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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 51194 
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 or432-413-5743. 

The Mineral Classified Lands are as follows: 

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

? ?10-0 {j.,(/1.U.- Block 114 PSL Sections: 12, 13,22,23,24; 

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

Sincerely, 

~~ 
Bert Dorr 
Woods Petroleum 
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Hallwood Petroleum LLC ~ 
' 

5835 
I VENDOR I -1 CHECK DATE · I 

TX GLO/STATE OF TEXAS I TXGLO I I 07/27/05 I 
1NVOJCE INVOICE 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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Genef"II Lllnd Office 
Rellnqulshment Act Luu Fonn 
Revl1ed, September 1997 

~ustin, '([exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into lhlS ._25,._ __ day of ,._Ju.,,.ly.,_ _______ ,20Q5._ , between the State of Texas, acting 

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

of P o Box 1908 Pecos. TX 79V2 
(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and t.;H..,.a""llwOod::.,c.,,._,E..,n"'e.,_rg,._yL.l.!.11.._.L ... P._ ..... ----------------

of 3710 Rawlins Street. Suite 1500. Dallas. TX 75219 
(Giiie Permanent Address) 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the Stale of Texas ad1ng by and through the owner of the sotl, hereby grants. leases and lets unto Lessee, for 
the sole and only purpose of prospeding and dnlhng for and produc,ng 011 and gas. laying pipe lines. bu11d1ng tanks. stonng otl and bu11d1ng power 
stations, telephone lines and other strudures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated 1n Culberson County County, State or Texas, to-wit 

Sedion 1 Block 111 , PSL 

containing ""64""0.__ _____ acres. more or less The bonus conslderal10n paid for this lease is as follows 

To the State or Texas Thirty Eight Thousand Four Hundred and no/100 

Dollars (S...,38,...4_...00......,00,.,._ _____ __, 

To the owner of the soil Thirty E1ght Thousand Four Hundred and no/100 

Dollars ($38.400 00 ) 

Total bonus conslderat10n Seventy-Six Thousand Etqht Hundred Dollars and no/JOO 

Dollars ($76.800.00 ) 

The total bonus consideration paid represents a bonus of ... O""n,._e..,_H'""u""'nd-=-r:..::ed=...1S.,.lxty ....... ..,.Qo"""'lla,,..rs......,@c:..nd;:....:.:n""o/'"'"1""00...._ _________________ _ 

Dollars ($160 00 ) per acre, on _4-80 _____ net acres 

2. TERM. Subject to the other prov1s10ns 1n this lease, this lease shall be for a tern, or years from 
this dale (herein called "pnmary term") and as long thereafter as 011 and gas, or either of them, 1s produced in paying quantities from said land As used 
In this lease, the term "produced 1n paying quantities· means that the receipts from the sale or other authonzed commerc,al use of the substanc:e(s) 
covered exceed out of pocket operational expenses for the six months last past 
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3. DELAY RENTALS. If no well IS commenced on the leased premises on or before one (1) year from this date, lhas lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to has credit In the -------------

- - - - --- ---------- Bank, at------------------------------~ 
or its successors (whtd't shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; In ackhtion, 
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,lege of deferring the commencement of a well for 
one (1) year from said date Payments under this paragraph shall be In the following mounts 

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

Dollars ($. _________ _, 

To the St.ate of Texas - ------------------------------
Dollars ($. _________ __, 

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

In a hke manner and upon like payments or tenders annually, the commencement of a woll may be further deferred for successtve penods of one (1) 
year each dunng 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 destgnated in thts paragraph (or ,ts successor bank) should 
cease to exist, suspend business, hquldate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held In default for faijure to make such payments or tenders of rental unbl th rty (30) days after the owner of the sotl shall deliver lo Lessee a proper 
recordable instrument naming another bank a.s agent to receive such payments or lenders 

4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for In this lease lo the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 

owner of the so,I 
(A) OIL Royalty payable on oil, whtd't Is defined as 1ndud1ng all hydrocarbons produced ,n a hquld form at the mouth of lhe well and also as 

all condensate, distillate, and other hquld hydrocarbons recovered from otl or gas run through a separator or other equipment. as hereinafter provided, 
shall be 23% part of the gross production or lhe market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) lhe highest posted pnce, plus premium, if any, offered or paid for 011, condensate, dtstillate, or other ltquld 
hydrocarbons, respectively, of a hke type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever IS the greater Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed 1n a plant, rt wlll be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other equipment at least as effiaent, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requ,rem nt that such gas be run through a separator or other equipment may be watved, rn wnbng, by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (1nclud1ng ftared gas). which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herern with respect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 23% part of the gross productt0n or the market value thereof, at the 
option of the owner of the soil or the Commisst0ner of lhe General Land Off!C8, such value to be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross pnoe paid or offered to the producer, whtd'tever is the greater, 
provided that the maximum pressure base in measuring tho gas under this lease shall not et any tme exceed 14 65 pounds per square nch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the tme of tesllng 

