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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 ofT exas General Land Office 
Drew Reid 
1700 North Congress Avenue 
Austin, Texas 78701 

P.O. Box 51194 
Midland, TX 79710-11 94 

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: 

~(p?;{) a.&l6t:Siock 113 PSL Sections: 13,14,15,20,2·1,2-2,2·3,24,8,10,16, &19; 

) ?I~ ()CiaiA_- Block 114 PSL Sections: 12,13,22,23,24; 

~ Block 111 PSL Sections 1,N2 of Section 4, N1/4 SEC 5 
,()~77/' 

~ ~ ?f?iP1 
Sincerely, 

~~ 
Bert Dorr 
Woods Petroleum 
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Hallwood Petroleum, LLC ~ 5835 
I VENDOR I I CHECKDATE I 

TX GLO/STATE OF TEXAS I TXGLO I I 07/27 ;os l 
INVOICE INVOICE DISCOUNT AMOUNT 

NUMBER DATE TAKEN PAID 

72605 07/26/05 2938 6 $0 . 00 $752,758 . 50 
HALLWOOD HEII AREA 

$0. 00 ' I/ $752 I 758 . 50 Total: 

I I\ /LI 
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General Land Office 
Relinquishment Act Lene Form 
Revised, September 1997 

~usttn, mexa5 
OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this ::25"----- day of"'Ju""'l.._y _______ ,20Q§___ , between the State ofTexas, acting 

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

of P.O. Box 1908 Pecos TX 79772 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and '-'H"'a""llw"'o,.,od,_'=E'-'ne~r"'g~y..:.ll,..., _.,L,.P_,.,_. --------------- -

of3710 Rawlins Street Suite 1500 Dallas TX 75219 

(Give 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 State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save. take care of, treat and transport satd products of the lease. the following lands 
situated in Culberson County County, State of Texas, to-wit: 

Section 23 Block 113, PSL 

containing ,64;:.;0,__ _____ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Thirty Eight Thousand Four Hundred and no/1 00 

Dollars ($""38""'"'40~0"".0~0,__ _____ _) 

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

Dollars ($38,400.00 

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

Dollars (S.:..:76::....8""0""'0"".0""'0'--------' 

The total bonus consideration paid represents a bonus of.:::O;:.:n::::e_,H,u:.:.n,.,d::..:red==-S=ixtv~D,o:::.;l"'la:.:;rs~a.:..:.nd:::..:.:n""o/:...:1""00"'--------------------

- --------- ---- --- Dollars ($160.00 ) per acre, on z:48~0,__ ___ _ net acres 

2. TERM. Subject to the other provisions in this lease. this lease shall be for a term of 3 years from 
this date (herein called "primary term") and as long thereafter as oil and gas. or either of them, is produced in paymg quantities from said land. As used 
in this lease, the term "produced in paying quantities· means that the receipts from the sale or other authorized commercial use of the substan~(s) 
covered exceed out of pocket operational expenses for the six months last past. (/;"' _ J ;/' 

IFIT R" / ///;a../U_ 
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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, this lease shall terminate, 

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

--~----------~------------------ Bank, at , 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 
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 privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

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

Dollars ($. __________ ___J 

To the State of Texas.---------- --------- - -------------
Dollars ($ __________________ _, 

Total Delay Rental: --------- ------------ --------------
Dollars ($. _________ _ -' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one {1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, 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 failure to make such payments or tenders of rental until thirty {30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half {1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State ofTexas, at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil. which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 23% part of the gross production or the ma!i(et 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) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the 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 in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writ ing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas {including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph {A ) above, produced from any well on said land {except as provided herein w1th respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 23% part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be s ixty (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 time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in 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 the 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 that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest ma!i(et 
price paid or offered for any gas {or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 23% part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest ma!i(et price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the prece~ y~<fr. If P~!!raph 3 of t~s lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall WgQe ao~r J$1 .~) per acre! : .. : ·.· .. . .·. • • 
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option 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 Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land OffiCe's rights 
or Lessee's obligations, whether express or implied, under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used 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 soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premi.ses or for 
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

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

Payment of royalty on production of oil 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 must be received in the General Land OffiCe on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent. completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition 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 the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to ad for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. 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 $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
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 shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalt ies to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions 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 Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, rece1pts and discharges of all wells, 
tanks, pools. meters, and pipelines 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, DRJUING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land OffiCe shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the aboviH!escribed premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of 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, documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expi691ron.at.the t!J211'1ary term, !Jessee may maintain this lease by conducting additional drilling or reworking . . . . . 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days a·fter such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional dri lling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN 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, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effect.ive, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the Commissioner 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 term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in whictl 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas 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 production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to 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 producing reservoir and located within one thousand {1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph g of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1 ) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field 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. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-<>f-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the 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 is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specifted on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is fi led. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land OffiCe, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltie.s paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the abovEKiescribed land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the fads may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if 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 is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1 ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, nots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

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

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to 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 developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, 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 original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-<lay period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner 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 timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because 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 its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if 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 principal 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 principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in 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. receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver 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 this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly 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 
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so fi led, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in 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 concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting 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 soil is 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 if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fai l or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, noth ing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under th1s lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or 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 implied. This lien and security interest may be foreclosed with or without court proceedings in 
the m anner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School land Board and the Commissioner of the General Land OffiCe for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the so11, their offiCers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee. its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, o r that may arise 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 omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and a ll claims, liab ilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws: those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S. C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ord inary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, J UDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBtnON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEMNG A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBUGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions . 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the lessee before it is filed of record in the county records and 
in the General land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of th1s lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Cieri( 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 Cieri( from his records) is filed in the 
General land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General land Office. 

Date: 7-25-05 

STATE OF TEXAS 

BY: 77~--~----~~~~--~----------­
Individually and as agent for the State of Texas 

Date:------------
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STATE OF TEXAS 

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

Date:------------

STATE OF TEXAS 

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

Date: - - - - ------ ---
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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 ACKNOWLEDGMENT) 

COUNTY OF ----------

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

known to me to be the person whose name is subscribed to the foregoing instruments as---------------------­

of--------------------------------------- and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the ___ day of---------' 20 __ . 

Notary Public in and for------ --------

STATEOF ---zekclS 
COUNTY OF '> .Jc/) JJS0 J] 

{CORPORATION ACKNOWLEDGMENT) 

executed the same for the purposes and consi eration 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 ,;27-f,,day of \ Jc.t (, I 
I 

---:-
{INDIVIDUAL ACKNOWLEDGMENT) STATE OF ~=-K_ CL £ ~ 

COUNTYOF ___,J?e_ev<OJ ~ ·--• !?. 
BEFORE ME, the undersigned authority, on this day personally appeared _ ___ o-'J~J:...._..~.'/ ___ L __ . _-J-/i-'--'a~.,.......:....('...:.J .... • ..,.S'-'a.._.rJ'-=--

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

purposes and consideration therein expressed. 

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

JOHN ROBERT DORR JR. 
Notary Public, State of Texaa 

My Commlu ion Expir81 
May 22, 2007 

STATE OF ________ ~~~~~~~~~~-=~----~ 

COUNTY OF---------------

{INDIVIDUAL ACKNOWLEDGMENT) 

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

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

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ____ day of--------- 20 _ _ . 

Notary Public in and for--------------

••• • • • . • . . 
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HAL REVIEW SHEET 

TMIIS3Ctil1 # 4811 R. Widmayer 

LBSS(J': Harrison Trust, Roddy L. Harrison, Trustee 

Golqst: 

loas8Data: 7/25/2005 Ul: 0 

Lessae: Hallwood Energy II , L.P. 

llAIE IIICRPTII 

CIUity 
CULBERSON 

TERMIIFHRED 

Prinary T ll'fl1: 

lknls/ Aa-e: 

Rontal/ Acre: 

Roy~: 

CIMPARI.I 

Mf# 

3 years 

[_ 

I 

23% 

Cllllllllts: Paid up rentals. 

Tuesday, August09,2005 

PIN# 
07-032846 

~ 'I Q /'1-c . 

-----, 

$150.00 

$5.00 I 

Baso "" No Part 
144072 ALL 

A InS: 640 

Soc. 11110 Twp SUrvoy 
23 113 00 PUBLIC SCHOOL LAND 

Abst# 
6462 

TERMIRR...aD 

Prinary T orm 3 years I 

lknls/Aa'O L $150.00 

Ronta/Aa'O I $5.00 

Roy~ 23% 

Date lll'lll Boous/Ac. R111ta/Ac. Roymty llstaDI 
Last lBas8 

=:JL l [ 
...~: II II 
I: II II 
l -,c= J [ 
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RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, ColT111llssioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 09-Aug-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chjef Geologist 

Applicant: Hallwood Energy IT, L.P. County: 

$150.00 

$5.00 

Prim. Term: 3 years 

Royalty: 23% 

Consideration 

Recommended: ?ri~ 
Not Recommended: ----
Comments: Paid up rentals. 

Lease Form 

Recommended: --+[2,--"~:....:.:IJ_ 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~ 
Not Recommended: ----

Larry Laine, Chief Clerk 

Approved: ~ 
Not Approved: ___ _ 

ffi1 SSIOner 

Bonus/Acre 

Rental/ Acre 

Date: e . 9 I Ofl-

Date: ?~-o) 
;;> 

Date#£ 
Date: ------

Date: I 6 A-wG 0 .5 

CULBERSON 



.... Q
) 

c: 
.9 C

i) 

-~
 

' 



TE XA§ G E NE R AL L A 

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-1 05456 
480 acres out of Sec. 23, Blk. 113, PSL 
Culberson County, Texas 

Dear Mr. Dorr: 

}F.RRY PATTERSO 1, 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-105456. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$38,525.00, bas 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, 

:0~~ t.t·i ~~ ~$­
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

Stephen F. Austin Building • 1700 North Congress Avenue • Austin, Texas 78701- l 495 

Posr Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

www.glo.srare.tx.us 
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DEPTH ( SABLE-QUALITY GROUND WATER T E PROTECTEDM.4y 
PL EASE READ ALL INSTRUCTIONS ~ - 2 7 /n 
The nlormallon requested Is essenllal n order lor Ill is agency to provide an appropriate response. Please allow lor receipt or this rorm In our olfoces at least two'Wi{Jgbelore 
your operotion begns. Ouc to the voklme or these requests, at times, rt may be difl'ocu~ lor us to handle telephone Inquiries. Complete, keep the bonom sheet (goldenrod) lor 
yournles, and ma~ the top 3 •heels ol the 4-sheet set ol c:~rbon-backed forms with a map to the addres~ below. One sheet bearing our response will be returned to you. Another 
Will be sent to the appropnate dLStnc1 olfoco ol the Railroad Commission. lndrviduais are ent~led to request and review their pe~onollnlormatlon that the agency gathers on~. 
lorms They may also have any e1ro~ In ther information corrected. To review such information, contact us at S 121239-3282 II you have questions on how lo fill out this rorm 
or aboutlhe Surface Casing program, please conlact us at 5121239-0515. 

Surface Casing- MC 151 
TCEQ 

Dale-------- TCEQ File No.: SC- ... 1 

P.O. Box 13087 
Austin, TX 78711-3087 

:. - I II. 
Name ol person preparing this requesl & phone No. (with area code) 

r \-\ C\_ \ \ \}\Jr 0 rJc\ \~-;) ., I 0 1-' \..t l L L C.. 
Company (operator:~ name aslon RRC rorm W-1) 

"111 \ () \Zo.u. .. n ·, AS -.-1 
) 

Ma.!!Lng Address 

I I )1.\ I I I I J I, ,-} /'? 

,-- - ---------- - - - --, 

I~ 
Ia 
I~ 
::J 

lo w 

I ~ 

I~ 

I 
I 
I 
I 
I 
I 
I 

I I 
City and Stale ZIP Code I _ __ _ - _ _ _ ___ - _ _ __ _ _j 

ALWAYS INCLUDE A MAP SHOWING YOUR WELL SITE AND ALL SURROUNDING SURVEYS 

~ 
z 
z 
.... z 
(i: 
a. 
0:: 
0 
w 
a. 
>­.... 

COUNTY ( 'I r /J • ,., (JI J Survey Name P..l. I }/? f' tJ I./, r -,I ;r • I L •II_( 
Block No. 1/J Township Sect1on or Survey No. 

. ".) 7, (or) Lot No. 

Abstract No. A- [,1'-U ,'"} LEASE Name 1-!rl, r .~ ... o, 1 "".-1 .. I t' Well No. I - J 7 

Distances. in feet. and directions measured at r ight angles from each of two intersecting 0 Section or 0 Survey lines ) .......-;-

(NOT LEASE LINES) \ -\ t l/ feet from -~ , ' of J line and f 0 I ~ feet from \~. ·C:..f/ ./line. 

D istance (in miles) and direction from a nearby town ir this CountY. (name the town) 
_,,.,.,.. r.; r~\ 

l "' \ \ I l : .- --: ' I • I I I I • • -:.- i .... I ( I J I ( J, ltl, T X ·-
THE ABOVE INFORMATION IN THIS BLOCK MUST BE COMPLETE AND CORRECT 

t·,q API# RRC Lease No. RRC Dist. No. 

GPS Coord.(Jong/Jat or X-Y stale plane) l ,~.t.j 1 , 1. I )en 1 • \v ( L .. ,.- , ~I. 7( l'~ 1£. ':/ ~ J\1 I' (_ I f l NAD / } '7 
-

Elevation 7 .1 t ll ' Total Depth I L I ·-' ::> (_, • Geologic Fm. at T.D. Dr> \/11 , 1 , , -. (\ 

Purpose of the R~quest : CfNew Drill 0 Re-entry ' 0 Plug & Abandon 0 Other (speci fy) ------------------------
Is lh1s an amended request? 0 Yes I!!,.. No Previous File No. lorlhis well: SC--------------------------o Log included of same or nearby well (The applicable type of well log that shows the aquifers.) Please provide a locahon map or APIII lor 
attached log 

ALWAYS attach the electric log of any well that Is to be reentered 

Additional remarks: N ' V 1 1 "• II -, I , 10 

w 
0:: 
w >­
::I:...J 
w z 
1- o _w 
0:: "' 
~~ 
1-IJ.I au 
z~ 
o o 
O IL 

To protect usable-quality ground water at this location, the T EXAs COMMISSION ON ENVIRONMENTAL QUALITY recommends: 

CO-f ULBEl SON SUP.-?GL. ELr-11~ . SEL-23 . LSt. ·HARPISot1 .STATS . . :_/EtUS'l'LEf • J75 

Ti1'- :!.n t..!: Vul ::!.'Ct •• t..l - 1.. •.• -.1 -· J:io.cc tc. 11 - DL! ... ,_ o Ll. - hUS'f1"'! 
11lucl. i..; c ·tl.m •'--•-CI ~o ... ~cur .t D. cL!?tlt oi ... 75 .: _ t. .\l.J t. b• .:>.:l)t ··<:: t - d . 

~ery trulyyo~~ __ ,_/ 
J.a...:l. I!. O!:U.:l l t P . G 

Geologist, Surface Casing, TCEQ typed by TCEQ 
NOTE: Unless stated otherwise, lhls recommendation is intended to apply only to the subject well and not lor area-wide use. Approval of the well-completion 
melhods ror protection or lhis ground water ralls under I he jurisdiction or the Railroad Commission ol Texas. This recommendation Ia Intended fo r normal drilling, 
production, and plugging operations only. lt does not apply t o saltwater disposal operations Into a nonproductive zone (RRC Form W-1 4). 

TCEQ-0051 (Rev. 02·13· 2003) 
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APPLJCATION FOR Al.TERNATE SURFACE CASING PROGRAM 
Statewide Rule 13(b)(2)(g) 

RRC District 8/8A 

Opcrotof' Name ond Adc J-ess: Lease: Harrison Stale 

Haii'MXId PeiiOieum. LLC 

3710 Rnwlln& Stroe~ Sui~ ; 

Oallll3. TX 75219 

1500 

Field: 

Drilling Permit No.: 

County: Culberson 

Location: Sec. 23 Block 113 

Proposed TD: 14,786 

I Well No.: 1-23 

I RRC District: 08 

Sur. Twp. 

Distance and Directlcn from nearest town: .:ti&.o2-::.!3...!.!m!.!.!.il!.5!e'i!.s ~N!.!.W!...J.J,;fro~m!!...!:P..!:.ec~o!.:!s~. ------------------

Proposed Injection or disposal well? DYes 1:8:1No NOTE: Special conditions may apply. See PROVISIONS below. 

7/Ul 

Usable-quality wale; strata (as determined by TC_;J8 Note: Please submit copy of TC~Q ''Waterboard" 
'Waterboard" letter) occur to a depth of 375 ft. and letter w ith this request. Request cannot be 
from _ _ ft to - · n, and from ft b> ft. processed without this Information • . 

Distance and direction of nearest water well (within X mile): ~N~o....!;wa=te'-!..r.!:!w~eu..II.::Wl~·thc.!..!.inl..l..L!!A~m~l!!!:l a:.... -----------

Type of water wall (clomestic, public, Irrigation, stoc:k, etc.}:--------------- --Depth: ___ _ 

Propos·ed Casing and Cementing Program 

Note: You may atlach a wellbore diagram or cementing proposal to this application. 

This applicaUon Is fo· (check applicable boxesy 0Shor1 surface casing 18lexcess surface casing O no surface casing 

The proposed surfaot! casing depth: 2,500' Multi-Stage tool depth (if applicable): .;;:;4..,50"-'--- - -

lntermediate or prodJ.Jctlon casing depth: 9,500' Multi-Stage tool depth (if applicable): N/A,_ ___ _ 

Centralizer number t tnd placement: 18- Every 4111 j:>lnl _________________ _ _ _ 

Does the cement aCII:lSs the critical zone have 72-hr compressive strength of alleast 1,200 psi? 

Does the filler cement have 24-hr compressive strength of at least 250 psi? 

181Yes 

1:8:1Yes 

0No 

ONe 

Do you plan on circulating cement to the surface on all casing strings protecting usable-quality water? 18]Yes O Ne 

Reason for this requ;:st: SC set deeper for casing :>e t 

PROVISIONS. APP61CI8LE TO RULE 13 EXCEPTIONS: 

1. caution: If this well Is being drilled for injection or disposal purposes, an injection or disposal well permit may be denied unless 
surface casing Is set and cemented through ail zones of usable-quality groundwater. 

2. Centralizers must be used through all usable· quality waters, Refer to Rule 13(b }(2)(F). 
3. Notify District Office 8 hours prior to setting c;lsing, 

SlgnabJre:~•~LL C!DJL Print Name: Melissa Clark Date: 07.09.08 Phone: 214.393.0236 

IF CEM.ENi IS Nl:lT CIRCULATED TO THE GROUND SURFACE AS REQUIRED BY THIS EXCEPTION, YOU MUST 
IMMEDIATELY GONTACT THE DISTRJCi.8/8A OFFICE AT 432-684-5581, ANO FOLLOW THE PROCEDURES AS 

SE."T OUT IN RULE 13(8)(2)(,1)(111) OR AS RECOMMENDED BY THE DISTRICT OFFICE. 

II r 

RRC Dls1rict Office Action: I J .Jtb 'J I I 
RRC Use Only ... 

~pproved 0 Approved as Modified 0Denled I By: j(fp'U-If{ t)~v~ v. I Date: 7/tf!J08 
Remar1<s/Modifications: 
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~ T EX .L ERAL LA JD IOFFJCE 

March 26, 2009 

Shirley Ryan-Ameller 
Graves & Co. 
1415 Louisiana, Suite 2100. 
Houston, TX 77002 

RE: GLO Assignment ID # 6746 

Dear Ms. Ameller, 

J ERRY PATTERSON, COMMISSIONER 

The General Land Office received the following instrument(s) and has filed 
them in the appropriate files. Please see attached "Exhibit A" for reference. 

Assignment, Conveyance and Bill of Sale, executed December 
151

h, 2008, from Hallwood Energy, LP, as Assignor, to FEI Shale 
LP, as Assignee. Reeves County Vol. 811 , P. 326. 

