced tracts has been 
approved and filed in our records under mineral file number M-105445. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$38,525.00, has been applied as the state's portion of the cash bonus 
$38,400.00, along with a processing and filing fee 'in the amount of$125.00. Please let me know if 
you should have any questions. 

~lhr~b 
Drew Reid '1 ftts .-
Minerals Leasing 

· Energy Resources 
(512) 475-1534 

MS/DR 

Stephen F. Austin Building• 1700 North Congress Avenue• Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.tx.us 



s- ct 
Jerry ~ crson. C ·.•nm1~1oncr 

By {!lil:::::::: ~~~~~ 