(C) PROCESSED GAS. Royalty on any gas processed in a gasohne plant or other plant for the recovery of gasoline or other ltqutd 
hydrocarbons shall be 23% part of the residue gas and the hquld hydrocarbons extracted or the market value thereof. at the opttOn of the owner 
of the soil or the Commissioner or the General Land Office All royalttes due herein aha II be based on one hundred percent (100%) of the total plant 
production of residue gas attnbutable to gas produced from this tease, and on fifty percent (50%), or that percent accruing to Lessee, whichever Is the 
greater, of the total plant product,on of hquld hydrocarbons attnbutable to the gas produced from this lease, provided that rt liquid hydrocarbons are 
reoov red from gas processed 1n a plant in whtd't Lessee (or rts parent. subsidrary or affilrate) owns an interest. then the percentage applicable to ltquld 
hydrocarbons shall be fifty percent (50%) or the htghest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or rf there Is no such third party, the highest percent lhen being specrfied rn processing agreements or contracts In 
the Industry), whtd'tever is the greater The respectrve royalties on residue gas and on hquld hydrocarbons shall be determrned by 1) the highest market 
pnce paid or offered for any gas (or hqutd hydrocarbons) of comparable quality 1n the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling pnoo for the respective grades of liquid hydrocarbons), whichever Is the greater In no event, however, shall 
the royalties payable under this paragraph be less than the royallles 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 ltquld 
hydrocarbons) whether said gas be ·casinghead," ·dry," or any other gas, by fracbonabng, bum1ng or any other proocss1ng shaU be 23% part of 
the gross production of such products, or the market value thereof, at the ophon 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 h,ghest market pnce of each product for the same month in which such product Is 
produced, or 2) on the basis of the average gross sale pnce of each product for the s.ame month in whtd't such products are produced, whichever is the 
greater 

5. MINIMUM ROYAL TY. During any year after the expiration of the pnmary term of thas lease. 1f this tease is maintained by production, the 
royaltles paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided, otherwtSe, there shall be 
due and payable on or before the last day of the month succeeding the annrversary date of this tease a sum equal to the total annual rental loss the 
amount of royaltJes paid dunng the preceding year. VJ>a(l9raph~ p f this lease.does not specify a delay rental amount, then for the purposes of thts 
paragraph, the delay rental amount shall be one dollJlr (St ) per e : : . . . . . . . . . . .. . . . . . . 
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6. ROY AL TY IN KIND. Notw1thstand1ng any other provision In thtS lease. at any lme or from lime lo lune, the owner of the soil or the 
Commissioner of the General Land Office may, at the oplton of either, upon not less than socty (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 1n kmd The owner of the soil's or the CommtSSloner of the General 
Land Office's nght to take rts royalty 1n kind shall not d1m1nish or negate the owner of the sotl's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations, whether express or Implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (lncludmg those paid In kmd) shall be without deduction for 
the cost of producing, gathenng, stonng, separatmg, treating, dehydratmg, compressing, processing, transporting, and olhel'Wlse makmg the oil, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value recerved , including any reimbursements 
for severance laxes and produd1on related costs 

8. PLANT FUEL ANO RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any Ivel 
used to process gas produced hereunder in any processing plant Notwlthstandmg any other provision of this lease, and subject to the wntten consent of 
the owner of the soil and the Comm1Ss1oner of the General Land Office. Lessee may recyclo gas for gas lrft purposes on the leased premises or for 
inJection Into any 011 or gas producmg formation underty1ng the leased premises ofter the hquid hydrocarbons contained m the gas have been removed, 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee m a manner which enlrtles the royalty owners to a 
royalty under this lease 

9. ROYALTY PAYMENTS ANO REPORTS. All royallles not taken In kind shall be paid to tho Commissioner of the General Land Office at 
Austin , Texas, m the following manner 

Payment of royalty on production of oil and gas shall be as provided 1n the rules set forth m tho Texas Register Rules currently provide that royalty on otl 
1s due and must be received m the General Land Off1Ce on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be recerved 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 or other authonzed agent, completed In the form and manner prescnbed by the General Land Office 
and showing the gross amount and disposition of all otl and gas produced and the market value of the oil and gas. together with a copy of all documents, 
records or reports confirming the gross production, d1spos1bon and market value including gas meter readings. pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which tho General Land Office may require to venfy the gross production. disposition and market value In all cases the authonty of a manager or agent 
to act for the lessee herein must be filed in the General Land Offioe Each royalty payment shall be accompanied by a chedt stub, schedule. summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each tease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25 00, whtehever IS 