Filing fees of $50.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

Sincerely, 

~¥ 
Beverly Boyd 
Mineral Leasing 
Energy Resources 
512-463-6521 

MF l oS 4-SC, 
\bS 8t g 
~~~q~~ -n.R , 

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 
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Reeves - Free Royalty Leases 

Thursday, March 26, 2009 
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MF1 05456 

MF1 05848 

MF109998 
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FILE I 5 7l6 CVI ~ / OqqQ 7 - t:a_ ... ~------,. .. ~------------------------------------------------------------------~L+~-- --, 

A IG ME T,CO VEYA CEA DBILLOFSALE 
(SECTIO 3.3 I ITIAL MILE TO E) 

TATEOFTEXAS § 

CO TY OF REEVE § 

This ASS IG ME T, CO VEYA CE A D BILL OF SA LE (th1s ""Assignment"} dated 
October I, 2008, is from HALLWOOD E ERGY, L.P., a Delaware limited partnership 
('"Ass ignor"). with offices at 3710 Raw! in , Suite 1500. Dallas, Texas 752 19. to 
FE I HALE L.P., a Delaware lim11ed partnership ('"Assignee"}, with ofTice at c/o 2000 888 3rd 

t. .W., Calgary. Alberta. Canada T2P 5C5. upon and subject to the fo llowmg terms and 
conditions: 

I . Certain Definitions. For purpo e of this Assignment, the following capitalized 
terms hall have the meanings herein ascribed to them below: 

"AcquiSitiOn Agreement" means that certain AcquisitiOn and Fannout Agreement 
dated as of June 9. 2008. by and among Assignee. Ass1gnor. fl ail wood Gathering, L.P., 
Hallwood Petroleum. LLC. and Hallwood SWD. LLC. as heretofore amended, supplemented, 
restated or otherwise modified from time to tune. 

"'Aoolicable Percentage" mean that percentage of the Assets which, w hen 
comb1ned with the mterest in the Assets prev1ously ass1gned to A s ignee pursuant to the 
Acqu1sition Agreement, will rc ult in the owner h1p of the A et to be held in the following 
proportions : 80% by Assignor, and 20% by Assignee. 

'"Assets" means (i} the uhJeCt Properties and (ii} the Related PropertieS. but 
specifically excluded from the tcnn ""Assets'" and the transactions contemplated by thi s 
Assignment arc the Excluded Interests and Assignor's (x) real property assets located in the tate 
of C\ ada and (y) corporate ofTiccs located in Dallas. Texa!> and production ofTices located in 

carey. Arkansas and Lafayette. Louisiana. mcludmg as oc1ated leasehold interests. real property 
and furni ture, fixtures and equipment. 

'"Di. po 1tion" means the ale. exchange. conveyance. assignmen t. tran fer. 
farm-out or other di position of a property. 

"Effective Date'" means 7:00 a.m., Dallas. Texas time. on June 9. 2008. at the 
location of the Assigned Interests. 

"Encumbrance" means any option, pledge, mortgage, deed of trust, security 
interests. lien. charge, encumbrance or restriction (whether on voting, ale, transfer. disposition 
or o therwise). whether 1mposed by agreement. understanding, law or otherwi c. except those 
aril>mg under applicable federal or state securities laws. 

Page I 
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BOOK ~. 1 i PAGE 

"Equipment" means all equipment. fixtures. physical facilitie or interc ts therein 
(1ncluding but not hmitcd to gathering lines. pipelines. and gas plants but excluding the 
l lallwood Gathering System) of every type and description. 

"Excluded lnterc ts" means (i) the llallwood Gathenng System and (ii) that 
portion of the Assets with respect to which Assignor conveyed an undivided 33.33% of 
Ass1gnor' interest to Assignee pursuant to Section 3.2 of the Acquisition Agreement on or 
before the date of this Assignment, which Asset arc more particularly described in Exhibit 8 
attached hereto and incorporated herein by reference. 

"Go' cmmcntal Entity" means any federal. state. rnumcipal. domestic or fore1gn 
coun. tribunal , administrative agency. dcpanmcnt. comm1ssion. board. bureau or other 
gO\ em mental authonty o r instrumentality. 

" llallwood Gathering System·· is defined in the AcquisitiOn Agreement. 

" Hydrocarbons" means oil. natural gas andlor other liquid and ga eous 
hydrocarbon sub tances (including shale gas) or any combination thereof. 

"Oil and Gas Contracts" means all area of mutual interest agreements. farmout or 
f'annin agreements. bottom hole or acreage contribution agreement . operating agreements. unit 
agreements. unit operating agreements. water Oood agreements, uniti zation declarations or 
orders. JOint 'cnture, exploration. participation or acqui ition agreement . divisiOn orders. 
Production Sales Agreements. exchange. processing. gathering or transportation agreements. 
casements and nghts-of-way. salt water disposal agreements. surface leases and s urface usc 
agreements. water leases and water usage rights and all other contracts and agreements a !Teeling 
or relating to the ownership or operation of any Oil and Gas Propertie or the Oispo ilion of 
llydrocarbons produced therefrom. 

"Oil and Gas Leases" means oil. gas and mineral leases. oil and gas leases. 
s ubleases. assignments o f operating rights and similar agreement . and any cxtcns1ons and 
renewals thereof. 

"Oil and Gas Properties" means (i) Oil and Gas Lease and (ii) all other oil. gas or 
mineral propert ies, mineral sen 11udes and mmcral rights o f any kind (including. without 
lunitatlon. mineral fcc mtcrest . overriding royalty and royalty interests. net profits mtcrests. oil 
payment interest, production payment interest and other types of mineral interests). 

"Pcnnittcd Encumbrances" is defined in the Acquisition Agreement. 

"Person" means an mdividual. panncrship. corporation. association. limited 
liability company. jomt stock company. trust. JOIIlt venture. unincorporated organization. or 
Governmental Entity (or any depanmcnt. agency. or political subdivision thereof). 

" Production Sales Agreements'' is defined in the Acquisition Agreement. 

Page 2 
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''Records" means all geographical and geophysical maps. sci mic data and 
informat ion. records, land records. d ivision order , production Iiles and all o ther records and 
fi les. 

"Related Propert ies " means, at any date. with respect to the Subject Propcrttcs. a 
corresponding interest in and to all other propert y (tangible or intangible), rights and interests 
incident to the ownership and operation thereof, including without limitation. (i) all presently 
ex isting and valid unit ization and pooling declarations. agreements, and/or orders and the 
contractual right to the propcrttes covered in the unit created thereby (inc luding a ll units fonned 
under orders, regulations , rules, or o ther official acts o f any Governmental Enti ty having 
jurisdiction) insofar as the same relate to or affect the Subject Properties , except to the extent 
such properties constitute Subject Properties; (ii) all Equipment. goods and o ther personal 
property insofar as the same are located on or used or held for use in connection with the Subject 
Propert ies; ( iii) all Oil and Gas Contracts insofar as the same relate to the Subject Properties; (iv) 
all penn its, franchi cs and licenses insofar as the same relate to the Subject Properties: (v) all (A) 
proprietary Seismic Data and (B) to the extent in Assignor's po session and trans fe rable without 
material restriction on, or payment of a trans fer or licensing fee by. the transferee (unless 
Assignee for its own account agrees to observe any such restriction or pay any uch fee if 
As ignee cannot, through the exercise o f reasonable commercial e fforts, obtain a watver thereof 
i r requested to do so by Assignee), all Seismic Data jointl y owned by Assignor with. or li censed 
by Assignor from. other Persons; and (vi) the Records related thereto. 

''Seismic Data" means. to the extent covering or affecting the ubject Properties. 
all setsmic, geo logical and geophysical data. together with Assignor' proprietary interpretations 
thereo f. 

··subject Propert ies" means all of Assignor's rights, titl e and interests in and to the 
Ot! and Gas Properties described in Exhibit A attached hereto and incorporated herein by 
reference for all purposes. 

2. Assignment. For Ten Dollars ($ ! 0.00) and other good and valuable 
consideration, the rccetpt and suffi ciency o f which are hereby acknowledged. Assignor hereby 
trans fer . grants, conveys and assigns the Applicable Percentage o f the Assets to As ignee. 
effective a of the Effective Date. The properties, ri ght and interests being conveyed to 
Assignee purs uant to this Assignment arc sometimes referred to herein as the "A signed 
Interests". 

3. Further Assurances. Assignor agrees to execute and deliver uch o ther and 
further instruments and will do such other and further acts as may be necessary or desirable to 
carry out more effectively the intents and purposes of this Assignment. Furthem10re. in the 
event that, under appl icable federal or s tate s tatutes or regu lations or by virtue of contractual 
obligations, a separate assignment of any o f the Assigned Interests is required to be executed by 
Assignor on an approved fonn or on a separately executed instrument. such separate assignment 
shall be so executed on such approved fonns or on such separate assignment in suffictent 
counterparts to satisfy any s uch statutory, regulatory or contractua l requirements. 

4. Substitution and Subrogation. This Assignment is made with full substitution and 
subrogation of Assignee. its successors and assigns in and to all covenants and warranties 

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

••• ••• • • • • • • •• • • • • 
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heretofore given or made in respect o f any of the Assigned Interests. and Assignor hereby 
assigns and conveys to Assignee all such covenants and warrant ies and all of Assignor' ri ghts 
thereunde r which relate to the Assigned Interests. 

5. Warranties. This Assignment is made without covenant or warranty of an) kmd 
except that. subject to Permilled Encumbrances, (i) Assignor warrants title to the Asstgned 
Interests. by. through or under Asstgnor, but not othcrwtse, and (ii) As ignor warrants that the 
Assigned Interests arc free and c lear of all Encumbrances. Add itionally, to the ex ten t that this 
Assignment consti tutes an assignment of personal property or fi xtures. Assignor expressly 
disclaims and negates (a) A Y IM PLI ED O R EXPRE WARRA TY OF 
MERCI-l A T A BILITY. (b) A Y IMPLI ED O R EX PR ES WARRA TY O F FITNES FOR 
A PART ICU LAR PURPOSE, and (c) A Y IM PLIED OR EXPRESS WARRA TY or 
CO 1FORMITY TO MODELS O R SAMPLES OF MATERIAL. 

6. Acquisition Agreement. This Asstgnmcnt is expressly made subject to the term ~ 

and provisions of the Acquisition Agreement. 

7. Successors and Assigns. This Assignment shall bind and inure to the benefit of 
Assignor and As ignec and their respecti ve successors and assigns. 

TO HAVE A D TO HOLD the A signed Interests unto Assignee. its ucccs ors and 
ass tgns fo rever. 

[ ignature Page Follows] 
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True and Correct 
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EXECUTED as of the date set out above. but effective as of the Effective Date. 

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

ASSIGNOR: 

HALLWOOD E ERGY. L.P. 

By: Hallwood Energy Management. LLC. 
its general partner 

By ,~";;4~ceb ] nw 
Title: CFO/Secr eta r y 

ASS IG EE: 

FEI SHALE L.P. 

By: 

By: 

[Signalllre Page to Assignment) 

... 
• • • . • • 

• •• • • • • • • • 
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STATE OF TEXAS § 
§ 

CO U TY OF DALLAS § 

The foregoing mstrument was acknowledged before me on December 1 5 . 2008 by 
To ny Strehlow . CFO / Secretary of Hal lwood Energy Management. LLC. a 
Delaware limited liability company. in its capacity as general partner of Hallwood Energy. L.P .. 
a Delaware limited partnership. on behalf o f said limited partnership. 

GIVE U NDER MY HA D A D SEAL OF OFFICE. this the 22._day of Dec ember 

2008. 

My commisston expires: 
01 / 13 / 2010 

PROVI CE OF ALBERTA § 
§ 

~+·oM6 ' c~ 0 ARY PUBLIC. State o f Texas 

Katrissa L . Chappell 

CO U NTRY OF CANADA § < 

The foregoing instrument was acknowledged before me on~( /6 . 2008 by 
hirley Rattray. Team Leader. Contracts and Lease Administration o f FEI Shale GP Inc .. a 

Delaware corporation. in it s capacity as general partner o f FEI Shale L.P .. a Delaware limtted 

partnership. on behalf o f aid limited partnership. 1f/. \ . 
GIVE U DER MY HA D A D EAL OF OFFICE. this the il1...day oj,J?rliJRJ 

2008 . / 

OTARY PUBLIC. Province of 

My commiss10n expire : 
At the pleasure o f Her Majesty Queen Elizabeth II 

[ Notari;:(l/ion Page to Assignment] 

DE W. McCLUSKEY 
BA RISTER & SOLICITOR 

cc..,_y of 

3 3 ~ 

')r g·nal hied in 
•• . . .. ... ••• Reeves County • • • • • • .. • • • • • Clerks Office • • • • • • • • • . • . • . . . • •• 
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Exhibit A 

Attached to and made a part of that ccrtmn Asstgnment. Conveyance and Bill of Sale ( ccuon 
3.3 Initial Milestone), dated cfTecti\e June 9. 200 . between Hallwood Energ) . L.P. as Asstgnor. 
and FEI Shale L.P. as Asstgnee. 

LESSOR ~ LEASE DATE 

James 0 . Griffin, Jr REEVES 10/15/2004 

Ronald G Griffin REEVES 10/15/2004 
Donita Griffin Hunter REEVES 10/15/2004 

Rex C Griffin. Jr. REEVES 10/15/2004 
Jocelyn McAip1ne Greeman, et al REEVES 10/25/2004 

l:j.y State ofleXas - REEVES 10/2572004 t. Jocelyn McAlpine Greeman. et al ~EEVES 10/25/2004 

:::.=-o State of Texas REEVES 10125/2004 

Clifford Robertson, Ill REEVES 10/25/2004 
Clifford Robertson, Il l REEVES 11/1/2004 -

Carol Hall Majzlin REEVES 10/25/2004 
Clifford P Robertson - REEVES 10/2512004 

~ State of Texas 
. 

REEVES 10 2512004 

Joseph S Efiile1ter - REEVES 12/10/2004 
David J Billeiter REEVES 12/10/2004 

- L1sa Ann Hughes REEVES 12/10/2004 
Bess1e V Hays REEVES 12/10/2004 

Dav1d H Mitchell, Jr REEVES 12/10/2004 
Betty B Armstrong REEVES 12/10/2004 

Dorothy Jean Hill REEVES 12/10/2004 

Diana J McCabe REEVES 12/10/2004 

Peter Cra1g Billeiter REEVES 12/10/2004 

Charles W Benson REEVES 115/2005 

)( Stafe of Texas REEVES 1/5/2005 

Dav1d Shelton REEVES 1/5/2005 
Eugen1a Benson REEVES l. 1J5/2005 - .. 
State of Texas REEVES 

Mary Ann Shelton =r REEVES 
Harrison Trust REEVES 
State of Texas REEVES 

Jocelyn McAlpine Greeman REEVES 
A. R. Eppenauer, Ill REEVES 3/2812005 
Edwm H Eppenauer 3/28/2005 

George Brackenridge Foundation 11/7/2005 
State of Texas 11 7'2005 

Michael D Leonard Trustee 9/30/2005 

r-- State of Texas 

I 
REEVES 5/3/2005 

Carolyn Crockett Bell REEVES 9/30/2005 

REEVE CO. fX - EX III BIT A 

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

RECORDING 
BKIPD 
687/456 
687/460 
687/464 -687/468 
694/556 
694 556 -::;; 
694/570 ___.I 

694 570 
694/791 -694/591 
694/587 
6961212 ·= 
696~ = 
696/537 
696/541 
696/545 
696/549 
696/553 
696/557 
696/561 
696/565 
696/569 
697/38 

697/38&48 __:; 
697/48 

L 697158 -=1 
697 58&68 

697/68 
699/29 
699'29 

699/340 

699/58 
699/58 
717/130 
717 130 

718/498 
7 18,498&508 

718/508 

') 

True and Correct 
copy of 

Or gmal filed in 
e ves County 
Clerks Office 

-



BOOK 811 PAGE 

EXHIBIT B 

EXCLUD ED! TERESTS 

The "Assets··. as such tennis defined in any mstnunent captioned "Assignment. Conveyance and 
Bill o f' Sale ( ect10n 3.2)" and executed by Assignor and Assignee on or prior to the date hereof'. 
spec1fically inc luding the Oil and Gas Properti es described below to the extent covered by the 
Proration Units established for the following Wells: 

; W'I!LLNAME .,, 
tAa :{ 

I•' 
! ~ 

~"''" '~"-" •.. , . .,,~'"" R111 -1 
mlted to Section 38, Block 56. 
P RR Co. Survey R111-2 

ackenrldge State 57-44 111 R113-1 
Section 44 Block 57 PSL Survey 

J05zl/S R113-1 
Robertson 71 R106-1 
Section 15 Block 71 PSL Survey 

/o<-~792 R106-2 
Robertson 265 111 ST R101 -1 
Section 265, L. Cargill Survey 

R101 -2 

R101-3 
Pelican Ranch #2 SWD R101-1 

R101-2 
R101-3 .__ ___ --- -

....... ~ '~.~~Mit.,.. """nLI' 

~ 

Hamson Trust 4/27/2005 REEVES 699/29 

State of Texas 4/27/2005 REEVES 699/29 

George Brackenndge 1117/2005 REEVES 717130 
Foundation 

State of Texas 1117/2005 REEVES 717/130 
Jocelyn McAip1ne 10/25/2004 REEVES 694/570 

Greeman. et al 
State of Texas 10/25/2004 REEVES 694/570 

Carol Hall MaJzlin 10/25/2004 REEVES 694-791 

Jocelyn McAlpine 10/25/2004 REEVES 699/340 
Greeman 

Clifford Robertson, Ill 10/25/2004 REEVES 694/587 
Carol Hall MaJZhn 10/25/2004 REEVES 69417F 

Joyce M Greeman 10/25/2004 REEVES 699/3"'4() 
Clifford Robertson. Ill 10/25/2004 REEVES 694/sSl 

---

.,,__.. _ __, ..... -. 
011 -WlMl__. .. ....,IBIUlW~ 
DlWIBIIIIL8•t . ,.._.,..._ 

331 

FILEI 5 7 16 
lar 

FILED FOR RECORD OM TRE. __ 2==.3RD=-____ DAY Of DECEMBER 

D 

.. 
• •• • • . . . 

DAY OF DECEMBER 
/ :::}.--,..:__......----

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

A . D. 2008 2:29 P M. 

A .D. 2008 10:00 A M. 

DlAJIDfE 0 . FLOREZ, COUIITY CLERK 
REEVES COUNTY , TEXAS 

cop r• 
g nal fi ed in 
aves County 
. rv.s Office 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

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

. " .. .. · 

. . . 
• • • • • . • • . . . . • 



GRAVES&Co. 

January 16, 2009 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress 
Austin, TX 7870 1 

Re: HALLWOOD ENERGY, LP 

Dear Ms. Boyd: 

The Energy Transaction Specialists 

Please find the following two (2) certified copies of the conveyances between Hallwood Energy, L.P. and 
FEI Shale L.P. recorded in the Real Property records of Reeves County, Texas for filing in your office: 

1. Assignment, Conveyance and Bill of ale ( ection 3.2) 
OPR Book 811 - Page 334 thru 341 DATE RECORDED 12/30/2008; 

2. Assignment, Conveyance and Bill ofSale ( ection 3.3 Initial Payment) 
OPR Book 811 Page 326 thru 333 DATE RECORDED 12/30/2008. 

Please find the enclosed firm check numbered 6062 in the amount of$50.00 to cover the fee for filing two 
(2) documents at $25.00 each. 

Thank you in advance and please let us know if we should provide anyth ing add itionall y at this time. 

Shirley Ryan-Ameller 

1 .f 15 Louisiana, Suite 2100 • Houston, Texas 77002 
Phone: 7131650-0811 • Fax: 713/650-08.f0 • www.graves-co.com • Email: gravescol a ao/.com 

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



Gr~ves & Co. V 

• Co?lmissioner of Texas General Land Office 
Date Type Reference 
1/16/2009 Bill forU11609 

Original Amt. 
50.00 

Bank Of America Filing fees for 2 documents for Fortuna/Hallwood 

6062 

1/16/2009 

Balance Due 0:S90 ? g ) Payment 
50.00 :::__ j 50.00 

Check Amount !' 50.00 

\1\ 

50.00 

• • ..... ~ 
• 

• 
•• • . . ' • •• 
• • ••••• • 

• .... . 
•••• 

• •• • • •••• 



[{2719/200~Beverly Boyd- RE: Mineral number request please ______ ==---=------------_:_P-=a~ge.:.......:...J1 . .. . 

From: 
To: 
CC: 
Date: 
Subject: 

"Shirley Ryan" <sryan@graves-co.com> 
"'Beverly Boyd"' <Beverly.Boyd@GLO.STATE.TX.US> 
<gdarnell@graves-co.com> 
2/1 0/2009 12:44 PM 
RE: Mineral number request please 

Thank you Beverly, 
The lease that they sent me is attached and a 2005 lease. We found out 
recently that they re-leased some of the properties and perhaps this was 
one. Thank you and again I apologize for the errors that have made your 
work more cumbersome. I will be mailing out the assignment to you. 
Regards, 
Shirley 

-----Original Message-----
From: Beverly Boyd [mailto:Beverly.Boyd@GLO.STATE.TX. US] 
Sent: Tuesday, February 10, 2009 12:31 PM 
To: sryan@graves-co.com 
Subject: Re: Mineral number request please 

That lease number is MF 106580, the lease date is 5/3/06 not 5/3/05. 

»> "Shirley Ryan" <sryan@graves-co.com> 2/10/2009 9:17 AM »> 
Good morning Beverly, 

Per my phone message of yesterday, I am forwarding to you a request to 
obtain a mineral lease number for the attached lease so that we may submit a 
subsequent assignment. 

Please let me know if you need anything additionally. Again, thank you for 
all of your help in figuring out the last assignment. We have found out 
that many of the leases have not been filed and assignments have not been 
recorded. We are in the process of taking care of all of that and we will 
soon be able to request those mineral numbers as well. 

Regards, 

Shirley 

Shirley Ryan-Ameller 

GRAVES & CO. 
The Energy Transaction Specialists 
21 00 Wedge International Tower 
1415 Louisiana 
Houston, Texas 77002 
Ofc: 713/650-0811 
Fax: 713/650-0840 

sryan@graves-co.com 

www.graves-co.com 



I (2/19/?009) Beverly Boyd - RE: Mineral number request plea::s:.:e_ ..................... = ...... =--~ ........ == .............. ------:P-.:a::..::g~e....::2:.J . . . . ,. 

This message is intended only for the use of the individual or entity to 
which it is addressed and may contain information that is privileged, 
confidential, and exempt from disclosure under applicable law. If the 
reader of this message is not the intended recipient, or the employee or 
agent responsible for delivering the message to the intended recipient, you 
are hereby notified that any dissemination, distribution, forwarding, or 
copying of this communication is strictly proh ibited. If you have received 
this communication in error, please notify the sender immediately by email 
or telephone, and destroy the original message immediately. Thank you. 



FACSIMILE 
Texas General Land Office • Jerry Patterson • Commissioner 

Date: j}.j:Z.j b 9 

To: .J<""""""-""........,.~-­

Company: 

Fax No.: /13- b56- b'i'/0 
Phone No.: 

Rc:~~~ 
Notes: 

From: ~~ 
cnder's Fax No. . {F/:2-- 1./£:5 -~.F.!L/ 
cnder 's Phone No.: 

Pages: @ 

F/(.f!C ,€o 'i L l \ 

RJf2_Gk/W4-

'{-~ 

The information in th is facsimi le is intended only for the individual or entity named above. If the reader of this message is not 
the intended recipient, or the employee or agent responsible to deliver it to the intended recipient. you arc hereby notified that any 
dissemination. distribution or copying of this communication is strict ly prohibited. If you received this communication in error, 
please notify us immediate!) by telephone and return the original message to us at the address bel011 via the U.S. Postal Service. 

1700 North Congress Ave. • Aust1n, Texas 78701-1495 

P.O . Box 12873 • Austin, Texas 78711-2873 

512-463-500 1 • 1-800-998-4 GLO 
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PERRY & PERRY, INC. 

DRAFT Oil and Gas Lease Purchase Repon 

WEST R EEVES PROSPECT 

LESSOR: The Frost National Bank, Trustee for the A.R. Eppenauer Trusts I and 2; 
and the Rachel L. Eppenauer Trusts A and B 

ADDRESS: P. 0 . Box 1600, San Antonio, Texas 78296-1400 

T ELEPHONE: 

DEPOSITORY: 

SSN OR TAX 10#: 

LEASE DATE: _ _;;3;..;;/1~0/2~00::.:..;;..5 _ EFFECTfVE DATE: 3/10/2005 EXPIRATION DATE: ------ - 3/10/2010 

PRIMARY T ERM : _ _ _;5_.y._r __ ROY AL T Y: -----'2-'-'2.-"-5~.;..;¥.-'-o __ RENTALS: Paid up 

LESSEE: Perry & Perry, Inc. 

CLI ENT : Hallwood Energy 

COUNTY: C?Ses ~ ;:2 STATE: _T_ex_as;;.;_ _ __ _ 

DESCRJ PTION: TR 1: All of Section 18, Block SS, T&P RR Survey, TWP-7 (680 acres) - '\-:"12. \ ;-0 lf>l q~"_.. . .J c1 Lb..st.. tJo ~~ ) 
TR 2: All of Section 14. Block 56, T&P RR Survey, TWP-7 (732.35 acres) - , _ ~ \ .;"Q ~ l.} -> n 'l 
TR 3: Nn NW/4 and the El2 of Section 30. BlockS6, T&P RR Survey, TWP-7 (494 acres) - t:' o2.. I?"<>~ 2<.: 4 \. l \-t 

TR4: NE/4 Section 22, Block.S7, T&P RRSurvey, TWP-7, ~ Fo \""ge;,;Li ~ h 

SAVE & EXCEPT 40.00 acres, being the NE/4 NE/4- (NE/4 sic 40 ac). ( 139.5 acres) I \\ 
TR 5: All ofScetion 2, Block 56. T&P RR Survey, TWP-8 (697 acres) - ,-~ I '::1 C fol.9 4 '-' 

TR 6: East Thrcc-quat1crs (E 314) of Section 8, Block 56, T&P RR Survey, TWP-8 (547 acres) - ~,e. I ~0 (c,30....,_ ._. l l 

TR 7: The South S 19 acres of Section 20 (SIS 19), Block 56. T &P RR Survey, TWP-8 (S I 9 aCTCS) - F 12.. I 50 (c 31--'> , , h 

TR 8: The East 527 acres of Section 30, Block 56, T&P RR Survey, TWP-8 (27 acres) ~ F= 12. 1 S""o ~ 32. ._. J 1 .. , ~ 
TR 9: E/4 of Section S, Block C-11, PSL Surveys ( 160 acres) -- ~ 1'1- I _;o (£" '- 1 N._ • \ O'L. ~ '1. "~ 
TR 10: All of Section 7, Block Sl , T&P RR Survey, TWP-8, (640 acres) - .F/2.. I Scc<:-18-... ..lu ~~~~~ 
TR I I a.: El2 of Section 188, Block 13, H&GN RR Co. Survey (320.0 acres} "<' t>~1c:.. 

TR II b: Sl2 NW14; Nn SW/4, less and except that certain 2.5 acres, mon: or less out of the southwest comer of the sn 
NW/4, and more fully described in that certain Deed recorded in Vol. 43, page 539, Deed Records, and further c:xcepting 
that ccrtllin 3.00 acres of land, mon: or less and being a part of that certain strip of land. the West line of which bounds 
the West line of the S12NW/4 and NI2SW/4 of Section 188 and conveyed for Railroad pUJ1X!ses pursuant to that certain 
Deed recorded in Vol. 24, page 376, Deed Records, all lands being o part of Section 188. Block 13. H&GN RR Co. 
Survey (1.54.5 acres) 

TR 12a: sn NE/4 o f Section 248, Block 13, H&GN RR Co. Surv (80 acres) ~ \ \ ,, 

TR 12b: Sl2 EJ/4 of Section 248, Block 13, H&.GN RR Co. Survey (240 acres) ._ 

to 
I !35--



GLO I Energy Resources 

Energy Resoll(e\ 

Alternative Fuels 
Bo[der Resources 
ELLIS 
Ene111Y 11arket!ng 
Mineral Leasmg 
Boyalty Be porting _s_y.mm 
State Power Program 
Sustainable Ene.r.g_y 
Related Links 

Abo~ the Lon!t ~ll'e 
1\r<'-ves ~ ~etO(ds 
Coa~lallssues 

Evenl~ & PrOQ!CipS 
Mops, Reseqdl, & Dolo 
Na111m Res..ources 
News & lnlonr~~llon 

Stale la}ds 

Velera~ lcnl Boord 

Page 1 of 1 

Free Royalt y Leasing 

Cont act I nfo 

If you have a question that can 't be answered by reading through 
the Natural Resource Code, our staff would be happy to assist you: 

Please send an correspondence related to 
Free Royalty leasing, 

includ ing certified copies of leases, t o: 

Texas General Land Office 
Attn: Drew Reid 

1700 N. Congress Ave., Suite 600 
Austin , TX 78701 - 1495 

The primary Free Royalty leasing contacts are: 

Drew Reid 

Dary l Morgan 

512-475-1534 

512-305-9106 

Free Royalty Leasmg I Hard Minerals I HROW Leasmg 
Oil F1eld Development 1 Pooling 1 RAL Leasmg 

Sealed Bid Sales I Seismic Perm1ttmg 

M1neral Leasmg I Energy Home I GLO Home 

Send comments to Jonathan Painter 

http://www.glo.state. tx.us/energy/ leasesales/ frl/ index.html 2/2/2009 
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Oll.. AND GAS LEASE 

~<e<.eQ.Oit-i(... 
TinS AGREEMENT made this lOth day of March, 2005, by and between TIIE FROST NATIONAL 

BANK, Trustee for the A.R. Eppenauer Trusts 1 wd Z Account No. F0564700; and the Rac.bel L. Eppena uer 
Trusts A and B Account No. F0676300, as Lessor, whose address is P.O. Box 1600, San Antonio, Bcnr County, 

Texas 78296-1400, and Perry and Perry Inc., whose address is 214 W. Texas, Suite 1200, M idland, Tex:u 
79702, as Lessee, 

WITNES SE TH : :;. 

I. Lessor, in consideration of Ten and Noll 00 Dollars (S I 0.00) and other good and valuable 
consideration in band paid, the receipt of which is hereby acknowledged, of the royalties herein provided, and of the 

covenants, agreements and obligations hereinafter contained on the par1 of Lessee to be kept and/or performed and 

upon the conditions and with the limitations hereinafter set forth and contained, hereby GRANTS, LEASES and 
LETS exclusively unto said Lessee for the sole and only purpose of investigating, explonng, prospecting, drilling 
and operating for, developing and producing oil and gas (oil and gas, for aU purposes of this lease, being defined to 

include oil, gas, casinghead gas and the by-products thereof, and such other hydrocarbon substances and sulphur as 
are necessarily produced with and incidental to the production of oil and/or gas} laying pipelines, building roads, 
tanks, and electric lines !hereon to produce, save, t3ke care of, trea~ store, transporr and own said products, all of 
Lessor's interest in those cerrain lauds situated in Reeves County, Texas, lllld descn'bed as follows ("said lands"}, to­
wit: 

See Att.:achment fo r Exhibit A, and made a pa rt hereof; 

This lease is expressly made subject to any and all instruments affecting said lands as reflected by the 
records of Reeves County, Te>Gt.S, as of the date hereof to which reference is here made. 

2. (a} Subject to the other provisions herein contained, this lease shall be for a term of five (5) 

years from the date hereof (called "primary term") and as loog thereafter as oil or gas is produced from said lllllds, 
or from lands pooled therewith, in paying quantities or this lease is maintained in force by virrue of some other 
provision hereof. lf prior to discovery and production of oil or gas on said lands, or on lands pooled therewith, 
Lessee shou ld drill a dry hole or boles thereon, or if after discovery and production of oil or gas the production 

thereof should cease from any cause, this lease shall not terminate if Lessee commences drilling or reworking 
operations within one hundred twenty ( 120) days thereafter or, if it be within the primary terrn, commences or 

resumes the payment or tender of rentals as p rovided for herein or commences drilling or rework:ing operations on 
or before the rental paying date ncx.t ensuing after the ex:piratioo of thirty (30) days from the date o f completion of 
the dry bole or cessation of producrion. lf within thirty (3 0) days prior to !he expirarioo of !he primary term hereof, 
or at any time or from time to time after the expiration of the primary term hereof, oil or gas is being produced from 
said lands, or from lands pooled therewith, and aU such producrion ceases and this lease is not otherwise continued 
in force, this lease shall not terminate if additional drilling or reworking operations are commenced or resumed on 
said lands, or on lands pooled therewith, within one hundred twenty (120} days after such cessation of production, 
and this lease shall continue in force so long as any such operations on the same or successive wells arc prosecuted 
in good faith lllld in a worlananlilce manner with no cessation of more than one hundred twenty ( 120} consecutive 
days; and, if such operations result in production of oil or gas, then this lease shall, subject to the oth.er provisions 

hereof, continue in force as long thereafter as oil or gas is produced from said lands, or from lands pooled therewith, 

in paying quantities. lf at the expiration of the primBry term of this lease o il or gas is not being produced from said 
lands, or from lands pooled therewith, but Lessee is then engaged in drilling or rcworlcing operations thereon or 

Lessee shall have complelcd a well thereon within one hundred twenty (120) days prior to the end of the primary 
terrn thee this lease shall remain in force so long as opemtions on such well or drilling or rcworlcing operations on 
any additional well are prosecuted in good faith and in a worlananlil<e manner with no cessation of more than ooe 

hundred twenty (120) consecutive days; and, if any such operations result in production of oil or gas, so long 
thereafter as oil or gas is produced from said lands, or from lands pooled therewith, in paying quantities, subjec~ 
however, to the other provisions hereof. 

(b) Notwithstanding any of the provisions of Subparagraph (a) above to the contrary, in order to 
maintain this lc3Se in force and effect after tbe primary term as to such of said lands not then ascn'bed to a producing 
well or shut-in well pursuant to the provisions of Subparagraph (c) below, Lessee shall be required to continuously 
drill a well or wells on said lands with no cessation of more than one hundred twenty (120} consecutive days 

between the completion of one well and the commencement of a subsequent all to the end that Lessee maintains a 
continuous development progrmn on said lands after the end of the primary term. Commencement of the first well 

in the continuous development program shall be on or before the last to occur of (i) the expiration of the primary 
term, or (ii} one hundred twenty (120} days after completion of th.e last well drilled on said lands witbin the primary 

term. Upon Lessee's failure to continuously drill wells after the primary term in accordance with tbe above time 
schedule, the provisions of Subparagraph (a) above shall control the time for commencement of subsequent drilling 
and reworking operations on any of said lands on which a producing well or shut-in well may be located aod 

retained by Lessee under the terms of this lease. 



GRAVES&Co. 

January 16, 2009 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress 
Austin, TX 78701 

Re: HALL WOOD ENERGY, LP 

Dear Ms. Boyd: 

The Energy Transaction Specialists 

Please find the following two (2) certified copies of the conveyances between Hallwood Energy, L.P. and 
FEI Shale L.P. recorded in the Real Property records of Reeves County, Texas for filing in your office: 

1. Assignment, Conveyance and Bill ofSale (Section 3.2) 
OPR Book 811 Page 334 thru 341 DATE RECORDED 12/30/2008; 

2. Assignment, Conveyance and Bill of Sale (Section 3.3 Initial Payment) 
OPR Book 811 Page 326 thru 333 DATE RECORDED 12/30/2008. 

Please find the enclosed firm check numbered 6062 in the amount of $50.00 to cover the fee for filing two 
(2) documents at $25.00 each. 

Thank you in advance and please Jet us know if we should provide anything additionally at this time. 

Shirley Ryan-Ameller 

1415 Louisiana, Suite 2100 • Houston, Texas 77002 
Phone: 713/650-0811 • Fax: 713/650-0840 • www.graves-co.com • Email: gravescol @aol. com 

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



7136500840 

21 00 Wedge International Tower 
www.graves-co.com 
1 4 1 5 Louisiana 
Housron, Texas 77002. 
Phone: (71 3) 650-081 I 
Fax: (713) 650-0840 

GRAVES & CO . PAGE 01 / 17 

FACSIMILE TRANSMITTAL SH EET 

TO: BEVERLY BOYD 

FAX NUMBER: 
5 12.475 1543 

RE: EPPENAUER LEASE 

• ....... 0 

.. 
• ~FROM: SHIRLEY 'RYAN-AMELLER 

TOTAL I'J'b. 'oF: PAGES pNCLUDING COVER): 
18 

0 URG ENT 0 FOR REVIEW 0 PL'EASE~COMMtNT 0 Pt EASE REPLY 0 PLEASE RECYCLE 

• II" ., I .. 

NOTES/COMMENTS: 

Hi Beverly, 
Please find arrached a copy of the letter and lease in question. If possible. please provide a mineral 
lease number. Please phone Wlrh questions. Thank you very much for your attention to this matter. 
Regards. 
Shirley 

Ti--!JS MESSAGE IS TNTENnV) ONLY FOR TilE USE 01' THF. TNDIV{OUAL OR E.."'ITIY TO WHICH IT IS ADDRESSED AND MAY COZ...'TI\lN 
INFORMATION Til AT IS PlUVILEGED, CONFJOENTII\l., A.ND ~MPT l'llOM I)ISCLOSURE U~DE.R APPI.1CAI)t6LAW. l FTHE READP..R OPnflS 
MF..SSACE IS NOT THE TN'l'Et-IDED REClt>lli.Ni, OR THB P.MPT~OYEE OR ACEN'r RESPONSIBJ.E FOR DEI.IVEJUNG 'mE. MESSAGE TO THP. 

INTENDtm RP..Cil'l'ENT, YOU ARE HI?JU'llY NO"nFUID TI-!AT ANY DISSF.MINATION. D!STruBU'TlON, FORWARDI.NG, OR COPYING OF TI-llS 
COMMUNlCATtOI'I 1$ S1'R.lcn.Y PROHTilrreD. 11' YOll HAve li.ECETVE.D THIS CO\IMUNICA110:-i IN !ZRROR. Pf.E.ASE NOTIFY n m StNOF..R 
ll\1ME01AT.P.l.Y BY EMA!L OR 'I'Ili.I!PHQNP., ANO DESTROY Tl-il! OlUGTNJIL MI'SSAC.E IMMEDIJI.'ro.LY. 'l'HANl< YOU. 



01 /29/2009 14:05 71 35500840 GRAVES & CO . PAGE 02/ 17 

• NEW OREVISED 0 SUPPLEMENT 
AFI:,TITLE: ' AFE NUMBER: I REV/SUPP NO.: 
Texas Leaseh old Purchase 110202 
~EGAl. DESCRIPTION; PROPERTY NUM6ER: 

Reeves County , Texas 
FIElD; CQUI'(TY; STATE: 

WIOll NUME\ER: 

Barnett Shale/ Woodford Reeves Texas 
111002 

OPERATOR: AFE CLASSIFICATION: COMMENCeMEifT DATE: I COMPI.ETlON DATE: 
Hall"Wood Energy, L.P. Undeveloped LHC 6/l / 08 12 /31/0 8 
DESCRIPTION (InClUding AFE lllatO<y " nll'lslon or ~uppleiTICnt): 

Acquire proportionate share of r enewal lease covering 5280 net acres @$250/acre (4 0% 
Hallwood, 60% CHK) 

Pay proportionate share of delay rentals 

Pay brokerage costs for leasing acreage 

GROSS SHARE 
PROJECT COST DESCRIPTION PROJECT COSTS PARTICIPANTS PERCEifT AGE OF COSTS 

Lease bonus , brokerage 600,000 Hallwood En ergy, L.P. 66.67\ $400,020 
costa, recording , title FEI Shale, LP 33.33% $199,980 
work 

AFETOTAl $600,000 AFE TOTAlS 100% $60 0,00 0 
PARTlCIP.._IfT APPROVAl 

DATE: 

PARTICIPANT ~ME: 

MANAGEMeNT 1\PPROVI\L MANAGEMENT APPROVAL PARTICIPANT AODRESS: 

William H. Marbl e Russell P . Meduna 
VP - Engineering & Land VP - oper ations 
SIGNATURE D.t.TE SICNATVRE DATE PARnciPNoll" INTEREST; 

ds-w.,;t;?. -~- .,/, cM/'/J'hP 
IAANAGEMENT APPROVAl MANAGEMENT APPROVAL APPROVED BY (1\uti'IOiiztd Sliii\I!Me]; 

Tony Strehlow William L . Guzzetti 
Chief Financial Officer President / j 

i~J~/ 
DATE 

GIG/Jhf~ ~~;: ;1 
ELECTION OF CONTROL/BLOW OUT INSURANCE; 

ih'i'/;l 
_ Accepb HEC'a tnwreneo Polley 

N/A _ Rejocl~ HEC'' 11\aunlnce Polley 
(~nl~h! Alteched) 