greater A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or S25 00 whichever is greater In addrtlon 
to a penalty, royalties shall accrue interest at 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 1hall 1ncur a penalty m an amount set by the General Land Office admlntstratrve rule 
which is effecttve on the dale when the affidavrts or supporting dOCtJments were due The lessee shall bear au responsibility for paying or causing 
royalties to be paid as prescnbed by the due dale provided herein Payment of the delinquency penalty shall m no way operate to proh1brt lhe State's 
nght of forfeiture as provided by law nor act to postpone the date on which royalties were ong1nally due The above penalty prov151ons shall not apply In 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1SS10ner of the General Land Off1ee 
with ,ts best possible estimate of 011 and gas reserves undertying this lease or allocable to this lease and shall furnish satd Commissioner with oopies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days alter 
entenng into or making such contracts, agreements or amendments Such contracts and agreements when recetved by the General Land Office shall be 
held in oonfldence by the General land Office unless othel'Wlso authonzed by lessee All other oontracts and records pertaining to the production, 
transportalton, sale and marketing of the oil and gas produced on said premises, 1nclud1ng the boolcs and accounts. receipts and discharges of all wells. 
tanks, pools. meters, and pipelines shall at all limes be subject to inspection and examination by the CommtSSioner of the General Land Office. the 
Attorney General, the Governor, or the representative of any of them 

(8) PERMITS, ORIW NG RECORDS. Wntton notioe of all operations on this lease shall be submrtted to tho Comm1ss1oner of the General 
Land Office by lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such written notice to the General Land Office shall include copies or Railroad Commission forms for apphcatton to dnll Copies of well tests, 
completion reports and plugging reports shall be supplied to the General land Office at the ume they are filed with the Texas Rallroad Commission. All 
applicaltOns, permits, reports or other filings that reference this lease or any specmc well on tho leased prom1581 and that are submrttod to the Texas 
Railroad Comm1SSion or any other governmental agency shall include the word •state" m the trtle Addrtlonally, in accordance with Railroad CommtSSIOll 
rules, any slgnage on the leased premtSes for the purpose of Identifying wells, tank battenes or other asSOCtaled Improvements to the land must also 
include the word "State • Lessee shall supply the General Land Offtce wrth any records. memoranda, accounts. reports, cuttings and cores, or other 
informalJon relatrvo to the operallOn of the above-descnbed premtSes, which may be requested by the General Land Office, In addruon to those here111 
expressly provided for losseo shall have an electncal and/or radioact,vrty survey mode on the bore-hole secbon, from the base of the surface casing to 
the total depth of well, of all wells dnlled on the above dcscnbed premises and shall transmrt a true copy of the log of each survey on each well to the 
General Land Office w ithin fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matonals are not filed 1n the General Land Office when 
due The penalty for late filing shall be set by the General Land Office admmlstratrvo rule which 1s effectrve on the date when the matenals were due In 
tho General land Office 

11. ORY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnor to discovery and 
production of 011 or gas on said land. lessee should dnll a dry hole or holes thereon, or 1f during the pnmary term hereor and after the discovery and 
actual production of otl or gas from tho leased premtSes such production thereof should cease from any cause, lhlS lease shan not termtnate if on 0< 

before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional dri lling or 
reworking operations thereon. or pays or tenders the next annual delay rental m tho same manner as provided in thtS lease If, dunng the last year of the 
pnmary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause. 
Lessee's rights shall remain In full force and effect without funher operations until the expiration of the primary term, end if Lessee has not resumed 
production In paying quantrties at the expiration o~ 1/'le pnma , Lessee ay maintain this lease by conducting addrtlonal dnlllng or reworking . . 
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operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessabon of produd.ion under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-in 011 or gas well within the pnrnary term hereof, Lessee may 
resume payment of the annual rental m the same manner as provided herein on or before the rental paying date followmg the expiration of sixty (60) 
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 fado tenninate If at the 
expiration or the pnmary term or any trne thereafter a shut-in 011 or gas well rs localed on the leased premises, payments may be made m accordance 
with the shut-In provisions hereof 