f :\Lan<M S WEU.S & l.EASJN'G\AFE l..olsing RC'cvcs 20081080808.doc I I 
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lnv #: Vendor#: 

lnv Dt: . 7/2}) 0~ Trans Dt: 

Due Dt: w I '-1/ 0 9( 

Vendor Name: C...J:LIL-
--~~~-----------------; 

lnv. Total: t::., 'SZS, l!iB. i~ 
TotalBelow: 52..1( '--\15 .'1.9 

· Acct #I Sub Well# or Name: AFE Name: AFE # Deck Amount 
Description: 

-··---~--------·-·-·-··--···-·---...... .._ ...... ----· ... ·-··-·-·---·-"-·--·--·--------·--... --... -----·--·--
, .. ' ' "''"'''''"'""-' '-'""'w_ ... , ....... , _____ .,., __ ,..,, ... __ ......, __ .. ,,._. _____ •"""""-•''.__ __ ...__. .. ,_,,..,.,.,,,, .. _,_,, ___ __...,._, .. ___ , ___ ._.. .. , .. -~-

................. ,, .. _, ... ,,_,_, ___ ,_ ..... _ ... _ ... ,.... .. _, ___ ,,, ...... _ ......... _.~·"-· ........ - ........ ---.................................... ~-... --·---·-.... -·-·-·-...... ----.. -----...... ......... .--................. ..._ .. 

oonoou .oooooouo.o-ouu .-..-... ,, __ ,*•--• N••n •.,..,. ___ ,,_,,.,..,,..,, .. ,._,,,, ,Ho·oooo"'' ''" " -WM.OO-otoo.,.ooo-Ho_o_• ••--•-•ooooo'"'-'''''-"""''Y44.00.,._.,. ,....,.. ., ___ ,.,,.,..,,,_.. ... ,,..,..,,,.,,.,_,_.,,.,.,,_,......,,.,.._.__"_'' ' ' " .. '".,''" 

S pec ial Instructions: 

Prepared By/Date: 'Entered By/Date: 

Approved By/Date; 
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July 21, 2008 

VIA CERTIFIED MAIL (7004 2510 0000 3928 3994) 

Mr. John Hott 
Hallwood Energy, L.P. 
371 0 Rawlins Street, Suite 1500 
Dallas, TX 75219 

Re: Notice of Renewal Lease Acquisition 
Offer to Participate 
Oil and Gas Lease dated June 17, 2008 
The Frost National Bank For The 
A.R. Eppenauer Trusts 1 and 2 
And The Rachel L. Eppenauer Trusts A and B 
Reeves County, Texas 

Dear Mr. Hott: 

PAGE 04 / 17 

Chesapeake Exploration, L.L.C., ("Chesapeake") has acquired a renewal lease from the 
Frost National Bank for the A.R. Eppenauer Trusts 1 and 2 and the Rachel L. 
Eppenauer Trusts A and B covering 5,930.35 gross acres and 5,278.945851 net acres 
("Renewal Lease"). The Renewal Lease was acquired at a bonus cost of $1 ,319,736.46 
based on $250.00/net acre ($250.00 x 5,278.945851 net acres == $1 ,319,736.46) and 
broker related costs of $1,511 .00 for a total acquisition cost of $1,321 ,247.46. Copies 
of the Oil and Gas Lease, Lease Purchase Report, Broker Invoice, and evidence of the 
wire transfer are attached for your records. Please refer to these attachments for 
further details. 

Pursuant to the terms of that certain Operating Agreement dated April 1, 2006 by and 
between Chesapeake and Hallwood Energy, L.P. ("Hallwood"), this will serve as notice 
that Chesapeake has secured the Renewal Lease and Chesapeake hereby offers 
Hallwood the opportunity to elect to participate for its 40.0% working interest share. If 
Hallwood elects to participate in th is acquisition, please indicate such election where 
provided below and return a copy of this letter to my attention along with Hallwood's 
payment of $528,498.99 ($1,321 ,247.46 x 0.40 = $528,498.99) within thirty (30) days 
from receipt hereof. Failure to elect and pay within said period shall be deemed an 
election not to acquire an interest in the Renewal Lease. 

Chesapeake Energy Corporation 
P.O. fil)x 18496 • Okl<~hom~ City, OK 73154·0496 • 6JOO N. Western Avenue • Oklahoma City, OJ< 731 18 

405.879.1568 • fax405 .767.4251 • j:~mcs.wimmler@chk.com 
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r-'jesapeake Explor~tion, L.L. 

~~------
Enclosures 

L Hallwood hereby elects to participate in the acquisition of the Renewal Lease. 

__ Hallw9od hereby elects not to participate in the acquisition of the Renewal 
Lease. 

HALLWOOD ENERGY, L.P. 

By:). 
Name:~'-------------

Title: \ ·-.5,l -J~ fLs-
oate: L:-'B /1 t(t; 
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TinS AGREEMENT made thU 17th day of June, 2008, by and between THE .Jr.ROST NATIONAL 
BANK, Trustee for the AR. Eppenn.uer TrustG 1 and l Account No. FOS\54700; wd the Rachel L. Epl'en:nJ.cr 
Trusts A. nnd :R Account No. F0676300, as Lessor, whose address is P.O. Box 1600, San Antonio, BCJtar County, 
'Jexas 78296-1400, and Chesap~lce Exploration, LLC whose address is 6100 N. Western Aveaue, Oklahom::~ Ci.ty, 
Oklahoma 73118, ~ Lesseo, 

WITNESSETH: 

l. Lessor, in ccmslderation of !e:o. and No/100 Do~ ($10.00) a.nd other good and valuable 
consideration in hand paid, the receipt of which is hereby acknowledged, of tho royalties herein px-ovided, and of the 
cOV"el1Q.nt:B, e.greemcn~ !Uld obligations hemno.fter co:ata,inod 011 tho part of Lessee to bo kept and/or performed lUl.Ci 
upon the conditions and with tho limit:lticm., hereinafter set forth :wd contained, hereby GRANTS, LEASES o.nd 
LETS r:xclusively unto said Lessee feu: the solo and only purpose of investigating, ~lori.og. prospectinH;, drilling 
and operating for, developing and producing oil Wld gaa (oil and gas, ror all pm:poses of this lease, being de&cd to 
include oil, us, caaioghead gas md tbe by· _products tb.e.rco£: a:.od sueh other hydrocarbon mbstmccs DDd BUlphur as 
are necessllrily prod\lccd "lll-'ith and inci.de.ntal to the production of oil 3nd/or gas) layjng pipelines, building .roads, 
tanks, and electric lines thereon to produce, eave, bike care o£; treat, store, tra.nsport <m,d own said products, eU of 
Lessor's interest in those certain lands sittutted in Reeves County, Texas, and d~cribcd as follows ("said lands"), to­
·wit: 

Sec .Attat.hmcmt for E:Ulibit A, ana made a part hereof; 

This lease is wc;pre.ssly made subject to any and :ill. i.nstrnmonts affoctinB said ~ds a.'> .rdlc:o~d by the 
records of Reeves County, T ~ as of tho date hereof to which rofcn:nce is hero made. 

2. (a) Subjeot to tho oth.er provisions herein. contnined. this lease ohnll be for a tenD. of three (3) 
years ftom the date hereof (called "primary term") and as long !hereafter as oil or gas is produced from said l.e.ods, or 
from lDD.ds pooled therewith, in paying qunnt:itie..Q or thfs lease is Dlllintained in force by virtue of some othc::r 
provision. hex-cof If prior to disccvcry and production of oil or gaS on said lands, or on L:ulds pooled thc.rewit:b, 
Lossoe should drill a. dry hole or holes tb.croon, or if e..fter discovexy and production of oil or gas tb.e productiop, 
thereof should conso from ru:zy oouse, this lease s.ball not terminate if Lessee commeues dri.ll.io.g or reworking 
operations within one hundred twenty (120) days thereafter or, if it be within th.e primary term. commcncos or 
rosllXlles the payment or tender of rentals as provided for herein or commenceS dri1.l:ini or rewoikin,g op~ntio~ o:o. or 
bcfote the rentnl ps.:ying date nox.t ensuing after tbl!l t.:lg)iration of thirty (30) day6 :from tbe date of comploti.on of the 
dry hole or cessation of productioo. If within thirty (30) days prior to 1bc ~irnti.on of the primazy texm. het"Co£; or at 
any time or from ti:tne ro timo after tbe upiration of the primary term hereof, oil or gas is bci.tlg produced from sa.i<l 
lands, or from lands pooled tb.ct"owith, 11I1d ell BU.Ch production ceases and this lease is not otherwise continued in 
force, this lcaso shall not teoninate if additionnl drilling or reworlcing operations are con:unenced or resumed on said 
bnds, or on lands pooled tb.erew:i.th, wjth.in one lmndred. twenty (120) ~ Utc:r suob cessation. of production, ao.d 
this lease s.b.nl1 ccmtmue in :furcc so long as any ~>Uc,b. opor:ttiom on the se.mo or su~essive wclls axe prosecuted in 
good faith and in a woxkma.olike :m:mner with no cossatlon of more th;m one lxundred. t:wc.nty (120) consecutive days; 
:wd, if such operatioo..e result in production of o.il ar gllB, then thisleaso shall, subject to the otb.t:r provisions hereof, · 
continue iu force as long thereafter EIB oil or gas is produced ft:o:m said lands, or fro:lll .1an.ds pooled therewith, in 
paying quantities. If at the expiration of the pril:nnry tm::m of this lea..so oil or gas is not being pl;'Oduced from. sai<1 
la.o.dst or :from lands pooled tb.crewith, but Lessee is then. engaged m drilliog or rewor.k:in.g operntione thereon or 
Lessee shall have completed a woll thereon within ono l:nmdred twenty (lZO) days prior to tho end of tb.e prix:oa.ry 
term then. tbis lease sluill.re.tXJ.lWl in forco so long as operations on suc'h well or; d.rilliog or r-eworking ope.rati..ons on 
llDY additicm.al well are prosecuted in good ruth and in a worlcwmll..ikc ma.nnet with no oe36<1tion. of more than one 
hU!J.dred twenty (120) consecutive dey3; omd, if nn.y such opcrntions ~t in px;oduoti011 of oil or gao, 80 long 
tbe.rea:ftcr n.s oil or gas :Is produced from said lands, or from l;Jnds pooled therewith, in. pzying quantities, r;ubjcct, 
however, to the other provisions hereof 

(b) Notmtb..stnndll:lg aey of the prov.iaions of Sabpnrllgt'aph (a) above to the conttacy, in order to 
mainb:in tbis lease in f.o.roo and effect after the prlmruy teml. as to such of said laods not then ascrihed to a producing 
well or shuWn wen ~t to the provisions of Subpnra.graph (c) below, Lessee shall be required to cOl).tinuously 
dx.ill a well or -..v~:lls on sl!id la.ncls with no cessation of more tban one hundred twenty (120) oomecutive dsys between 
the completion of one well and the CO.IllXD.encexnl:llt of a subsequent all to the end that Lessee maintains 2. continuous 
developulent ptogram on said lo.ruis after the c:nd. of the _p.rimary term. Commence-mart of the first we.U iu. the 
continuous development program shall bo on or before the last to occur of (i) the expiration of the primary tean, or 
(j.i) one lnmcln!xl ~ (120) d11.ya ~r completion of the J;tst well d.rillcd on ssid lllllds within the primary tenn. 
U,t>on Lessee's :fuilurc to c:ontmnoosly drill wolb n.aor the primary term m accordn.n.ce with the nbovc tixno BChed.ule:, 
the prov:isiOJJB o£ SubpBl:ae;raph (a) above sh:o.U control tlle tin:u: for co.mme:o.ceme:nt of subsequent ~ and 

I • • - ,. o 
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...... v ... .,..,...,. """"""• .... ..-... v ~ .,..... •v J;;..O..~ "' J..CQm mo "'unuco oown to .1 uu n:et bOlCiw tile str.:l.b,gosp;b.ic; c;qu±valcnt of tbe 
deepest p rodw;fng pt:rlorntions in, to and u.w:ler. 

(1) each well situated on said lands producing oil in paying quantitie.~. together with forty 
(40) contiguo\U acres of said lands 11<0Ulld each such m:IJ, 

(2) each well situated on said lODds prod.uc~ gas :in paying quantities, or capable of 
producing gas in paying quantities with all shut-in royalties having been paid thereon, 
together with o.o.e .lxt:ult:h'cd sixty (160) ncres for wells above the depth of 8,000 feet; Slld 
tbree .l:nul.dmd twtmty (320) acres for weDs below 8,000 fuet, 

(3) if the well is classi:S.ed as a horizontal d.xolinholc well by tile Railroad Cotnmission, the 
P:rodnction Unit shall be liroitetl to tho following J:D.a.X.imtun lllXlOUllt of acreage depending 
on the length. of the lateral horizontal d.raiDhole displacement v.rithi.o. the productive 
roxmation: 

.E:orizoutnl Dnlinhole Horizontal Oil Well Horizontnl Gas Well 
Displacement 

100' - 1,500' 80 acres 160 acre& 
1,501,- 3,000' 160 acres 320 acres 
3,001'- .5,000' 320 aO'Ces 640 acres 
5,001' and lo~ 640 acres 640 ac.res 

(4) in the evr:nt pooling authority is granted un.d~ the provisi.ons ofParae:ra:ph 4 hereof, and 
Lessee ~c:.rcU:os suoh authority, each well producing oil cr gas from a poolod unit ;n paying quantities, or if 
a gas well, capable of producing gas in paying quantities wi1h all shut-in payment» bavi.Dg bee:n paid 
thereon. together with all of said ltmds inc~uded in such unit pun;oant to the provisions of Paragraph 4 of 
this lease, 

the acreage around oil wells and gas wdl.s to be in as near the fonn of a squ:~Ie or rectangle as is practicable with the 
well <1t all points being located at a le~l spacing distaD.ce witbin its boundaries or at a location approved by the 
Railroad Commission ofTex:l.S. Notwithstnnding the above, in the event govw:u:ncntnl authority having jutisclictio.n 
should prescribe n deositypattem. of a greater or ~esser number of acres than the num'ber of=rc.s ;specified o.'bovo fur 
the drl1.lfng or Ol'leration. of a well at a regular location or :!:or obtaining the mwcimam allowablo production from the 
category ofwcll herem above specified, then Le.sseo may. upon w:dtten notice to Lessor, rct.1in around o11ch such oil 
well and each su.ch gas well soch number of acres out of tho particular txact CQVC(ed by this lease on v.1lich a 'Wcll is 
located <lS is so prescribed by gcwermnentAl au:thority but o:oly from tho surface down to 100 feet below the 

~tigraphic equivruc.nt of ths deepest producing perforations ln. the parti.cul:.ll" well ns to which ao:cea&e is ascribed 
for production purposes. Upon termination of this lease ~cept as to each oil wollaod ooch gas well a.o.d the numbar 
of acres bcrclnabovo .specified around each. such well or included within a unit fox:rocd pursun:o.t to the p.rovi:~io.o.s of 
Paragraph 4 berco±: each :;cparate tract ascn'bed to nn oil wc.U 11Dd eaoh :;cpattte tract ascribed to a s;r.as well sbsll be 
treated as a separate lease tract 5\lbjcct to fhe provisions of t:hls lease, and the continu.atio:n of tbi.s lease llS to each 
auch separate lease tr=t shall be dete.rmi:o.ed by the provisions of this lease nppliod to eD.Cb !IU.Ob separate le.ese tract. 

(d) It ill furtlu:r agreed and u.udexatot)d that in the eVI:lO.t this lease is in forco ancl effect on the 
date of the cx:pitation of the ,Primary texm, tb.ei:\ Ol). ~ucb. dd!), this lease sb.all no longer remain one lease covering the 
entirety of all t.bl' lnnds and subsuriitcc rights herein aboVe described~ but ratb.c.r shall be divided on such date into 
tlm::e (:3) equal &i.2e, separate ~eases. In no event ahnll L~ce be obligated to sulHUvido a 6pCCi:fie survey tract )n 

order to crell.te equality to the three scpara,re leases required herein, but shall be obl.ig:Uod only to divide the acreage 
in a IllA!l11er as to create tbrco separate lcas4: bloch )n as near eqnality as is :reasonably practical. From and after GUcb. 

ds.te, each such block or area. sball be treated as a se~arate lease that is subject to the prov.isio:os hereof; the 
continuation CYf this lease as to each such separate block or nroa shall be detern:Uo.ed by the ap,Plication of the 
proviKiOXJS he'n'eof to caoh particular separate block or ~. Within tbc paiod o£ fuirty (30) da;y9 immediately 
following th.e dlrll: of the c,s:piration of the primary te:rm, Lesseo ahall. designata and fi.lo for rEX:ord 3 pbt and legal 
dc:;oription. of the particular acreage incl:ud.cd within oach &epax-ate block or area, fmDishing Lessor a copy of such 
.instrument. In the evant of Lessee's £ailux-e to timely designate and ~ such instrument, Lessor sball b.ave tb.e right 
to designate such aoreago of record and. the cl.eci&ion ofLessor in. &o doing sbnll be fixlnl:md Lessee shall pay Lessor 
the GUm of$1 ,000.00 for each such desigoation so flled. by Lessor. 

(Q) Upon tb.e occutl'e.nc~ of ~ partial ~ation of this lease under the foregoing 
---..:-'-~ .,. -~~~- "" "" '-M•- .. -A ....,...... .... nn1u -~""''"~ ~n I>IU:Jtml>1'1t thmncrh the .!:>~irl lands and the dcoths and 



01/29/2009 14 : 05 7135500840 GRAVES & CO. PAGE 08/17 
.I...C360r. 1ne C!I.Scn:nmt resorveal.\c.r:ein sluiJ.l be fully as.s.(gonblc by ~sor to any pa.ny, incl\ldf.ng; any oil, gas !Uld 
min~ Losse~ of dc,pth.B or ll'!lld.s not then aubjec:t to thi:~ lcl!Se 8Dd to any party cksiting to cond.nct geophysical 
operations with rcnpect 1o depths or lands not thc:n subject to this le:ISc, and in the event ~or sssi.gos such 
eascmc.nt to MY tb.i.td pnrty, Lessee herein shall look only to such third prut;y, and not to Lessor, for ao:y claims, coats, 
e~tm.Soa or damages occasioned by such third. party's uso of the cll.!lc:tnen.t heroin rese:rved, speci£.cally inclo.di:ng, bttt 
not limired to, atXY olnlm! that such third party's activities illterfered with or damaged. Lessee's wclls, reserves, 
cqui_pm~mt, operatio.ns or other rights hcrCWJ.der. 

(f) In conducting 8ll.Y d.rilling, testing, producing, or roworking operation authorized herein, 
Lessee shall not bo allowed the 'U!Ic of n.ny existing ab:mdoncd wells and well bo~cs looa~ on t:be acreage cov~d 
hereby which were driUed for tb.e pttxposo of exploring for And producing oil, gas or other minerals ~md were 
subsequently abandoned and/or plugged, without e:q>~ss written consent of Lessor. A well shall be deemed to be 
commenced m1dcr the 'temiS of this l~?:ASe on the date the drill bit enten: the earth for the drilling of :s. validly permitted 
well. A well sb.all be deemed to be completed under the provisions of 'this lease (1) thn:e days attor the well reaches 
total depth in the event no attempt is xnndo to complete the wellns a. producer of oil andlot g:u by the runo.iog of 
production casing (a dry holo) or (2) thirty (30) d~ after the date productioll. easing is ccmeme<l in the well (:u 
reflected by the cem.entin.g nffi.dav:it required to bo filod with tho Rnilroad Commi.ssloll. of Tau) in tho event an 
attempt .is made to complete tho well as a prodn.cer of oil aDd/or gas. 

3. The roy.aJ.ties to be paid by Lessee are: 

(s.) On an oil and o:n all liquid hydrocarbons Ol!:ttacted £rom. gns under the provisions of 
SUbparagraph (b) bclow, Twency..fivc percent (25%) of that prodncod and saved from the said lands, the same to be 
delivered to Lessor into the !ttorago tnnks <Yr into tbe pipelme to which fue wells xnay be cOtlllectcd, or, at Lessors 
option. such oil and l:i~uid hydro~bons shall be sold with Lessee's oil nod liqoic1 hydrocarbQDS at tb.c same price 
received by Lessc~ (but in no event for less than tho value thereof), or, at Lessor~ option, snch products .sball be 
dcilivcre:d to Lessor at the weDs iuto tJm1c:, or other receptacles to be nun;sbc:d by Lessor. J.ossorls options h=cl.cr 
ll:Ja.Ybe e~erciscd ~m time to time1 and the exercise or fs.ihm:: to exercise an option at aey time sball not constitute a 
waiver o£Lessot's right to ~ercisa ~ optiona. 

(b) On gas produced from said lands, includi.ng casinghead gas and. residue gas at the tni.lg11tt: 
of llJl.Y plant tbrough which gas produced from ~id lands l1).'!y be processed, Twc.o.cy-five pen:ent (25%) of the value 
of the gas at tho pla.ce of use or sale by ;Lc.o;!lee, or at Lessors option. 'l'wenty-:five percent (25%) of the gas, in kind, 
oifuer nt the well or at tho outlet side of tho sc:psu-ator, J:J.exeinaftm- provided fb.r, or at the tailgate of my pln.nt through 
which gas 'i:s processc\1. Prior to the. use or 150lo of a:n:y gas produced from s.Ud lllllds, Lessee shall run &Uc:h gas 
through a :field-typo sap:arato,; or other comparable equipment ordiDarily used in the industry for the pmposo of 
se.P~:1ting, ex meting and saving liquid and liquc~blc h.yc:lrocarbonB recoverable from. the gas, and royalties shall be 
payable on the re:a:urroing g:u rmda th~; provisions of this Subparagraph (b) and royaltie& on tho ~ctt:d l;.quids 
s.ball be pnyablo under the provisions o£ Subparagraph. (a) above; provided, h()'WCV'Ot', Lessee !!hall not be required to 
run the gas 1brough n field-type separator or comp~nblc equipment i£ the gas is to be proccs~ed in. a recycling, 
absoJPtiOU, pressuring or other p l llnt belonging wholly or in part to the Lc3:sce or SIIY affiliated or subsidiary 
company, or if the liqtti.d hydrocarbon content of the gas is so small as to make the in.9tallation and op~on ofnc:ld.­
type s~~ or cotn_pntable equi~ unp:ro£tAlblo, or i£ the pressure of the gas is such thn.t I"'llming the gas 
through scparato.(s 01: co:wparablo cqtripmcnt -would diminish the ability to sell and dc.liver the &eparated gas against 
ari.'"ting gathering system or pipollno p.resswes. 

(c) On condensate and nll otb.e;r products separated. cxtractod or ID..l1Illl£aoiuxed from gas 
produced from said lands by aey cxtracticm., ab9oxption, pressuring or o~ plant bel®gina wholly or in part 10 

Lessee or aey affiliated or subsidiary company, Twcmy·£ve percent (25%) of the market value of all such 
condensRte und other products so $epomtted, Cld:rnotcd, or manufo.cturcd, or, at Lcosors optic])., Twemy-:6vc pcroent 
(25%) of such conde~).~ and other products in lcind shall be delivuod to Lessor n.t '!he pl~mt outlet In the event of 
the blending of aw p:ut of such condcm:ato or other products with chcmic..al ndcllt{ves !or IOa.king any prodnot 
therefrom, the royalty on such products) whether paid m kind or at lll8Iket value. shall bo calcula.ted at the. plant 
outlet on the resulting blended product, less Lessor':~ proportionate share of the di:cect cost of such c:.b.emicsl additives 
and tho blcuding thereo£ 

(d) On condensate and all other products separated, extracted. or manufactured from gas 
prod'tlced :from ~;:l.i,d ~d.s 'by ll1l. ~otio:n, absoxption, pressuring or other plant belonging to 111l:l.ird party or partios, 
Twcnt:)"'nve percent (25%) of tbe am.C1UD.t received by Lessee from tho we of condensate and other prodacts 
separated, ~cted o;r m.anufaotnrocl by 3aid plant and credited to Lcsaoo under the te.ons of: LoS&ce's contro.et with 
suoh plR:Dt. 
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Le.s:;co shlillaccottat to LeS$or for 'I'wuty-five pc:rceut (25%) of the gross amount rccctved by Lessee from the ea.1e 
of s.uoh sulphur: 

. (f) While there i6 a gas well en: wc))s ou said l8llds, or on lands pooled therewith, but g:IS is 
.not heme sold or used, Lessee may pay, as royalty, oommet1cing on or beforo one ninety (90) deys ~ the dato on 
Which each such gas woll is shu:D-in, the sum of Fifty Dol.lar3 ($50.00) iOr each acre of said lands ascribed to such gas 
well J"ll'IIUant to tho provisions ofPangrnph 2(o), and, if such payment is m<Jdo or tendc:cd, this loaso shall continue 
in fon:e iUld effuct fur the :full enstrine year after soch payment a.s to o1l of said lands ascribed to such eas well 
pUI'li'IWlt to the provisioos of said Par9.g7:aph 2(o) n.bo~ and for which auch paymc.o.t js made:, 11I1d tho intermittm;~.t 
production of gas :from IID.Y such well duril:lg such. yoar shall :not rtm.der uecessru:y rmy new or additional payments of 
shut-in. gas well roy;Uty with respect to such woll. but Lessee shall account to Lessor fur tb.e royalty on any such gas 
act\lally produoed in o.ooordance with the other provisions of this Psragraph 3, and this provision shall be rec:u.t'ri.ng 
(th.e time; for snbscqucnt annual payments for cnch shut-in. "W'Oll. to run :from t:l:i.e date the first paym.QO.t is lll.ade on such 
well) ; :provided, however, that this prov.iaion shall not be effective to co.trtinuo this leaSe in force and effect as to any 
shut-in Wt::ll :fur a period of more than two (,2) consecutive yt:arS after tbe c1B.te the fum well is Wut-:i.n or for &hortor 
periods of time from time to til::o.e wb:i.ch. agg:re,gate two (2) years in. ;ill, but it is further prO'-'ided. that the two (2) yoe.r 
period shnll be extended for such. length of time, lf any, as may o!Dpse becauso of Lessor's failure to COD.SCUt to a. gas 
conttnct negotiated by L~ce and submitted 'to Lessor as provided in P!ITZ!graph (g) below. Arry shn~in gas woll 
roynlty payn:amt mny be made by tho check of Lessee deliVered to 1-essor in Tho Frost National Bank, P.O. Box 
1600, San Antonio, Texas 78296, AX'lN: Tru:rt Minerals. This provision as to the pnymtro.t of .shut:-in go.s royalty is 
n condition and not a covonn:ot. and the fuilurc to pay aey ~in gas royalty ns h.c.rci:n provided shall effect an 
nutOmatic termination of this lease ns to 1he le.uds a.scnbod to the well as to which the fail'UI'e to pay is applicnblo, 

(g) In computiDg roynlties to bo paid Lessor, tho VAlue of any oil or gas, oond~mSare or ot:hc:r 
p.roducu of gas llhallllever be loss fuan the toW proceeds .received by Le3scc or by any af:fl.llated or subsidj~ 
company by reason of tho sale of such oil or gas, condon.9o.te or other products an.d/IJ( the dedication o£ nserves. The 
total proceeds received shall :include, but not be limited to, the £air ~e of all consideration reoeived by Lessee or 
by an:y afflliated or ~bsidiary company :rolawd to the matkoting and/or dedication of oil or gas, condensate, other 
products or rese;rves (such as tako or pa.y payments, take or pn.y sottli!;Illents 8nd a.v.rnrds, dodica.ti.o.n paymentS, 
adv:moe payments, contract 11djustm.cnts, gas ~change considera:tion, contract buy aut/buy dcYwn pa)'lm:.o.ts and 
similar con.sidcr!ltion). Lessee shall be solely .responsible for insnti.rJg t1;urt nll su.cb. ~eds are received in 
ncoord.ance with all applicable laws and regulations. Except WI spoei.fioall;y provided in Subparagrnph (c) !tbove, sll 
royalties payable ut~de,r Subparagmph.s (a), (b), (e), (d) and (e) of'lhls Pax-agraph 3 shnll oo witbJ:Jut dcductioll. for any 
costs of matketiOP., gathering, t:rnn.aport:ingo, sepa:(atio.g, processing, dehydnrtl.ng, compressing or other costs iuvolved 
in making the oil OT g113 ready :fur sale or use. In the event Lessor does not olcct to take Lessors royalty oil or gM in 
kind, as :provided fo:r herein, Lessee shall net in a fiducinry oopacity on behalf of Lessor in oegotiati.ng and 
implem.e.o:ting ~los arnmgcmc.nt.q for royalty oil or a88 in accordance with the provisions of this lease; provided that 
llO contract negotiated by Lessee foA the s:U.e of; ~ produced from said lands under this lease and extending for a 
period in exci!.Ss o£ one 0.) ~ shall be valid and effective without Lessor's written consent to 5\lc:b. cootnJ.c.t Upon 
Lessor's written consent to a contract covering ~e sale of gas produced £rom snid. lmds, it shall bo COil3idcred, as 
between Lessor and Lessee) that such contract rdloots the value of sas at the place of sale specified in the COJltract, 
and L essor's royalty on f!aS sold pursuant the:reto shall be calculated iD. accordance with the price or value provided 
in llllch contract It is ~Y pxvvided that Lessee shall not have the right ro dedicato said lands or gas reserves in 
and under said lands to the :fhlfillrnent of any public service obligation, and llJlY dedication of gas requ.iro:i to fu1£ill 
Lessee's obligations u:ud~:r any gas purchnso o07J,tr:lot shall be specifically limited to only such gas as x:n.e.y bG 
produced. through the wellhead of gas wells on said lands dtlrlag the period tbat tbis lease is being rn.aiotainod in 
force and effect in aooorda.o.co with its terms. 

(h) I..cssec is uucoJJditi.oDaUy obligated to Lessor to make and shall be linble for the payment 
o£ royalties herou.odcr irrespective of tll.e failure or bllllkruptcy of a.u:y third party crude oil or gas purchaser, and 

irrespective: of the ~ecution by Lessor of a division cn:dc: or aey siD:illar agreement :in favor of any such third party 
purohsser, Accounting and. payments to Lessor of royalties from the production of oil and gas from smy well shall 
comm.~e 3Xlli ~be paid in full oomplinnco with tho applicable: prov.i.si= o£ the N~!.tural.ReAourceA Code of 
Tmta9, and failure to so comply s.ha.l.1 entitle Lessor to the remedies therein provided. In. additio.o, shauld Lessee at 
any time fall to mllke royalty pnymcotz to Lessor ixl. coiOpllimoe with the applicable provisions of the Nnr:ural 
Resources Code ofT exes, Lessor may, at Lessor's electi~ oancel tlrls lease as to such well and said lands ascribed 
to such well by giving Lc:SGc:c twenty (20) dnys ddvn.w::cd. w:rittc:n notice o£ such. cmccllation. Lessee amy avoid suoh 
cnnccUo.tion by paying Lessor all BUmB (including interest) then owed by Lesseo to Lessor prior to the ~iration. of 
said twenty (20) day petiod. Acceptance by Lessor of ;royalties wlti,cb. :1re past due shall not act as n wnivvr or 
ostoppol ofJ..essor's right to reccivo or reoovcr any and lll1 inr.ereat due thereon und.er the provisions hcrcofunless the 
...,.,.;tt.o-n ,.,.,._,.,"":"' ~ ~,.,b .... wlNl~rmomt hv Le."<Rm- 1n l.eA!:ee exoresslv so nrovides . .ArJy te:ndc::r or payment to Le:!Sor 
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Lessee sball P.l1Y all costs of litigation. .including 1'BMouablo n.ttomey's foes, e;wert witness and consultation fees 
inC'Ull;'t:d. by Lessor .in connection with n.oy la:wruit :iD. which Lessor is succossful in recovering ao.y roynlti~ or 
W.tc:rcst or m terminating this lease due to Lessee's fuilure to pay roy:llties vvitb.in. the pcrriod llct forth herein. 

(;i) Lessor shall have tbe right at all reasonable times, penon.a.lly or by representative, to 
.iaspect tho books, llOcouna, contracts, rocords and raw but n.ot inte:tprcted date of Lessco pertaining to the 
c;J.ovclopmant, production, saving, transportation, sale nDd marketing of the oil and gas from said lands. 

G) In tho event that the leasehold aatate croutod hereby L9 jointly ownod W. comiXlon by moro 
tbnn one leasehold estllto ownc::r and one or mo:re co-o~ desire m Gep!II'ately motel' and. matket their gas from the 
othct" oo-owne.rs (commonly referred to ns :spli!.'-streaming)1 then it is a.greed that (1) ~ v.We for all ga~ produced 
from said lands shnll never be less than the highest price received by ;my of the oo-<1Wllet'S of this leasehold estate; (2) 
tho co-ownr:n of said leasehold est:ato o.g~:ce that tbae will be only ono gathering r;ystem and one met:etiog system on 
said lnnds and all s:pllt•stream:i:o.g and separato tr:ansporting and metering of gas shall tab place off said lands; (3) in the 
event ono or more co-<lwners of said leasehold esmtc elect not to sell their share or portion of gas \llldct" this lease, and 
other co-own~ do soli gas from said lands, Lessor sbnll novcrtheless be eu,tillcd tom 100% royalty sbaro of revenuea 
from tho production, distribution and scl.e of. such gas computed on.tll.o teems called .fur in Paragraph 3; and (4) tho 
operator of each -well producing uodor this lease shall be tc.SJ?OXI.3ible for tb£: paymc:ut to Lessor and/or roy:llty owner of 
all royalties accruing un&r this lease. 

(k,) Lessee shall not ~duce any royalty ptXymCnt due hc.rCUX~der bnsed. on a.ny adjusttnc:nt 
1'elating to royaltie:~ pzUd in a prior period unless nnd t1ntil 'Lcs.see proVides Le.sso:r: a full, complete, and detafued 
stntement and explanation of tho bases for any such prior period adjust:tnent No royalty payme~.nt due hereunder for 
an.y one month of ptoduotion shall be reduced by more than Thirty pe:rcent (30%) based on adjrut:z:o.cnts relating to 
royalties paid :In prior periods. Provided however, ns long as Che:m.pe:ake ExploratioDt L.L.C. rcmal.ns the operator of 
this lease, tbis paragrnpb. shall have no opplicnt:i.on. 

4 . (a) Subject to the limitations lll:rcin. contained in this loeso, Lessee, at its option, is hereby 
given tho right and power to pool or co.mbine Lessor's interest in said lands or aey portion thereof (and only Lcsoors 
mterest in said J;mds or :my portion. tbr:x-eof as Lessor recognizes and acknowledges that Lessor docs not have: the 
right, po~ or authority to ~t the inte:rest of any third party :In said lands, or any portion th.a.roof, to bo pooled or 
combined) w.i.th other land, lease or leases in the .immediate vicinity thereof wh~ in. Lessee's judgme::nt it is necessary 
or advisable to do so in order to properly explore, develop and operate Sl1id la:nds so as "to promote the: corue.rvnti.on 
of the oil and/or ~ in, under and that may be produced from .said lands, insofar as pooling :fur either' is provided fur 
herein. Any such pooling milY be into a unit o~ u:oita not c:xoeedi.ng o:nc hundred sixty (160) acres for wells above 
8,000 feet and t.lttee hUildrcd twenty (320) acro.s for ~ below 8,000 feet as nearly as practicable in tho funn of :1. 

square or a rectangle atCiun.d eac.h ~u producing g&s in paying quantitiee, includin,g condensate; and not exceeding 
40 acres ca.ch fo.r exploration, development and production of oil; provided however, if tlle well is classified as a 
llo.rizontal draiohole well by the RAilroad. Comroiaeio.o, the Production Unlt sh.all be l.irmted to tho followj,ng 
maximw:n nmoWlt o£ acreage depending on the length of tho le.tcral horizontal dra.illl:l.ole displacement with tbe: 
produoti:ve :fonnation: 

Rorizontnl Dr.Unholo Horizontal Oil Well Horizontal Gas Well 

Displacement 

100' -1,500' 80 l1Cl'1:S 160 acres 
1,501,-3,000' 160 acres 320 acres 
3,001' - 5,000' 320 acxes 640 acn:s 
5,001' and longer 640 acres 640 acres 

and :tU.rth.er p.rovi.ding, that if n.o.y gov~tal, autb.ority presoribes a ~unit os 1\ .!ptlci:ag patrorn for tho orderly 
dovelopm.ent of the fiold, or shall allocate a producing allow.lb lc based in whole or in part on acreage per wcU, any 
u:n,jt may be fonned to ombtaco acreage up 1o the content so prombcd !md allocated. The effective date Olld tt.rm of 
each auch pooling shall. be as set forth by Lessee in an instrument filed ftn- record. in. the coumy or ooUl'lties in which 
the pooled l.an.d. is siblated, which :instrument shall describe the norea.go, zones, foanations and substances pooled. A 
copy of the recorded instru:men.t shall be furnished. to Lessor within thirty (30) days from its date. Production, 
drilling or reworking operations Ql'lYWhere on any such unit shall be treated ns pro<lucU~ drll.l.ing or reworkhlg 
opcratioos on land cowred by this l~e. Unless otherwise stated ~ there shall be allocated to this lease the 
proportion of tho pooled l'fOduetion from aoy such unit (whether or not from land covered by tbl.s le~e) that the: 
:JIWnb~ of surface acres covered by ~ lc!!Se IIIld included in the unit bears to the totnl numb a o£ surfilco n.orcs in 
such unit; roynlties shall be paid h~er only upon that portion of such production so nllocated, Lind os to pooled 
production fromlancl in such umt meh royalties shill be in lieu of any other royalties. Notwithstallding a.oytb:ing to . . . . . . . . . ... .. . 
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(b) If t.hls lease now or hc:rea:fto.r coven; sepacate tracts, no pooling, unitization or 
co.tQrolmitization ofmi:neral or royalty fntotesrs as between :my such sc:pnrnte tract3 is intended or shall bo implied or 
:tesult from the inclusion of such separate tracts within this Jesse, and the role of non~llppcrt:ionment ahall be 
applicable to this lonso and to all lands co~e:d by this lease; but Lessee sllnllnevc:rthelcss have ~ right to pool 
Lessor's interest in ony separate Inlet or tracts, as ;providod i.n Subp=grap:h 4(a) ~bo-ve, with COlls.::qucnt allocation 
of production as therein. provided. The mclus;on ofLesso(s interest in 8II.Y scparnto tiact within tbis lease shall not 
constitute an offer on 1he port o£ Lessat to any party who lllllY now or hereafter have an ownership intarost in tb.e 
minerals or royu.lties in any such separate 'tract to pool, unitize or communitize :my such interest with other interests 
covered by this lease, nnd with respect to ~or's interests in sa:id. lands, or :in any sepnxate tract, and BllY other 
party's int=st in said lands, or in a;ey separnto ttact, such interests sh.all remmn separate o-wnerships with :o.ci.ther 
paey having any rights, interests or ownership wh:ttsoevcr in th.c: riglrt:!, interests or ow.o.enbip of tho othc:r. An.y 

attem.pt by o.n ownor of any mineral or royalty mtorc...q; under o. sepand:c tract, now or hereafter, to ratify, ndopt or 
oon.fum. thlo lease, or s.ny provision herein contained, by any meows nud thereby cffoct a pooling. unitization or 
communi.tization of any eepamtc tract COV'Cli'Cd by thi:J lease with eny other io.terest3 sho.ll by such action specifically 
ratify, adopt and confirm. the e~ ccmteots of this Subparagraph and such attempt to effect a pooling, unitization or 
communitizatio:o. shall be in.c:ffcoti:ve, null and void for an pm:poses. As used in this Subp~ph, the words 
"sepnr::U:o tract" mcana l1liY tract wit.h lll.iner.U or royalty ownersb4> diifering, :now or heren.ftet, either as to lJartles or 
ru:nounts, from thllt as to any other part of the lands covered by this lease. 

(c) Notwithstandl.oz anything herein to the ccmtrMy, if Lessee completes a well on zmy of the 
trnots covered by this leMe, then it js llo:rein agreed tbat there shall bo :no pool:iog of that tract unless and until all of 
said tract shall bave bcon developed to the ~tetrt thil.t oith.er all o£ said trn.ot is included in a pool or unit, or there is 
not sufficient :romaming acrea.go for :m additional well to ba:vo allocated to it th.o !U1l amount of aoreage being 
allocated to a.n oil or gas well, as tho case may be, und~ the spacing pnttom ltll.thorized by tho Te;:<.as Rllilrond 
Commission. All of c:wy portion of such remaming tmct may then be included in an additicmnl pool or unit formed 