12. DRILLING ANO REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1rat1on of the pnmary term. neither 011 nor gas IS being 
produced on said land, but Lessee 1s then engaged m dnlllng or reworking operations thereon, this lease shall remain In force so long as operations on 
said well or for dnllmg or reworking of any additional wells are prosecuted 1n good faith and 1n workmanlike manner without 1nterrupt10ns lotanng more 
than sixty (60) days during any one such operation, and if they result In the produd1on of 011 and/or gas, so long thereafter as 011 and/or gas is produced 
m 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, ANO REWORKING. If, after the expiration of the pnmary tenn, productJon of oil or gas from the leased 
premises, after once obtained, should cease from any cause, thrs lease shall not terminate rt Lessee commences addruonal dnlling or rewonung 
operations within sixty (60) days after such cessation, and this lease shall remain 1n full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days If such dnlling or reworking operations result in the production 
of oil or gas, the lease shall remain In full force and effect for so long as 011 or gas rs produced from the leased premises In paying quantrtJes or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law If the dnlhng or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate 1f the Lessee commences add1llonal dnlhng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain 1n effect so long as Lessee continues dnltlng or 
reworking operations In good farth and In a workmanlike manner wrthout Interruptions totaling more than sixty (60) days Lessee shall grve wntten nobce 
to the General Land Office Within thirty (30) days of any cessation of productJon 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Weir means any well that has been assigned a well number by the state agency 
having Jurisdiction over the production of oil and gas If, at any time after the expiration of the primary term of a lease that, unlll being shut In, was being 
ma1nta1ned in force and effect, a well capable of produe1ng otl or gas In paying quanlrties rs localed on the leased premises, but otl or gas is not being 
produced for lack of suit.able production facihtles or lack of a suit.able market, then Lessee may pay as a shut-in otl 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 producmg otl or gas 1n paying quantrtles If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of thrs paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre To be elfectNe, each inrt1al shut-in 011 or gas royalty must be paid on or before (1) the exptralion of the prrnary term, (2) 60 days alter 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlllng or reworking operation in accordance 
with the lease provisions. whichever date is latest Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
hatf (1/2) 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 shalt 
extend the term of the lease for a penod of one year from the end of the pnmary term. or from the first day of the month follOW1ng the month in which 
production ceased, and, alter that. rf no suit.able production fae1lities or suit.able market for the oil or gas exists, 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 penod the lease 1s kept In effect by payment of the shut-in otl or gas royalty, oil or gas IS 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet or the leased premises and completed 1n the same produe1ng 
reservoir, or in any case In wh ch drainage Is occumng, the right to continue to maintain the lease by paying the shut-in 011 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 Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of productt0n from the well causing 
the drainage or which 1s completed in the same produe1ng reservoir and within one thousand (1,000) feet of the leased premises The compensatory 
royalty ts to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. beginning on or 
before the last day of the month following the month in which the 011 or gas ts produced from the well causing the drainage or that Is completed 1n the 
same produe1ng reservoir and located Within one thousand (1 .000) foot of the leased premises If the compensatory royalty paid 1n any 12-month penod 
Is an amount less than the annual shut-In 011 or gas royalty, Lessee shall pay an amount equal to the difference wrthm thirty (30) days from the end of the 
12-monlh penod Compensatory royalty payments which are not timely paid will accrue penalty and interest 1n accordance with Paragraph 9 of this 
lease None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided in 
Texas Natural Resources Code 52 173, however, at the determITTation of the CommlSSIOOer, and With the Comrmssioner's wntten approval, the payment 
of compensatory royalties can satrsfy the obhgaUon to dnll offset wells 

16. RETAINED ACREAGE. NolWlthstanding any provision or this lease to the contrary, after a well producing or capable of produe1ng 011 or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator In dnlllng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the produd.ion thereon 