hereunder. for wel.ls complcrt:cd of£ of the loa.se P,rem.ises at a legal location, all or any part of s:Ud leased premises 
may bo included .in said pool or unit. 

5. Aeypayments for roy.:Uty ~ ~et in Panl.grnph3 hereof &ball be paid to Lessor or to the credit of 
Lessor in 'thG Frost National Bnnk, .P .0 . Bo~ 1600, San Antonio 1 T!l~Xas, 78296; ATIN: Mineral Asset M~gc.mcnt.. 
Lessee to.ny at anytime of times execute and delive;r to L~sor or place of record a rclc<lSc or releases covaing any 
portion orporticms of s3id l:m& zmd. thereby SUI:tel).d~r this lease ns to such portion or portions and be relieved of all 
oblig;rticros as to the acreage sur:rcodcred, c;ltoapt obligru:icms thcrotcfote accraed 

6 . In. the ~ a woll 01: wcl.la producing oil or gas in pi1ying qunntitiea should be brought in on 
adjilccn.t }~not owned by Less OJ:, or on any lands ad,jace.nt to IIIQ' unit foxmod uoder tho ten:ns ot'tb.is lease and not 
owned by Le!lSor, or on adjacent lands o~d by Lesscrr which Bie being e1epl01:cd nnd developed for oil and aa.s by a. 
third party o.r by Lesseo -ander a. different tense, and witbio four hundred ~oven feet ( 467? from en: draiWng said 
l:mds, Legsee a~ to drill su~ offsot w~ or wclls as a. reasonably prodo:o.t ope.rntor would dOll undor the ~Stal.e or 
similar circumstances; provided, however, Lessee shall not be requjred to o:ff5et nny such gas woll on adjacent lands 
UJJle:s:s the gas fucrcfrom iu bc-=....tl2 produced; nnd, p1'0Vidod :further, that; in lieu of drilling an offiet to nny suc.b. well. 
Lessee shall havo t.he option ofpoying Lessor, as royalty, a swn equal to ~royalties whioh woulci be p1ey9hle under 
this lease o.o 'the production from such well had same been drl.Uod and produced under this lease, and, ~ lons as 
Lessee :tn3Y clcot to pay such royalty in lieu of d.ri.lli:ng an offset well, it will be considered. that 288 ls being produced 
from soid lands within the meaning o£l'snsmph 2 hereof 

7. The rights of either party bJ:rcto ~ b~ assigned m whole or in part (c:xcc,pt that oil rights ~hall 
nev~ ba .so~d from gas :rights) tlnd the ptovisione hereof shall extend to 1h.eix h~. successors and assigns, but no 
change or division in tho OW.O.epjhip of said l!ll)d.$ or ):0}'3.ltiCIJ or other payments hereunder or the right to receive 
same, h~o:r nooompliBh~ ehall oporate to enlarge the obligations or dimixri.15h the Jigllts ofLossoo. It is provided, 
however, fuat Lessee me1y not assign this l~e, or ll1XI portion thereof. without the priot written consent to 5UCh 
assign:J:ncnt by LC3$or, :md no atteJJJpted 8.58ignmcnt by Leasee sball be effective without th.e "Mittc:n consent of 
Lessor. Further, it is Specificaey p:rovidcd thAt l.osacc s.b,all not bavo the rig:ht to Mllign to any third partY, nor pemti't 
aoy tbird party, tho right to conduct llliy type of eciamop;raph surveys over or upon said lands without the prio.r 
written consent of Lessor. If the ownership of tb.e royalties or other peyments he:rcu.ndcr becomes changed into 
II.:Pa.nltc clivi dod port:i.cms o£ sal.d lands, Lessee shall not bo requ~d to offi;et "Wellil on :;uch ccp:u-.:1te troot.:l or portiol);l 
or to :.tb.rn:Ufu upon or as to aey sach tract or portion scparQtt: xnes..suril:lg err ~civing tanlG. Notwithstanding any 
actual OJ: constructive lmowlcd.ge of or notice to Leaaee tbcrcof, no change or division in own~ cr right to 
receive any payments llereuAder shall be binclio.g upon Lcssco :fi:J1: any pmposc 'Witil mt:y (60) days after the receipt 
bv Lcm!~e bv reeistcred mail at Lessoo's tllaoo ofbultine.9a. from tho party acquiring an in~ or right, of thtl duly 
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days o..ftcr Lesso/ shall havo filnlished Lessee, as ll.bove provided, proof sati.sfuctozy to Lessee that an appropriate 
.tEP.teseJitat:i:ve has been appointccl by a court of competent jurisdiction err tmti.1 Lessee is furnished othr!r evide;o.cc 

satisbctozy to it of the paxty antitled to reoeivc 6Uch payments. Io tho ~t of assignment or subl~o bcreo£: in 
whole or :in part, liability for breach of any obligntion expressed or implied hereundr.t r.hall rest OT.clustvcly upon tho 
owner or subles6co oftbis leaso or a portion thereof who commits such brcncb. DrlJUng or production on any portion 
of s:tid l;mds shill inure to the benefit of the owners of t:bi.s lease and of any and nl1 portioDS thereof 

8- With rospect to actual opexations conducted by Lessee on sai.d lands, it is agreed by and between 
Lessor ud Lessee as full~: 

(a) Prior to tho commencement of any ope:ratio:o.s, Lessee shall give Lessor notice of ~see's 
ttrtentions to commc.nco operations on said lands, or I.zmds pooled therewith, the type of ope.ratians to be conducted, 
ihe approx1mate do.te of such commenc~cnt and the nppro::ldmato location of txm1o; such notice to be given within .:1 

reasonable time prior to the actual commencement of opomtions. 

(b) Lessor shall have the right. personally or by representative, at Lessor's risk. to bnvc 
:\cces.s to the derrick floo.r together wifb the right to observe all CJl'C.ratio.os on n.U wol19 drilled on said lnnds, or laruls 
pooled therewith, with the filrtlre1' ri.ght to insp~ct and~ samples of all cores and cuttings nnd witness tho talci:ng of 
olllogs Qlld. d.rl11 stem. tests. Lessee a~es to fut:oish. Lessox with copic:$ o£ all logs aud surveys taken p:romptly after 
taking s!Ulle. Lessee ~8 to divulge to LcssoT true :md correct raw and non-:int~:xprctcd info.rmntion as rcqu~ted 
by Lessor ns to each wen, t.be production thcrofroxn no.d such raw :m.d nonAmt~cd tecbn.ical information a~ 
Lessee Xl:laY acquire and which is readily availabll! w).th ~ect to the aan.ds and fonnations e.o.cOUllto.ted ill :JUch 

wells. Lessor sballllilve the right to be present when wells and/or tanks nre gauged and production metered and shall 
have the right to e.xmnine all run tickets and to have full info:nnation as to production and runs, and to receive copies 
of all ruo. ticketS upon wri~ request :In addition., Lessco shall furnish Lessor with true copies of n11 applications 
nnd reports made by Lessee to the Railroad Comtll.ission ofT~ IU\d to !1J:XY other govemment:U ag~m.cy having 
jurisdiction, such copies to be :furnished to Lessor upon 'Written request 

(c) Lessee exprBBs),y consents and agrees to indemnify and hold Lessor llaroiles.s from e:uy 
and all claims, damages and ot.tu.Scs of action aslicrtcli by any person OJ" penon.s fur dams~ which aro a recul.t of 
Lessco'a operations conducted und~ tbis lease. 

(d) Lessee shall install and maintain all equipment nn.d conduct all ope.raticms in 9l:l. 

environmentnlly so1llJd manner, and in accoxdance with all federal, smtc and locnl co.viromocntallawa, regulat!on.s 
md ordinnnocs, mcluding those cnforcod by UJ,e Ra.ib:oad Commission of T~s. tbe T~ Natu4o11 Resource 
Conservation Commi.s.sion, t1w u _s . Environmental Protection A.gc:nc.y nnd rmy other govam:oental authorities 
("Envirom:aenUll Laws"), Lessee shAll not use, store, mzmagv or cfuposo of any haz;lrdous materials (as ddin~d 
belovv) on said l:lll<itt, c::~tcept to tho extent suoh substances axe contemporaneously roqu.ircd fo:r. or produced. by, 
actual oil~ gas operations on said };m.ds <md.I!DY such subst3ll.Ces shall be uaed, stored, miiDJlgcd and ~sed of in. 
11. safe manner, in cOlllpli.tmcc with n11 E~v.il:omne.a.tal Laws. Lessee shall insuro t:.M.t all contractor.! comply with the 
temJ8 of this Subparagraph. 1n the event Lessee is notified of any c:n:viro.mnenta.lly ha.o:nful or dangerous conclitions 
or alleged violati.OllS ofEnviroD'IJlcntal Laws oa said lands resulti.og froJJJ., or in connection with, Lessu's operations, 
Losscc, at its solo expense, shall promptly tnl:c;o, 11.0,d d.iligently prosecute to completion, all action& requ.ired to 

investigate, cleau-up :md. correct auoh dangerous or harmfu1 condltions, :and to comply with all ED:virom=ntal Laws. 
Lessor shall havo no responsibility to inspect or ov243ee Lessee's aperstioru or to identify or comet n.oy potentially 
harmful, dangerous or damaging conditions, and Lessor shall have no right to control any details of Lessee's 
operatimll!l. llOl" to designate or control Lessee's contractors. Neither ~eo nor lillY c01ltntcton sball have any right 
of contribution or inc:lcmxtity £tom Lessor for nny mntta~~ relating to operations 011 or off said lands by Lessee or 
conditions on said lands.. Le11Bee hereby releases Lessor from any claims, costs, expenses and liabilities nriaing out of 
or relating to conditi,ons o.o. SJ.1.d l3llds at tbe 'ocgimllng o£ the lease term and agrees to indemnify and hold Lessor 
barmle.ss from any and all costs, expenses aod liabiliti~, including without .J.imitn.tioo., aey civil, orimiDa1 or 
ad.m.inistrative :fi.DJls or ,penalties, io.ve.stigatio:o, ror:oodiati.on end xn.o:oitorill.g costs, cost of property damage and 
ptm>onal. injury, and attorneys and consultant foes and expenses arising from. relating tl:J or io. colm.0Ctioo. with (j) 
Lessee's opexations ~cundc.r or (h) s breacb of this Leluc. I..osseo :>hall immMintoly adviao Lessor :in writing of any 
event -Mrl.ch could conDtiruto a. breach by Le3scc of matters e.ddl:'eseod in this Sub,Pcu-agrapb. By co:ti):O],c:noing aoy 
sucili operations, l-essee sllaU acknowledge 'ts oonsCJ;~.t to the terms of this Subparagraph. In the event Lessor or any 
t1:U.ro parcy alleges damago due to an aUe,ged breach oftbis prct~oision, Lc.s.seo agn:os to post a bond payable to ~or 
for t:b.e amount of the Alleged d:unage, such bood to be maintained at Le:>sco's c:;q>cnsc for the benefit of Lessor's 
i.ntexeat l.llltil troch claim of damago is resolved. The term haza:cdous m<ttcrials shall ~ any wasta, Sllbst:w.ce o-,; 
material identified as "hszardous", "ha=doWI GUhntnn.ce", "haza.rdOUll XD!ltl:rial", or "pollubmt.", or otherwise is 
,.,., ... ,1ArrVI hv Rnvi..nn~~ntA1 T A~. ~nc.tudine> without liDlitatfon.. salt water. na~Uv ocCUIIin£ J:adio3ctivc mate.ri;U 
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shall not be co~ted agal.nst Lessee. All ~ross or im:pliod covc:n.rmtS or conditions of this lc3.3o shall bo subj ect to 
all valid federal and state laws, ~eoutive orders, rules, or regUlations of my govemmcntal agency, state or fE:deral, 
havint?: jurisdiction, and this lease :lhnll not bo t~d in whole or in part, aod Lessee shlill not be liable in 
da:magcs for firilure to comply thcrcvrith, if compliance is ptevented from, by or if suc:h. :6rilure is a result of llllY sucb 
law, order, rulo o:r: regulntion. IX from any of the above causes, Lessee .Is prevented from conducting drilll.t1g or 
re,vorking ope:rations or producmg oil or gas .from such. lands, the timo duriDg which. Lessee i.s so prevented shall not 

• be counted against Lessee, ~d this lease shall be extended for a period of t.i.w.c equal to that d.t.t:O.Ilg wb:ich Lessee is 
so prevented from conducting stleb. opexatio;os. Les.seo shall promptly notify Lessor in writing of El1l'f snch delaying 
cauge that prevents Lessee .fro.tn complying with tho tco:ns a.o.d provilrions of tbi.B lease and steps taken. by !.A:;~et? to 

allcvi;l.te the s0101c. It is provided, bowev~, tbort n.o !mch law, order, rule, or :regulation shall ol:im:inate 1be necessity 
fOT, nor extcod the time witltin which rentals, royalties and otb.el"pa)?JlOlltS provided. for herein are to be paid. 

10. This lease js ~ecu.tcd without warranty by Lessor either express o.r implied, and without any 
recourse against tho Lc:J:~or .in the e-vent of any fuilurc o£ title, not even for the return o~ smy co=idc:tation paid. If 
Lessor owns an interest in the oil aod gas in. and under said lands less tb.:m. tho enti:rn ~e simple estate tllet:e.in, tb.E:.O 
the rentals .and royalties herein provided sbnll be reduocd proportionately. Lessor hereby agrees ths.t Lessee, at 
Less eo• s option, may purchase and discharge, in whole or in part, any tax, mortgage or oth.cr lien upon saic:llands <md 
thorou,pon be rubrogated to tbe rights of the hold~<rn thereof ond may apply royalties ti.D.d oth~ pnymen~ accruing 
hereunder toward satisfying same or taward reimbursing Less co. 

11. Should Lassco .b.ave title to said lands, ot o.ey portion. the(eof, ~amined and. bavo a title opinion(s) 
.rendered, Lessee shall fumish to Lessor at the abovo address, a. copy of each such title opinion and. aey ~pplca:lOnts 
thereto_ A copy of each GUCh opinion rcnde,tW shall bo mailed to Lessor at 1m: above s.d~ss within thirty (30) days 
after we dato of each opinion. Lessee shall not be liablo in. :my way .fur the contents of any such opim.on rendered 
and delivered to Lessor. 

12. The Frost Nationol ~ank is acting herein only :l.n its fiduciary Cllpli.City and no t iD its indivjdual 
capacity. Lessee represents that ho iB not an employet:, officer, or dlrcctor of Frost NarioruU. Bank and he doos n.ot 
represent such pc:rao.ns. 

14. Upon expiration of llllY portion of thls 1cnso eitber by l'W6C of t'C;ttll, cess~tian of production or 
failure to co.o.tinuD develoPJlle::nt as provided under Pamg;raph .2 Lessee shalJ p.romptly oxecute, place of record and 
deliver to Lo9.90r a release of the ap~priate a~gc. Should Lessee fall to do so, Le&see shall pay 11 pc:oalt:y of 
$100.00 per day to Lessor cotllll).eOcill.g on tho Glst day after Lessor h;~S moiled to Lessee a requ.est for &U.Ch release. 
lbls peonlty shall not e?tceed tho total sum of$10,000. 

15. L~or and LeBBee have exocukd u. Mew~ o£ Oil and GaB Lease contemporaneously with 
the ~ecuti.on of this lease, and Lessor and L~co ~ that BUch Memorandum of Oil and Gns Lease, which makes 
reference to this lc!I.Sc, xnay be recorded 1n the appropriate records of the CoWl.ty in which .said lands are located ln 
liCti of the recording of this lease 1n. its entirety. Tho recording of said Memorandum of Lease shall b e1 binding upcm 
Lessor and Lessee, nne! their respective heirs, successors, legal. representatives ;md assign."~, tho snme ns if this lcaso 
'vas filed of record in jta COllJiPlete text 

16. Texas l;lw oball govern any actiODS brcmgb.t wi'th respect to this lease thereto, an.d velllle for a:oy 
S\Ut brought hc=tmdox' shall be ill either Bexar County, 'texas or the county in wbicb the leased premises is located, 
8\I.Ch county to bo c:b,oseu eJtclusively by ;Lossor. The 3pplicablo Texas Statutes of limitation shall govem tho filing o! 
suits brought hcrCill1der, however, all causes of action relating to or arisi1lg out of this lease slmD. be tolled during the 
ox.istonce of this lease. 

1?. To the extent that Lessors .and Lessee have: cOJ:ltruomd hel:dn for the performan.co of certAl.n. duties 
upon the Lessee which .an: implied by law, it is not the intention of lessors and Lessee to limit or lessen the du.ties 
implied by Izw upon the Lessee, but Lessors and Lessee expressly agree a:o.d. intend that Lessee's duties under such 
implied cov~ts be thox cantrnotx:d horcin or tho!le implied by law, whichever is the greater dntyupon the Lessee. 
Lessee agroes to make o good faith effort to give notice to Lesson; of the ~ce of any pot.t:ntial claim or cause of 
actin against a -tbird party wbo is, err may bo dr.Dnlng, OVOtprod.uoing, unlawfully depleting, or otherwise da.alagio.g 
any reservoir underlying the leased premi6os, in a timely fashion so that Lsssors ma:y assert Lessors' own clabxl., or 
t;.llUSc of action i:o. a court of appropriate juri3diotion, or b<:fo:rc a .regulatory agency. Lessee must ?).ve such notice to 
Lossora within 120 days of tile date tbat Lessee becomes aware of the e;P.stence of such potc:nti:U olnim err cnuao of 
action. II suoh claim or cause of notion is nsaorted aud if Lessee recovers de..mngos from. such third party, then the 
I..ooao.rs will bo eo.tltted to thcl.r fractional roy,Mty sbat~ of aey ~rccover:y. 

13/ 17 



01 / 29/2009 14 : 06 7136500840 GRAVES & CO . PAGE 14/ 17 

:r:N MINBSS WEBREOF, this i.astrumo.o:t is eJ>ecutcd in duplicate originals on the date ti.m above written. 

STATE OF 'l'EMS § 
§ 

COUNTY OF BEXAR § 

nlE FROST NATIONAL :BANK, AS TRUSTEE OF 
the A .R. Eppmauer Tr~m 1 nn.d 2 .Acc:OUJlt No. FOS64700; and the 
Rachcl L. Eppenn~trx 'X'.nuU A :~nd ::B A-ccount No. 1'0676300 

By<Jif~=~ 
"LESSOR" 

B~ --------------------------------------Ch.esapcllk.e Exploration L .L .C. 

"LESS:Eli:'' 

:BEFORE ME, 'tho undc:rnigncd authority, in and for said county, TexllB, on aris day p ersonally m>pea.red 
JA.CJ{ NABOJJM, VICE ~SID~T, knavvn to mo to be the pcr&on and officer "9'/hose name is subscribed to the 
foregoixl.g ~t aod ac:knowledgro to D;J.O funt the same was the act of said FROST NATIONAL BANl{, a 
co.\I)ox-atio.n, and tbBt bo oxcoutcd tho same B..'l the act of said cozporation for the puzpoGos and co.asidel"atiOJl tberein 
expressed, and in tho cnpneitios therein stated. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this rr.t:f:~day of J"!~ , 2008. 

§ 
§ 

STATE O:F TEXAS 

COUNTY OF _ ____ § 

BEFORE ME, the 'Ulldasigned authoritY, m and fo1: said county. Tass. on '!his day personally appeared 

------:-~:---::---------~---:--' ----------:-------------:--------:----'knawn to mo to bo tbe 
person nnd officer Whooe Il9ltle is subscrtoed to the foregoing instrument and acknowledged to me that the same was 
the Ret of said a corporation, and that. he exccutod the 
snmo as the act of s:ajd coxporation fbr tlle pu.woses an.d consideration. therein ~ressed, and in the cap:scities tbe(eln 
stated. 

GIVEN UNDER MY HAND AND SEAL OF OF.F1CE, tbis __ day of _____ _ __ ., 2008. 
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COUNTY OF ~VES 

• BE IT REMEMBERED that on this 17th day of June 2008, THE FROST NATIONAL BANK, Trustee 
• for the A.R. Eppenauer Trusts 1 and 2 Account No. F0564700; :md the :Rncllel L. Eppenauer Trusts A and B 

Account No. F0676300, as Lessor, whose address is P.O. Box 1600, San Antonio, Bexar County, Texas 78296-
1400, and Chesapeake Exploration, LLC whose address is 6100 N. Western Avenue, Oklahoma City, Oklahoma 
73118, as Lessee, whereby Lessor granted, lensed and let unto Lessee for the sole and only purpose of investigating, , 
exploring, prospecting, drilling and operating for, developing and producing oil and gas, all of Lessor's interest in those 
certain lands situated in Ree~s, County, Texas, described below and made a part hereof for all purposes. 

Sec E:iliibit A, Attached hereto and made a part of hereof 