(A) VERTICAL In the ev nt this lease ls 1n force and effect two (2) years after the expiration date of the pnmary or extended term 11 shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each 011 well capable of producing 1n paying quantities and 320 acres 
surrounding each gas well capable of produe1ng in paying quantit.ies (1nclud1ng a shut-In oil or gas well as provided 1n Paragraph 1-4 hereof), or a well 
upon which Lessee Is then engaged in continuous dnll1ng or reworking operatt0ns, or (2) the number of acres Included 1n a producing pooled unit 
pursuant to Texas Natural Resources Cod 52 151-52 15-4, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulatt0ns of the Railroad Commission of Texas, or any successor 
agency, or other gov mmental authority having junsdictJon If at any lime after the effective date of the partial tennmabon provisions hereof, the 
applicable fleld rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Nolwlthstand1ng the lenninatJon of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands still subject to this lease for all purposes descnbed m Paragraph 1 hereof, together with easements and nghts-of·way for 
existing roads, ex1st1ng pipelines and other existing facllrties on. over and across all the lands descnbed in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands 
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(B) HORIZONTAL In the event this lease 1s in force and effect two (2) years after the expiration date of the primary or extended tem, rt shall 
further temiinate as lo all depths below 100 feel 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 tem, Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as speofled on page 1 hereof) If such amount 1s paid, this lease shall be in force and effed as to 
such deeper depths, and said tem,ination shall be delayed for an additional penod of two (2) years and so long thereafter as otl or gas ts produced ,n 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION ANO FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be 1n the fom, of a 
square with the well localed in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office Wrth1n 
thirty (30) days after partial temiinauon of this lease as provided herein. Lessee shall execute and record a release or releases conta,n,ng a satisfactory 
legal descnpt1on of the acreage and/or depths not retained hereunder The recorded release, or a certified copy of same, shall be filed in the General 
Land Office. aocompanted by the fihng fee prescribed by the General Land Office rules ,n effect on the date the release Is filed If Lessee falls or refuses 
to execute and record such release or releases wrthin ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder arid record such 
Instrument at Lessee's expense 1n the county or counties where the lease is localed and in the olf1Ctal records of the General Land Office and such 
designation shall be b1nd1ng upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid. urlder this lease shall relieve Lessee of his obligation 
to protect the 011 and gas under the above-descnbed land from being drained Lessee, sublessee, receiver or other agent in control of the leased 
premtSes shall dnll as many wells as the fadS may justify and shall use a1>9ropriate means arid dnll to a depth necessary to prevent undue drainage of 
oil arid gas from the leased premises In addrtlon, tf oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises ts being drained by producbon of 011 OI' gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good farth begin the dnlhng of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing 1n commefClal quantrt,es and shall prosecute such dnlling with diligence 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency nghts to forfeiture Only upon the detem,ination 
or the Comm1SSioner of the General Larld Office arid with his wrrtten awroval may the payment of compensatory royalty urlder a1>91icable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good farth effort, Lessee IS prevented from complying wrth any express or tmplied covenant of this lease, 
from conducting dnlllng operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, nots, 
stnkes, acts of God, or any valid order. rule or regulation of government authonty, then wt11le so prevented, Lessee's obUgalJon lo comply wrth such 
covenant shall be suspended and Lessee shall not be hable for damages for failure to comply with such covenants. additionally, this lease shall be 
exterlded while Lessee IS prevented, by any such cause, from corlducting dnlllng and reworking operations or from producing 011 or gas from the leased 
premises However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain lhlS lease ,n effect dunng the pnmary tem, 
In the absence of such dnlling or rewonung operations or production or 011 or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to deferld title to the leased premises If the owner of the soil defaults 
In payments owed on the leased premises. then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage. 
taxes or other hens on the leased premises If Lessee makes payments on behalf of the owner of the soil urlder this paragr ph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire urld1vided surface estat 1n the above 
descnbed land, whether or not Lessee's interest 1s speofied herein, then the royalties and rental herein provided to be paid to the owner of the soll shall 
be paid to him in the proportion which his interest bears to the entire undrvlded surface estate arid the royatbes arid rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be hkew1se proportionately reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authonzed representative must submit to the Comm1SSioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased urlder this lease and the actual interest 
owned by the owner of the soil The Commissioner of the General Larld Office shall be paid the value of the whole production allocable to any urldMded 
Interest not covered by a lease, less the proportionate development and production cost allocable to such urldrvided interest However, 1n no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided Interest not teased an amount less 
than the value of one--sod enth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary tem,, a portJon of the !arid covered by this lease is included within the boundanes 
of a pooled unrt that has been approved by the School Land Board and the owner of the sott In accordance With Natural Resources Code Sections 
52 151 -52 154, or 1f, at any trne after the expiration of the pnmary temi or the exterlded temi, this lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced aocord1ng to the number of acres pooled, released. 
surrerldered, or otherwise severed, so that payments detem11ned on a per acre bastS urlder the terms of this lease dunng the pnmary tem, shall be 
calculated based upon the number or acres outside the boundanes of a pooled unrt, or, 1f alter the expiration of the pnmary tenn, the number of acres 
actually retained and covered by this lease 

21 . USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under this tease except waler 
from wells or tanks or the owner of the soil, 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 sotl 

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

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

24. WELL LOCA TlON LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or barn now on said premtSeS without 
the wntten consent of the owner of the soil 
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25. POLL UTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
hmrt1ng the foregoing, pollution of coastal wetlands, natural waterways, nvers and Impounded water shall be prevented by the use of containment 
facll1tl s sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at rts disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties Lessee shall build and 
maintain fences around rts slush. sump, and drainage pits and tank battenes so as to protect hvestock against loss, damage or iniury, and upon 
compl l ion or abandonment of any well or wells, Lessee shall fill and level all slush prts and cellars and completely clean up the dnlhng srte of all rubbish 
thereon Lessee shall, while conducting operallons on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operatJons shan restore the surface of the land to as near its ong1nal condition and contours as 1s practicable Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. SubJect to llmrtations In thlS paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the nght to draw and remove casing, within one hundred twenty (1.!0) days after the expiration or the 
termination of this loase unless the owner of the soil grants Lessee an extension of this 120-day penod However, Lessee may not remove casing from 
any well capable of producmg oil and gas ,n paymg quantrties Addrllonally, Lessee may not draw and remove casing until al\er thirty (30) days wntten 
notice to the Comm1SSioner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not tJmely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the cond1bons contained in this paragraph and Paragraph 29 of thtS lease, the nghts and estates of erth r 
party to this lease may be assigned, in whole or In part, and the provisions of this lease shall extend lo and be binding upon their heirs, devisees, legal 
representatives. successors and assigns However, a change or dtv1sion In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, d1m1nlsh the nghts, prrv,leges and estates o f Lessee, impair the effectiveness of any payment made by Lessee or impair the effecttveness of any 
act performed by Lessee And no change or d1111sion in ownership of the land, rentals, or royallles shall btnd Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, dev,sees, legal representatNes or assigns) furnishes the Lessee with satisfedory wntt.en evidence or the chang 
,n ownership, indud1ng the ong1nal recorded mumments of trtle (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease If this lease Is assigned In rts enbrety as to only part of lhe acreage, the nght and opllOn to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more or them to pay hlS share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered, however, 1f the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying dale, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and be subject to all obhgations, l1abthbes, and penallles owed lo the Stale by the 
onginal lessee or any prior assignee of the lease, Including any liab1ht1es to the State for unpaid royallles 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision 1n Paragraph 27(a), If the owner of the soil acqwres thtS lease In whole or ,n 
part by assignment without the pnor wntt.en approval of the Comm1SSloner of the General Land Office, this lease 1s void as of the lime of assignment and 
the agency power or the owner may be forfeited by the Commissioner An assignment will be treated as 1f it were made to th owner of the soil 1f the 
assignee 1s 

(1) a nominee of the owner or the 1011, 
(2) a corporation or subsidiary In which the owner of the soil is a pnncipal stockholder or Is an employee of such a corporation or subsidiary, 
(3) a partnership In which the owner of the soil is a partner or IS an employee of such a partnership, 
("4) a pnncipal stockholder or employee of the corporation which 1s the owner of the soil, 
(5) a partner or employee 1n a partnership which is the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not limited to a guardian. trustee, executor, administrator, recetver, or conservator for the 
owner or the soil, or 
(7) a family member or the owner or the soil or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deltver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premtses, and thereby surrender this lease as 
to such portlon or portions, and be relieved of all subsequent obhgations as to acreage surrendered If any part of thlS lease Is proper1y surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
1mmed1ately pnor to such surrender, however, such release will not relieve Lessee of any llab1hties which may have accrued under thtS lease prior to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of lh1s lease IS assigned or released, such asstgnment or release must be 
recorded n the county where the land is srtualed, and the recorded Instrument, or a copy of the recorded instrument certrfled by the County Clerk of the 
county 1n which the instrument is recorded, must be filed 1n the General Land Office within 90 days of the last execution dale accompanied by the 
prescnbed filing fee If any such assignment 1s not so filed, the nghts acquired under this lease shall be subJect to forferture at the option of the 
Commis.sloner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been Included 1n this 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 
agreements concem,ng the development of 011 and gas from the leased premises which are not contained 1n this lease render this lease invalid 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduoary duty and must fully d1sciose any facts affecting the Slate's interest In 
the leased premises When the interests of the owner of the soil conntct with those of the State. the owner of the soil 1s obligated to put the State's 
Interests before his personal Interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after It becomes due, or rf Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or dnlhng, or If Lessee shall fail or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations dopted by the Comm1SS1oner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or tail to comply with rules and regulations promulgated by lhe General Land Offioo. the School 
Land Board, or the Railroad Commission, or rf Lessee should refuse the proper aulhonty access to the records pertaining to operatJons, or rf Lessee or 
an author12ed agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fall or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material prov1&ions of thtS lease, or If thtS lease is assigned and the 
assignment 1s not filed in the General Land Offi~ JJS rtl(lu1red . by law, the fights acquired under this lease shall be subject to forf iture by the . . . . ' . . . . . . . . . . "' . . . . . . ... 
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Commissioner, and he shall forfeit same when sufficiently lnfom,ed of the facts which authorize a forfeiture. and when forfeited the area shall again be 
sub1ect to lease under the tem,s of the Rehnqu,shment Act However, nothing herein shall be construed as waiving the automatic temiinatlon of this 
lease by operation of law or by reason of any special hmrtalion ansing hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the nghts of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of Mure compliance wrth 
the provisions of the law and of this lease and the rules and regulations that may be adopted relatJve hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first hen upon all 011 and gas produoed from the 
area covered by this lease to secure 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 Stale, in add1t1on to the llen provided by Texas Natural Resources Code 52 136 and any other appl1C8ble statutory lien, an 
express contractual hen on and secunty 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 Lessee or by a third party, and all fixtures on and tmprovements to the 
leased premises used In connection wrth the production or processing of such leased minerals 1n order to secure the payment of all royaltt s 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 condrt1on of thlS lease, whether ex-press or implied This hen and secunty Interest may be foreclosed wrth or without court proceedings in 
the manner provided In the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commisst0ner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect thlS lien Lessee hereby represents that there 
are no pnor or supeoor hens ans,ng from and relating to Lessee's adlvrtles upon the above-oescnbed property or from Lessee's acquisition of this lease 
Should the Commissioner at any time detemiine that this representation 1s not true, then the Commissioner may declare this lease forlerted as provided 
herein 