The above described oil and gas lease is for a primazy tet:m of Three (3 ) yeD..tS from its date and contains other 
terms and provisions whi.ch are by reference incorporated herein and made a part hereof in aU respects as though the 
same were fully set forth therein. 

Executed copies of said Oil and Gas lease are in the possession ofLesso.r and Lessee. 

lN WITNESS WHEREOF, this instrument is executed on the date first above written. 

THE FROST NATIONAL :BANK, AS TRUSTEE OF 
the A.R. Eppenauer Tt·u~ts 1 and 2 Account No. F0564700; and the 
Rachel L. Eppcnnucr Trttsts A and .B Account No. F0676300 

"LESSOR" 

y company 

By: ------~~~-7~----~~------~~ 
J.Or Vice Pr.esident V 

Legal & Gene ra l Counsel 
Henry J . 

Land 

"LESSEE" 
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STATE OF TEXAS 

COUNTY OF BEXAR 

§ 
§ 
§ 

GRAVES & CO . PAGE 16/17 

BEFORE ME, the undersigned authority, in and for said county, Texas, on this day personally m>peared 
JACK N4HOUM JR., VICE RMSIDAi'iL known to me to be the person and officer whose name is subscribed to 
the foregoing instrument and acknow1edged to me that the same wa.s the act of said FROST NATIONAL BA.NK, a 
corporation, and that he executed the same as the act of srud corporation for the purposes and consideration therein 
expressed, ond in the capacities therein stated. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this ;-;J:IJ- day of_-1"'~~(-=/M.=...::~'------'' 2008. 

STATE OF TEXAS § 

COUNTY OF ctLf!-J<ltYv\14- ~ 

Notary Public, State c! Tex.'ls 

BEFORE ME, the underngned authoritv, in an.d for s~d couotv. Texas, on this day personally appeared 
tL . A ~ I l - t 5tn.iDV V(U- r r-<-5{ d-i"f{,( r- ( 
~X:W ....t-:n)o'?"'--. , Y'rO,j. «b!-.{l!~s. Qc.-u...- ...... ( ~.J>VY\.~ known to me to be the 

person and officer whose name is subscribed to the foregoing instrument and acknowledged to me that the same was 
the act of said CI:IESAPEAKE EXPLORATION, L.L.C. , a corporation, and that he executed the same as the act 
of said corporation for the purposes and consideration therein expressed, and in the capacities therein stated. 

GIVEN UNDER MY HAND AND SEAL OF OFFICE, tllls ...2-~y of 8 ~ 2008. 
,,,,\111111/llt/,,/. - -

~'''' c~ A. Y. 411;;,~. ..... :::; .-.r: .............. , OJ. i';_. (} 
~, ~" ... :!a..'( PI• '··~VA.~ 
~·~~~~~\""- v'$,. '•/YGI ~ 
~ w_~o vo..,, ~ 
g tet~ ff 04007282 \ ~ ..;.._--*,..-J-..:::....J<o=.-=.::.'>----ff--- - -¥.-- --= ~ .-:vp 6112i0S ! := 
% \~ =-11~ AN~D !J. g 
\i)~o~~~~§ 

'l,_vv.,---..... 0~~ 
""" J110JAN C ~:~ 

""'1141tt~mut~~~"""" 
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1. All pf Section J 8, Block 55, T&P RR Survey, TWP-7 (680 acres) 

2. All of Section 14, Block 56, T&P RJt Survey, TWP-7 (732.35 acres) 

3. North One Half of the Northwest One Quarter (N 1/2 NW 1/4) and the 
East One Half(El /2) of Section 30, Block 56, T&P RR SUJvey, TWP-7 
( 494 acres) 

4. Nottheast One Quarter of Section 22, Block 57, T&P RR Survey, 
TWP-7; SAVE & EXCEPT 40.00 acres of the Northeast One Quarter of the 
Northeast One Quarter thereof (NE/4 s/e 40 ac). (139.5 acres) 

5. Al l of Section 2, B lock 56, T&P RR Survey, TWP-8 (697 acres) 

6. EastTlu·ee-quartcrs (E 3/4) ofSection8, Block 56, T&P RR Survey, TWP-8 
(547 ncres) 

7. The South 519 ::teres of Section 20 (S/519), Block 56, T&P RR Survey, TWP-8 
(519 acres) 

8. The East 527 acres of Section 30, Block 56, T&P RR Survey, TWP-8 (527 acres) 

9. East One Quarter (EJ /4 of Section 5, Block C-11, PSL Smveys (160 acres) 

10. All ofSection 7, Block 51, T&P RR Survey, TWP-8, (640 acres) 

11. The East One-half (E/2); the South One-half of the Northwest One-Quarter 
(S/2NW/4); and the North One-half of the Southwest One~Quarter, less ond except 
that certain 2.5 acres, m ore or less out ofU1e souti1wesl comer ofthe South One-half 
of the Nolihwest Onc-Quatter, and more ful ly described in that certain Deed dated 
May 26, 19 18 from H.T. Collier, et alto James Carswell, recorded in Vol. 43, page 
539, Deed Records (N/2SW/4 lie 2.5 acres), and fuxther excepting that certain 3.00 
acres of land, more or less and being a prut of that certain strip of land, the West line 
of which bounds the West line ofthe S/2NW/4 and N/2SW/4 ofSection 188 and 
conveyed for Railroad purposes pursuant to that certain Deed dated December 26, 
1908 from H .T. Col lier, e!' al to M.L. Swinehart, recorded in Vol. 24, pa.gc 376, Deed 
Records, all lands being a purt of Section 188, Block 13, H&GN RR Co. Survey 
(474.5 acres) 

12. The SouU1 One-half of the Northeast One-quarter (S/2NE/4) and the South One-half 
of the 'East Three-quarters (S/2E3/4) of Section 248, Blo-ck 13 , H&GN RR Co. 
Survey (320 acres) 

.,~ All of the above tracts are located ·:in Reeves County, Texas . 



~
I
 0 

z 

.... 4.1 
c: 0 

.. . . • 



Well Inventory 

RRC Well Number: 

RRC Number: 

RRC District: 

2302 

245762 

08 

Last Month Oil Production: 

285 

Last Month Gas Production: 

5307 

Last Month Water Production: 

0 

Current Well Status: 

Well Completion Date: 

Total Measured Depth: 

Wellbore Direction: 

Surface Latitude: 

GLO Lease Number: 

A 

05/02/2009 

15322 

v 

31.7057300000 

MF105456 

RRC Field Name: 

Pool Name: 

Formation: 

TOYAH NORTHWEST 

SHALE 

DEVONIAN 

Primary Product Code : G 

Well Type: A 

Last 12 Months Oil Production: 

11 21 

Last 12 Months Gas Production: 

64875 

Last 12 Months Water Production: 

0 

First Production Date: 

Last Production Date: 

Top Depth: 

Base Depth: 

Surface Longitude: 

GLO Unit Number: 

04/01/2009 

11/30/2009 

1471 4 

14775 

-104.1210100000 

RRC Lease Name: 

RRC Operator: 

HARRISON STATE 

HALLWOOD PETROLEUM LLC 

Oil Purchaser/Transporter: 

Gas Purchaser/Transporter: HALLWOOD PETROLEUM LLC 

Last IHSE Update: 02/25/2010 County: CULBERSON 

JIJ D 
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TEXAS ERAL LAND OlFFllCE 
j ERRY PATTERSON, COMMISSIONER 

December 3, 2010 

I, Jerry E. Patterson , Commissioner of the General Land Office of the State of Texas, do hereby certify 
that the papers, records, and documents of said office show; 

This Certificate of Fact is limited, as requested by Mike Curry, and covers Mineral Files, M-104752 and MF-
1 05456 only; 

********** 

That on November 24, 2004, MARY JANE BARRON, REV LMNG TRUST, individually, and as agent for 
the State of Texas , executed and delivered a State Relinquishment Act Oil & Gas Lease M- 104752, 
covering "Section 23, Block 113, PSL," with additional tracts, 1600.00 total acres in Culberson 
County, to THE SCREWBEAN, L.P., for a primary term of Five (5) years, with a cash bonus of 
$10,000.00, and an annual delay rental of $10,000.00, with like amounts payable each to landowner 
and State, and a royalty of One-Fifth (1 / 5), one-half payable each to landowner and State, and a 
certified copy of said lease was filed in the Texas General Land Office on December 1, 2004, in Mineral 
File M-104752; 

That on October 1, 2005, HALLWOOD ENERGY, L.P. , assigned to FEI SHALE L.P., various interests in 
lease M-104752, and reference to said assignment is herein made for all purposes to the instrument 
which was filed of record in Volume 98, Pages 205-2 12, Culberson County Records, Culberson 
County, a certified copy of which was filed in the Texas General Land Office on February 24, 2009, in 
Mineral File M- 104752; 

That on September 30, 2009, effective date May 7, 2009, ROSETTA RESOURCES OPERATING, L.P. , 
assigned to DAVlS PETROLEUM CORPORATION, various interests in lease M-104752, and reference 
to said assignment is herein made for all purposes to the instrument which was filed of record in 
Document Number 2009038762, Official Public Records, Jefferson County, a certified copy of which 
was filed in the Texas General Land Office on October 22, 2009, in Mineral File M- 104752; 

That on February 25, 2010, effective date July 1, 2009, HALLWOOD ENERGY, L.P., assigned to FEI 
SHALE, L.P. , various interests in lease M-104752 , and reference to said assignment is herein made for 
all pu rposes to the instrument which was filed of record in Volume 100, Page 569, Oil & Gas Records, 
Culberson County, a certified copy of which was filed in the Texas General Land Office on May 5, 
20 10, in Mineral File M-104752; 

That on June 9, 2008, HALLWOOD ENERGY, L.P., assigned to FEI SHALE L.P., various interests in 
lease M- 104752, with additional tracts, and reference to said assignment is herein made for all 
purposes to the instrument which was filed of record in Volume 96, Pages 361-369, Oil & Gas 
Records, Reeves County, a certified copy of which was filed in the Texas General Land Office on 
October 31,2008, in Mineral File M-104793; 

Stephen F. Austin Building • 1700 orth 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 



Mike Curry 
December 3 , 20 10 

That on June 9 , 2008, HALLWOOD ENERGY L.P., assigned to FEI SHALE, L.P., various interests in 
lease M- 104752, with additional tracts, and reference to said assignment is herein made for all 
purposes to the instrument which was ftled of record in Volume 96, Pages 370-378, Oil & Gas 
Records, Culberson County, a certified copy of which was ftled in the Texas General Land Office on 
October 3 1, 2010, in Mineral File M-104793; 

That on October 15, 2009, PALACE EXPLORATION COMPANY, FREEDOM RESOURCES, INC. , THE 
BISTATE OIL COMPANY, INC., and OIL & GAS TITLE HOLDING' CORPORATION assigned to DAVID W. 
WILSON, TRUSTEE, RODA DRILLING, L.P. , various interests in lease M- 104752, and was filed in the 
Texas General Land Office on October 23, 2009, in Mineral File M-102703; 

That on August 2, 20 10, the following information was entered into the General Land Office's Energy 
Division Database relating to M-104752, "RAL LEASE - SEE LEASE FOR ACREAGE INFORMATION. 
FOR WELLS ON SECTION 23 BLOCK 113 THIS LEASE SHARES AN UNDIVlDED INTEREST WITH 
MF105456. 75% OF PRODUCTION AND SALES ALLOCATED TO MF105456 AT 11.5% RD AND 25% 
OF PRODUCTION AND SALES ALLOCATED TO MF104752 AT 10% RD. CK LEASE 11 / 29 / 11 AT END 
OF 2 YR PAST PT." 

That the latest royalty payments for lease M-104752, were received in the Texas General Land Office on 
November 4, 2010, for oil produced during September 2010, and on October 13, 2010, for gas produced 
during August 2010; 

********** 

That on July 25, 2005, HARRISON TRUST, RODDY L. HARRISON, TRUSTEE, individually, and as 
agent for the State of Texas, executed and delivered a PAID-UP State Relinquishment Act Oil & Gas 
Lease M-105456, covering "Section 23, Block 113, PSL," 480.00 net acres in Culberson County, to 
HALLWOOD ENERGY II, L.P. , for a primary term of Three (3) years, with a cash bonus of $76,800.00, 
with like amounts payable each to landowner and State, and a royalty of twenty-three percent (23%), 
one-half payable each to landowner and State, and a certified copy of said lease was filed in the Texas 
General Land Office on August 1, 2005, in Mineral File M-105456; 

That on December 15, 2008, HALLWOOD ENERGY, L.P., assigned to FEI SHALE L.P., various 
interests in lease M-105456, and reference to said assignment is herein made for all purposes to the 
instrument which was flled of record in Volume 811 , Pages 326-333, Official Public Records, 
Culberson County, a certified copy of which was filed in the Texas General Land Office on March 26, 
2009, in Mineral File M-105456; 

That Mineral File M-1 04328, contains a copy of Certificate of Merger, dated December 31 , 2005, 
between HALLWOOD EXPLORATION, L.P., and HALLWOOD ENERGY II, L.P., which agreement 
provides that the surviving corporation is HALLWOOD ENERGY, L.P., and said copy was ftled in the 
Texas General Land Office on June 5, 2006; 

That on July 21, 2006, HALLWOOD ENERGY, L.P., assigned to CHESAPEAKE EXPLORATION, L.P., 
various interests in lease M-105456, and others, and reference to said assignment is herein made for 
all purposes to the instrument which was ftled of record in Volume 93, Pages 192-197, Official Public 
Records, Culberson County, a certified copy of which was filed in the Texas General Land Office on 
June 20, 2007, in Mineral File M-104328; 

That on October 1, 2005, HALLWOOD ENERGY, L.P., assigned to FEI SHALE L.P. , various interests in 
lease M-105456, and reference to said assignment is herein made for all purposes to the instrument 
which was flled of record in Volume 98, Pages 205-212, Culberson County Records, Culberson 
County, a certified copy of which was fl.led in the Texas General Land Office on February 24, 2009, in 
Mineral File M- 104752; 

Dicta No. 2011- 10 

.,_ 



, 

Mike Curry 
~· ' December 3 , 2010 

That on September 30, 2009, effective date May 7 , 2009, ROSETTA RESOURCES OPERATING, L.P., 
assigned to DAVIS PETROLEUM CORPORATION, various interests in lease M-105456, and others, 
and reference to said assignment is herein made for all purposes to the instrument which was ft.led of 
record in Document Number 2009038762, Official Public Records, Jefferson County, a certified copy 
of which was fued in the Texas General Land Office on October 22, 2009, in Mineral File M-104752; 

That on October 15, 2009, PALACE EXPLORATION COMPANY, FREEDOM RESOURCES, INC., THE 
BISTATE OIL COMPANY, INC., OIL & GAS TITLE HOLDING CORPORATION, assigned to DAVID W. 
WILSON, TRUSTEE, RODA DRILLING, L.P., various interests in lease M-105456, and others, and a 
certified copy of said assignment was ft.led in the Texas General Land Office on October 23, 2009, in 
Mineral File M-102703; 

That on August 2 , 2010, the following information was entered into the General Land Office's Energy 
Division Database relating to M-105456, PAlO-UP RAL LEASE. DRILLING ACROSS PRIMARY TERM. 
FOR WELLS ON SECTION 23 BLOCK 113 THIS LEASE SHARES AN UNDMDED INTEREST WITH 
MF-104752. 75% OF PRODUCTION AND SALES ALLOCATED TO MF-105456 AT 11.5% RD AND 25% 
OF PRODUCTION AND SALES ALLOCATED TO MF-104752 AT 10% RD. CK LEASE 07-25-10 AT 2 YR 
PAST END OF PT. 

That the latest royalty payments for lease M- 105456, were received in the Texas General Land Office on 
October 13, 2010, for gas produced during August 2010; 

********** 

IN TESTIMONY WHEREOF, I hereto set my hand and seal of said office the ftrst date above written. 

JERRY E . PATTERSON 
COMMISSIONER OF THE GENERAL LAND OFFICE 

JEP/ wt 

Name 

Dicta No.: 
Fee: 
Files: 

Dicta No. 2011 - 10 

Mike Curry/ COTTON BLEDSOE TIGHE & DAWSON, P.C. 
500 West Illinois, Suite 300 
Midland , TX 79701 
2011-10 
$200.00 
MINERAL FILE M-104752 , M-105456 
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Texas General Land Office 
Reconciliation Billing PO Box 12873 

Austin, TX 7871.1-2873 
(Boo) 998-4456 
7:30- 5:3 0 M-F Jerry Patterson, Commissioner 

co 
FEI SHALE L P 
337 DANIEL ZENKER DR 
HORSEHEADS, NY 14845 1008 

-

Invoice I Mineral File I 
12J00103 MF105456 

12100104 MF104752 

12100105 MF104752 

12!00110 MF105456 

Total Due . 

Gas Royalty I 
$0.00 

$0.00 

$0.00 

$0.00 

$0.00 

Oil Royaltyj 

$8,927.83 

$2,587.79 

$843.34 

$2,909.52 

$15,268.48 

Billing Date: 10/ 26/2011 
Billing Due Date: 11/25/ 2011 
Customer Number: C000049230 

Penalty! Interest! 
-

Total Due 

$892.79 $1,858.01 $11,678.63 

$258.78 $538.55 $3,385.12 

$84.34 $52.63 $980.31 

$290.96 $181.59 $3,382.07 

$1,526.87 $2,630.78 $19,4 26.13 

Penalty and interest have been calculated thru 10/31/ 2011. Payment remitted after 10/ 31/ 2011 will 
result in additional penalty and interest charges. 

Contact Info: Shirley Chou (512) 463-5408 or shirley.chou@glo.state.tx.us 

NOTICE 
• Please update GL0 1 and GL02 production reports to correct volumes. 

• Please do not update GL03 report to include billed royalty, penalty or interest. This receivable has already 
been recorded. 

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo 123@glo. texas.gov. 

This notice does not constitute an Audit Billing Notice as defined m Section 52.135 of the Texas Natural Resources Code and, consequently, 
does not preclude the TGLO from conducting further examinations of these leases, time penods or 1ssues. 

Reconciliation Billing 

FEI SHALE L P 

Billing Date: 10/26/ 2011 

Billing Due Date: 11/ 25/ 2011 

Customer Number: C000049230 

Detach and retum with payment 

-

! Mine~l File Invoice I Gas Royalty I Oil Royalty I 
12100103 MF105456 $0.00 $8,927.83 

12100104 MF104752 $0.00 $2,587.79 

12100105 MF104752 $0.00 $843.34 

12100110 MF105456 $0.00 $2,909.52 

Total Due $0.00 $15,268.48 

Amt. Paid 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Penalty/ Interest I 
$892.79 $1,858.01 

$258.78 $538.55 

$84.34 $52.63 

$290.96 $181.59 

Total Due 

$11,678.63 

$3,385.12 

$980.31 

$3,382.07 

$1 ,526.87 $2,630.78 $19,426.13 



Customer ID: C000049230 

Invoice Number: 

Glo Lease: MF105456 

GLO Review: FEI SHALE LP 

Review Period AUG 2009 THROUGH DEC 2009 
(1) (2) 

Audltor/AE: 

Billing Date: 

P&l Calculation Date: 

Royalty Rate: 
(3) (4) (5) 

schou 

10/21/2011 

10/31/2011 

11.50% 
(6) (7) (8) (9) (10) (1 1) 

Month I Yoar OIIVolumo MF105456 :1Prlce Gross Value Royalty Due Royalty Paid Additional Number of Penalty Interest 1. Revenue Due 
75% Royalty Due Days late rom Addltlom rom Additional 

~ I :o,· -,, ' 
Royalty Royalty 

(A) (B) (2)x(3) :4) • Royalty_Rate _., (C) jC) (7)+(9)+(10) 
Aug-09 266.00 200 $ 70.750000 $14,114.63 $1 ,623.18 $0.00 $1 ,623.18 756 $162.32 $371 .95 $2,157.45 
Sep-09 285.00 214 $ 68 380000 $14,616.23 $1,680.87 $0.00 $1 ,680.87 725 $168.09 $368.04 $2,217.00 
Oct-09 285.00 214 $ 74.770000 $15,982.09 $1,837.94 $0.00 $1 ,837.94 695 $183.79 $384.31 $2,406.04 
Nov-09 285.00 214 $ 76.920000 $16,441 .65 $1,890.79 $0.00 $1 ,890.79 664 $189.08 $376 09 $2,455.96 
Dec-09 295.00 221 $ 74.480000 $16,478.70 $1,895 05 $0 00 $1 ,895_05 633 $189 51 $357 62 $2,442_18 

TOTALS 1416 00 $77,633.29 $8,927 83 $000 $8,927.83 $892 79 $1 ,858.01 $11,678_63 

COMMENTS: (A) VOLUME- REPRESENTS OIL SALE VOLUME FROM RRC 08-245762 (HARRISON STATE). 

(B) PRICE- OBTAINED FROM NYMEX PRICE LIST DUE TO NO GL0-1E PRODUCTION REPORT RECEIVED 

(C) SEE ATTACHMENT Ill, SUMMARY OF PENAL TV/INTEREST ASSESSMENT RULES". FOR EXPLANATION OF PENALTY AND INTEREST CALCULATION 

NOTE 1 : PAYMENT OF THIS INVOICE SHOULD BE SUBMITTED SEPARATELY FROM MONTHLY ROYALTY PAYMENTS, THE PAYMENT CAN BE SUBMITTED BY A HAND CHECK 
OR A WIRE, DO NOT SUBMIT THE GL0-3E REPORT FOR THIS PAYMENT. 