J.4. POOLING. Lessee is hereby granted the nght to pool or unita.e the royalty interest or the owner of the soil under this lease with any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or etlher of them upon the same tem,s as shall be approved 
by the School Land Board and the Commissioner of the General Land Offlce for the poohng or unrtlz1ng of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52151 -52.154 The owner of Une soil agrees that the inclusion of thlS provision 1n this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, Invitees. and their respective successors and assigns, of and from all and any actJOns and causes of ctlOn 
of every nature, or other ham,, 1nclud1ng environmental ham,, for which recovery of damages IS sought. 1nclud1ng, but not hmrled to, 111 losses and 
expenses which are caused by the actwltles of Lessee, its officers, employees, and agents ans1ng out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises 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 act or omtSSion of Lessee Further, Lessee hereby agrees to be hable for. exonerate, Indemnify, 
defend and hold hamiless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or ass,gns, against any 
and all claims, habilrties. losses. damages, actions, personal lnJury (1nclud1ng death), costs and expenses, or other ham, for which recovery of damages 
1s sought, under any theory 1nclud1ng tort, contract, or stnct llabtl,ty, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased prem1.ses or in any way related to Lessee's failure to comply wrth any and all enwonmental laws, those ansing 
from or in any way related to Lessee's operations or any other of Lessee's activrt.ies on the leased premises, those ansing from Lessee's use of the 
surface of the leased premises. and those that may anse out of or be occasioned by Lessee's breach of any of the temis or provisions of this Agreement 
or any other act or omission of Lessee, rts directors, officers. employees, partners, agents. contractors, subcontractors, guests, invitees, and their 
respectJve successors and assigns Each assignee of thlS Agreement, or an interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold hamiless the Stale of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided bove in connect:tOn wrth 
the activities of Lessee, its officers, employe s. and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEM ENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, lricludlng soil, surface waters, groundwater. sediments, and surface or subsurface strata. mbient air or any 
other environmental medium 1n, on, or und r, the leased premises, by ny waste. pollutanl or contaminant Lessee shall not bnng or permrt to rema n on 
the leased premises any asbestos containing matenals. explosives, toxic matenals, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the tern, "Hazardous Substanc.e" Is defined in the Comprehensive Environmental Response. Compensation and Llabil,ty Act 
(CERCLA), 42 U S C Seaions 9601 , et seq ). or toxic substances under any federal, state, or local law or regulation ('Hazardous Materials1, except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored in th usual manner and quantrlies 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHAU CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHAU INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBmON OR (2) THE PRESENCE, REL.EASE, 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, REM EDY 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 WTTH THE REQUIREMENTS Of! 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHAU 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 RECENING A NOTICE FROM AHY 
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 1s issued under the provisions of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Relinquishment ACI, and other applicable statutes and amendments thereto, and If any provision In ttil~ lease does not confom, to lheso 
statutes, the statutes will prevail over any nonconromi,ng lease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowtedged by the Lessee before it is filed of record in the county records and 
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 

of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commert:e Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County CJerk from his records) is filed In the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionalty, this lease shall not be binding upon the State unh!'ss It 
recites the adual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shaft 
accompany such certified copy to the General Land Office. 

n1e: _:!c~.!..2!:..!.._Ll..:-1...-1--"J..!..1..L..D.~~;=.l..!,J 

Dale: 7-25-05 

STA~~ BY: 'r<" 
lnd~Cu,fe 
Date: / - :) .~ - ,PJ ..-

STATE OF TEXAS 

BY:~-------~~-~------
lndiv;ctuatty and as agent for the State of Texas 
Date: __________ _ 
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STATE OF TEXAS 

BY:.,-,--,,--.,----,-,,....-,,....-,,,,.-,-,-:------­
lndividually and as agent for the State of Texas 

Date: ___________ _ 

STATE OF TEXAS 

BY:..,..,--..,,--.,----,,,......,-,....-,,,..-,---,-:------­
Individually and as agent for the State of Texas 

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 I of the 
granting clause. 

••• • • • • • • • •• • • 

• • • • • • 

I
'.· ::::>,, 

. ·; 
~ 

L•:~:1;. r., r_,r:.r;.•,o i'. C'cc,.•ny CLEH,< 
C -· _:,: .,_;_:.,,:;;:;,,·_[, iY, 1L\A3 

"';;f__.__c::f;&,.7 .L~cc,,urr 



STATE OF ________ _ (CORPORATION ACKNOWLEDGMENT) 

COUNlY OF--------

BEFORE ME, the undersigned authority. on this day personally ppeared ---------------------­

known to me to be lhe person whose name is subscnbed lo lhe foregotng instruments as--------------------
of _____________________________________ and acknowledged lo me thal he 

executed the same for the purposes and consideration theretn expressed. tn the capacity staled, and as the act and deed of said corporation 

Gtven under my hand and seal of office th111 lhe ___ day of _________ , 20 __ 

NotDry Public tn and for -------------

STATE OF _--r ___ .--' ')l...._rf-_~ ___ _ 

COUNlY OF__._, ..... ~""'"-'-}]........_.,1.._' ..... ><'..._;_.I]..__ 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned aulhonty, on this day personally appeared _ __,, .. ~.,,c ........ ~-11'""/'-'1 .... Z .... , ....,e_ .... f...;!lt...:..:;.u"""--T,11_ 1a..;;r:......::../..:,j71f-,;n..,._J=.,.:....i~c......;..I ___ _ 

known to me to be the person whose name IS subscnbed to the torewiog instruments as -e 2.Jf.r. , ( t L '' ' l d J I /q (} ~ 5R J 

ol l (){I " r l '-' -------- and ad(nowledged to me that he 

executed the same for the purposes and co s erauon theretn expressed. 1n the capacity staled, and as the act and deed of said corporation 

l ,J L-/( ~ :.____!_£=!-=_ 
KA I •,A vii t-_. 12:+. ~ 

t-.otar)' Plbllc Notary Public 1n and for ___ _.f .... ~~ ,,r;;.X~''-'}'-"'5'------

Grven under my hand and seal of office this the Qfitday or 

ST 1 E OF TEXAc: g --; ,. 
STATE OF ----=-"""--+.>-- '°'-'--.-..--

COUNlY OF _ (< ..... 2_..c_<-=-v-C:: _ _ _s_ 
(INDIVIDUAL ACKNOWLEDGMENT) 

' "" e r 

BEFORE ME, lhe und rsigned authonty, on this day personally appeared _ -1/2_..;:;;....;:cl_J,=-=d.=-\u..f __ ... L __ ..... _ .Jt/.-1--...;a.;.,.;..,1.z..;_1_;· J.,._ ... a._...,I __ _ 
known to me to be the persons whose names are subscnbed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and conslderatron therein expressed 

Given under my hand and seal of offtee this the -2.Sday of 

JOHN ROBERT DORR JR 
Notary Pubhc, S1111e of Teicas 

My Comm1ss100 E,q>ires 
May 22, 2007 

STATE OF--------­

COUNlY OF--------

(INDIVIDUAL ACKNOWLEDGMENT) 

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

known to me lo be the persons whose names are subscnbed lo the foregoing instrument, and acknowledged to me that they executed the same fo< the 

purposes and consideration therein expressed 

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

Not&fy Public In and for _ ___________ _ .. . ... 
• . • . • • . ·-. . • , . .. . • •• • ~ ... . • • - _ _ _ _ _____ ________ __J 



• . .. . .. . . . . • • • . . . . . 
' . • . , . . • .. • . .. . . . • • • 



RAl REVIEW SHEET 

TMIWM:tbl# 4801 ~t: R. Widmayer 

Harrison Trust, Roddy L. Harrison, Trustee Lease Date: 7/25/2005 Ut: J 

Hallwood Energy II , L.P. 

LEASE IDClll'TWI 

CWlty 
CULBERSON 

TBIMI lffBIED 

PIN# -t'IO Ac.. . 

Prmry T ll'ffl: 3 years 

Bcnla/ Atn: 

R111ta/ Acre: 

Roymty: 

CNARIIII 

Plf# 

23% 

Cootlulta: Paid up rentals. 

Tuesday,August09.2005 

$150.00 

$5.00 

Base Am No Pll't 
100588 ALL 

Aa'8S: 640 

~ Diode Twp ~BY 
111 00 PUBLIC SCHOOL LAND 

Abst# 
1850 

TERMS RECIINJIID 

Prinll'Y T 11'111 3 years 

Bcms/Ain $150.00 

R111WA1n $5.00 

Roymty 23% 

Date Tll'lll Biilus/Ac. R111ta/Ac. Roymty llstn:e 
Last Lease 



RELI QUI IIME TA T LEA E APPL! ATION 

Texas General Land rnce Jerry Patterson, omrn1ss1oner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DA TE: 09-Aug-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Hallwood Energy II, L.P. 

Prim. Term: 3 years 

Royally: 23% 

Consideration 

Recommended : 7A <\ 
Not Recommended: ----
Comments: Paid up rentals. 

Lease Form 

Recommended : (2-)1/ 
Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

Date: _g .!) o :i -

County: 

$150.00 

$5.00 

Louis Renaud. Deputy Commissioner 

Recommended: ~/{___ 

Date: f-'7-05' 

Not Recommended : ----
Date: 

Lany Laine, Chief Clerk 

Approved: ~ 
Date: e,/{//c < 

-----''---

ot Approved: ___ _ 

issioner Date: ( (_ ;fz,I{ 0 $ 

CULBERSON 



?;# 

____......... 



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-105454 
480 acres out of Sec. 1, Blk. 111, PSL 
Culberson County, Texas 

Dear Mr. Dorr: 

JERRY PATTERSON, COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under mineral file number M-105454. 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. 

Sincerely, 

b,w..- i2~·.1 i. 
"\ 14-\.c -

Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

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

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 