NOTE 2: NEED TO FILE THE ORIGINAL GL0-1E PRODUCTION REPORTS. 

NOTE 3 MF105456 SHARES UNDIVIDED INTEREST WITH MF104752, 75% OF TOTAL PRODUCTION AND SALE VOLUME ALLOCATED TO MF105456, AND 25% OF TOTAL 
PRODUCTION AND SALE VOLUME ALLOCATED TO MF104752. 

ATTENTION: KELLY KALNAS CERTIFIED MAIL: 70111150000124187232 



-. 
Customer ID: C000049230 

Invoice Number: 

GLO l ease: MF105456 ' . 
GLO Rev iew: FEI SHALE L'P • ~ ~ "' ·' 1 
Review Period: JAN 2010 THROUGH,.~EE\,.20,0 · 

(1) • (! ) (3) 

Audltor/AE: 

Billing Date: 

P&l Calculation Date: 

Royalty Rate: 
(4) (5) 

schou 

10/21/2011 

10/31 /2011 

11 .50% 
(6) (7) (8) (9) (10) 

Month I Year 011 Volume MF105456 Price Gross Value Royalty Due Royalty Paid Additional Number of Penalty Interest Revenue Due 
76°k . Royalty Due Dayalate II From Additional From Additional . 

;.; .!' I!- . Royalty Royalty 

(A) (B) (2)x(3) (4) · Royalty Rate (C) (C) 
Jan-10 295.00 221 $ 77.530000 $17,153.51 $1 .972.65 $0.00 $1.972.65 605 $1 97.27 $125.41 
Feb-10 143.00 107 $ 75.960000 $8,146.71 $936.87 $0.00 $936.87 574 $93.69 $56.18 

TOTALS 438.00 $25,300.22 $2,909.52 $0.00 $2.909.52 $290.96 $181 .59 

COMMENTS. (A) VOLUME - REPRESENTS OIL SALE VOLUME FROM RRC 08-245762 (HARRISON STATE) 

(B) PRICE - OBTAINED FROM NYMEX PRICE LIST DUE TO NO GL0-1E PRODUCTION REPORT RECEIVED. 

(C) SEE ATIACHMENT Ill, SUMMARY OF PENAL TV/INTEREST ASSESSMENT RULES", FOR EXPLANATION OF PENAL TV AND INTEREST CALCULATION. 

NOTE 1 : PAYMENT OF THIS INVOICE SHOULD BE SUBMITIED SEPARATELY FROM MONTHLY ROYALTY PAYMENTS. THE PAYMENT CAN BE SUBMITIED BY A HAND CHECK 
OR A WIRE, DO NOT SUBMIT THE GL0-3E REPORT FOR THIS PAYMENT. 

NOTE 2. NEED TO FILE THE ORIGINAL GL0-1 E PRODUCTION REPORTS. 

(7)+(9)+(1 0) 
$2,295.33 
$1 086.74 
$3.382.07 

NOTE 3· MF105456 SHARES UNDIVIDED INTEREST WITH MF104752, 75% OF TOTAL PRODUCTION AND SALE VOLUME ALLOCATED TO MF105456. AND 25% OF TOTAL PRODUCTION AND 
SALE VOLUME ALLOCATED TO MF104752. 

ATIENTION: KELLY KALNAS CERTIFIED MAIL: 701 11150000124187232 





DIVISION ORDER 
Statoil 

DATE: 03 . 05.2012 

TO: Statoil Texas Onshore Properties LLC 
2103 City West Blvd, Suite 800 
HOUSTON 77042 
USA 

PROPERTY NAME: 
OPERATOR: 
COUNTY/PARISH/ STATE: 
PROPERTY DESCRIPTION: 

OWNER NUMBER/ 
TAX IDENTIFICATION 

9103261 

HARRISON STATE 2302 GU 
Talisman Energy USA Inc . 
CULBERSON/ TX 
HARRISON STATE 2302 GU 

ACRES M/L 
CULBERSON COUNTY , TX 

OWNER NAME/ 
ADDRESS 

State of Texas 

MP Io Sq-cs<e_ 
NADOA Model Form Division Order (Adopted 9/95) 

PROPERTY NUMBER : 120078 
EFFECTIVE DATE: 05.01.2012 
PRODUCT : All Products 

INTEREST 
TYPE 

RI 

OWNER 
INTEREST 

0, 11125000 

Commissioner Genera l Land Office 
PO Box 12873 
AUSTIN TX 78711-2873 
USA 

The undersigned certifies the ownership of their decimal interest in production or proceeds 
as described above payable by STATOIL USA ONSHORE PROPERTIES . 

Statoil USA Onshore Proper ties shall be notified, in writing, of any change in ownership, 
decimal interest, or payment addres s. All such changes shall be effective the first day of 
the month following receipt of such notice. 

Statoil USA Onshore Properties is authorized to withhold payment pending resolution of a 
title dispute or adverse claim asserted rega rding the interest in production claimed herein 
by the undersigned . The undersigned agrees to indemnify and reimburse Statoil USA Onshor e 
Properties any amount attributable to an interest to which the undersigned is not entitled . 

Statoil USA Onshore Properties may accrue proceeds until the total amount equals $25 . 00, or 
until July 31st of each year, whichever occurs first , or as required by applicable state 
statute . 

THIS DIVISION ORDER DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE UNDERSIGNED 
AND THE LESSEE OR OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS . 

In addition to the terms and conditions of this Division Order, the undersigned and Statoil 
USA Onshore Properties may hav e certain statutory rights under the laws of the state in 
which the property is located. 

~J:'~f i:3-l Clauses: 
••• 

• •••••• • • 

..... : 
• • 

••• • • • ••• Owner Signature/Corporate Title Social Security/Tax ID # Address (If different from above) 

Owner Phone # Alternate Contact 

Federal Law requires you to furnish your Social Security or Taxpayer Identification Number. 

Failure l o comply will result in tax withholding and w ill nol be refundable by Slaloil USA Onshore Properties. 



... 

••• • • • •• . •••••• • • 
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• 
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Statoil 
STATOIL USA ONSHORE PROPERTIES, INC. 

DIV ISION ORDER DEPARTMENT 
INSTRUCT/ON SHEET 

The enclosed Di vision Order represents your share of the producti on proceeds received by Statoil USA 
Onshore Propert ies from the referenced well and the name and address to which payments will be made. 
PLEASE RET URN ONE FULLY EXECUTED COPY AT YOUR EARLIEST CONVENIENC E 
AND RETATN THE OTHE R COPY FOR YOUR RECORDS. A self-addressed stamped envelope has 
been provided for your convenience. 

SIGNATURES 
• Please sign exactly as shown on the Division Order. l f your signature is different. please provide 

legal documentation evidencing said name change. 
• ignature by Agents. A t1orney -in-Fact. Guardians or Tru tees must be accompanied by a copy 

of the recorded document evidencing the rights vested in the signatory party. 
• In the event of multiple tru tees/executors. all signawres are required unless documentation i 

provided evidencing authority to sign on behal f of all parties. 
• Companies. Corporati ons or Par1nerships must be executed by an authori zed official with the 

name and title of the signing party printed beneath the signature. 
• The Division Order does not need to be notarized. 

Include your ocial ecurity umber or Tax Identificati on N umber in the space provided next to your 
signature. Failure to furnish yo ur Social Security Num ber or Tax Identification Number w ill result 
in withholdin g tax in accordance with Section 3406 of the Internal Revenue Service federal law, and 
any tax with held will not be refundable by Statoil. 

ADDRESS AND TITLE CHANGES 
• Please note any change of address directly on the executed Division Order form. 
• Any subsequent address changes or changes in ti tl e must be submitted in writing either by mail, 

fax or email. You must ign your request for change and include your owner number (as provided 
on this Di vision Order), social security or tax identification number. old addres . new address and 
telephone number. 

• Please also provide a phone number and an alternate contact ( ie: cell phone number. work number 
and/or email addre ) . 

• Transfers of interest may result in a temporary suspension of funds pending receipt o f recorded 
instrument evidencing said transfer. 

PAYMENTS 
• tatoil' s revenue distribution checks will be mailed direct from JP M organ Chase on or before the 

last day of each month. aid revenue check wi ll reference a monthly statement number which will 
be mailed under separate cover. Please refer to thi monthly statement for the corre ponding 
check detail information. 

• Checks must be ca bed within 90 day of issue date. If your check is outdated, please wri te VOID 
across the check and return to Statoil for reissue with next di bursement. 

• Our policy is to remit checks month ly when your account reaches $25.00, or July 3 Is, of each 
calendar year: whichever occurs first. Upon written request. thi s $25.00 amount can be further 
reduced . 

CONTACT US 
T he following information found on the division order form will ass isr us in serving you: 

• Owner ame and Owner umber 
• Property ame and Property umber 
• County/Pari sh and tare where Property is located 
• ature of your inquiry 
• Telephone umber with area code 

Revenue Inquiries Divis ion O rder and Title lng uirie 
1-866-697-0454 1-866-697-04 "4 
Rovalty@statoil.com di vor@statoi I .com 

www.stato iI .com/ownerrelat ions.com 

Correspondence 
tatoi l A Onshore Properties. Inc. 

2 103 City West Blvd. Suite 800 
Houston. Texas 77042 
A TI1 : Land Department 
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,,. 
Statoil 

May 1, 2012 

Dear Interest Owner: 

Pursuant to HB 981 passed by the Legislature of the State of Texas, we are required to 
provide you with the following information: 

Section 91 .504, Texas Natural Resources Code, gives an owner of a royalty interest in 
oil or gas produced in Texas the right to request from a payor information about 
itemized deductions, the heating value of the gas and the Railroad Commission of 
Texas identification number for the lease, property or well that may not have been 
provided to the royalty interest owner. The request must be in writing and must be made 
by certified mail. A payor must respond to a request regarding itemized deductions, the 
heating value of the gas or the Railroad Commission of Texas identification number by 
certified mail not later than the 60th day after the date the request is received. Additional 
information regarding production and related information may be obtained by contacting 
the Railroad Commission of Texas' office of Public Assistance or accessing the 
commission's website. 

Statoil Texas Onshore Properties LLC 

2103 CityWest Blvd., Suite 800 
Houston, Texas 77042 

Telephone: 1-866-697-0454 
divor@statoil.com 



.. 

••• • • • • •• 
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Statoil 
Dear Inte rest Owne r: 

Please find enc losed Statoil Texas Onshore Properties LLC' (Statoil) Divis io n Order for the we ll(s) listed 

in the enclosed Di v ision Order (the "Well"). Talisman Energy USA, Inc. ("Talisman" ) drilled the Well 

under the prov is io ns of your lease and other leases, or assumed o peratorship of the Well from another 

company. You may have a lready been asked by Talisman to sign a Divis ion Order for the We ll. If you 

have been rece iving roya lties from this Well, it was based upon the Div is ion Order that you signed w ith 

Ta li sman . 

Statoil owns an undivided interest in your lease with Talisman. Statoil has now determined that it wi ll 

start to sell its s hare o f production from the We ll and will remit your revenue payment on its hare of such 

production directly to you starting w ith May 20 12 production. Stato il has prepared Lhe e nc losed Divis ion 

Order for your execution covering the products which Statoi l wi ll sell and/or pay roya lties on from the 

We ll. Stato il's Division Order w ill not change Talisman's Div isio n Order as that document will still apply 

to the share of the production that Talisman continues to se ll. 

Please note that your "Owner Interest' shown in the Div ision Order i your fu ll inte rest in the well. Statoi l 

will pay your inte rest ba ed o n our pro portionate share in the well. Your payment decima l will be 

ca lculated by starting with our percentage interest in the well multiplied by the amount o f acreage from 

your lease that is contributed to the total unit acreage times your lease roya lty inte rest. From time to time, 

we may process the natural gas from the We ll th rough a processing plant to remove natural gas liquids. 

The price formula re ferenced on the Divis ion Order applies your Owner Interest above to the natural gas 

and natura l gas liquids processed and sold in accordance with the te rm s o f your lea e. 

Un less your lease states otherwise, Stato il will be disbursing o n a ll products u ing a 60 day pay cycle. 

Yo u will receive a statement, separate from your check, which will inc lude informati on on the vo lume of 

the condensate, natural gas and, if the natural gas is processed, natural gas liquids from the Well. From 

time to time, these vo lume numbers may be revised after the fact. There can be several reasons why these 

numbers need revis ion, but most often it w ill be because Statoil has been g iven corrected numbers by the 

companies operating the meters on either the lease , the gathering system, the pipe line system or at the 

processing plant. 

Please execute the enclosed Division Order according to the Owner In truction Sheet, return one executed 

copy to the under igned in the enc losed self-addressed stamped envelope and reta in o ne copy for your 

records . To the extent you a re in "pay" tatus under your current Ta lisman Division O rder Stato il will 

auto matically continue that sta tu s. If you are not in pay status with Talisman please be aware that 

whatever documentation you prov ide Talisman re leasing you fro m suspense a lso needs to be supplied to 

Sta to il to enable us to place you in pay status. 

Thank you for your immediate attentio n to th is matter. Should you have any questions, please do not 

hesitate to contact us a referenced on the Owner Instructio n Sheet. 

• ·:•••: 2 103 C ity west Blvd., Suite 800 1-866-697-04 54 
www.stato il .com/ownerre lation • Houston, Texas 77042 ..... : 

• • 
·:···l 

• 
• •• • • 
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DIVISION ORDER 
Date Filed: (p. /(. f'Z. ...;:;;.. _________ _ 

£.-Patterson, Coi nm 1 ·;s1oner 

••• ••• - ••• • • . • • . . • • • • . • • • • • • • • • • • •• •• • • .. • • : . 



TEXAS GENERAL LAND OFFI CE 
G EO RGE P. BUS H , CO MMI SS IONER 

Certified Mail #91 7199 9991 7030 6419 5957 
February 13, 2015 

Tim Dunn, Member 
Enerquest Operating, LLC 
12368 Market Drive 
Oklahoma City, OK 73114 

RE: Partial Termination of State Lease MF104752 & MF105456 
Harrison State #2302 (API 42-109-32303; RRC Lse 08-245762) 
Culberson County 

Dear Mr. Dunn: 

.. 
V 

The primary term of the referenced leases ended on November 29, 2004 and July 25, 
2005 and lands covered under the leases are held only as to 320 acres surrounding the 
referenced well; described as the E/ 2 of Section 23 from surface to 15,422'. The leases 
have partially terminated under the terms and conditions of the lease and the laws of 
the state as further defined in Title 31 of the Texas Administrative Code C'TAC"). 

Pursuant to TAC, a recorded original or certified copy of a Partial Release of this State 
Oil and Gas Lease along with a processing fee of $25.00 must be sent to my attention. 

In accordance with the provisions of the TAC, if you disagree with th is assessment 
please provide evidence to this office at the address shown below within thirty (30) 
days of receipt of this letter. Fai lure to reply or failure to present sufficient evidence of 
the continuation of the lease outside the 320 acre proration unit and surface to 15,422' 
will result in the mineral file being endorsed as "partially expired. " You will receive no 
further communication from this office prior to endorsement. 

~P~ 
Carl Bonn, CPL 
PSF Income Division, Energy Resources 
Office : (512) 463-5407 
e-mail (earl. bonn@glo.texas.gov) 

1700 North Congress Avenue, Austin, Texas 78701 - 1495 
P.O. Box 12873, Austin, Texas 787 I 1-2873 

5 12-463-500 1 glo.texas.gov 



--.. 

;t{(~ /(5.S-~Sb 
File. ~o. 2_-/; 
. JV r 7""" ~P'Vl,,.~ • (;eunty 

<Ju 



OIL 
DATE 

Bbl 

7/2008 

8/2008 

9/2008 

10/2008 

11/2008 

12/2008 

1/2009 

2/2009 

3/2009 

4/2009 0 

5/2009 0 

6/2009 0 

7/2009 0 

8/2009 266 

9/2009 285 

10/2009 285 

11/2009 285 

12/2009 295 

1/ 2010 295 

2/2010 143 

3/2010 0 

4/2010 0 

1357407 

PRODUCTION AND OPERATIONS HISTORY 
State Lease Nos. M-105456 and M-104752 

HARRISON STATE NO. 2302 

GAS 
PROD 
mcf 

5034 

13122 

10845 

8439 

8207 

7294 

6627 

5307 

5986 

5688 

2687 

5450 

3793 

API NO. 42-109-32303 

Toyah, NW (Shale) Field 
Phantom (Wolfcamp) Field 

Cu lberson County 

COMMENTS 

Hallwood commences drilling operations on the subject well 

Ha llwood continues drilling operations on the subject well 

Ha llwood continues dril ling operations on the subject wel l 

Hallwood continues drilling operat ions on the subject well 

Hallwood cont inues drilling operations on t he subject well reaching a 
total depth of 15,322' in the Devonian Lime. Obtained 10' cutt ing 
samples from the top of the Bone Springs at 5,387' to TD and ran 
open hole drillstem test across an interval in the Wol fcamp and 
recovered oi l 

Dril ling operations continued 

Drill ing operations continued with well hyd raulica lly stimulated and 
fl owback obta ined 

Dri lling operations continued with extensive pressure bui ld up test 
conducted. Wel l flowed 432 mcfd with flowing tubing pressure of 
610 psig 

Insta lled 3.5 mile 5" FLEXSTEEL pipeline to connect well to gas 
purchaser's pipeline. Ran bottomhole pressure t est to record 
pressures during buildup and subsequent draw down test. Flowed 
well down gas pipeline 

1 



GAS 
DATE 

OIL 
PROD 

Bbl 
COMMENTS 

mcf 

5/2010 0 3544 

6/2010 0 2875 

7/2010 0 2307 

8/2010 0 1991 

9/2010 0 2063 

10/2010 0 1478 

11/2010 0 1784 

12/2010 0 1600 

1/2011 0 1776 

2/2011 0 1855 

3/2011 0 4163 

4/2011 0 2723 

5/2011 0 2504 

6/2011 0 1660 

7/2011 0 1363 

8/2011 0 1513 

9/2011 0 1438 

10/2011 0 1397 

11/2011 0 1189 

12/2011 0 1269 

1/2012 0 1109 

2/2012 0 1029 

3/2012 0 989 

4/2012 0 748 

5/2012 0 756 

6/2012 0 830 

7/2012 0 1587 

8/2012 0 1477 

9/2012 0 1083 

10/2012 0 1052 

11/2012 0 836 

12/2012 0 671 

1/2013 0 1420 

2/2013 0 785 

3/2013 0 737 

4/2013 0 1249 

5/2013 0 1265 

6/2013 0 973 
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OIL 
GAS 

DATE 
Bbl 

PROD COMMENTS 
met 

7/2013 0 893 Enerquest purchased the subject we ll and took over as operator 

8/2013 0 1025 

9/2013 0 756 

10/2013 0 929 

11/2013 0 553 

12/2013 0 1236 

1/2014 0 1106 

2/2014 0 923 

FESCO ran bottom hole pressure survey to measure remain ing 
pressure and t o quanti fy flu id buildup in the wellbore as we ll as to 
check for frac sand fi ll above the perfs. Bottom hole pressure of 
3684 psia at 14,749'. Water level at 11,483' and top of fil l at 14,749'. 
Well flowed with minimal backpressure to unload fluid from well. 
Lowest bottomhole flowing pressure recorded during flowtest was 

3/2014 0 519 2611 psia 

Evaluated all options for enhancing production performance of 
existing completion, including rev iew and analysis of we ll data to 

4/2014 0 747 identify potential sha llower completions for testing 

5/2014 0 564 

6/2014 0 910 

7/2014 0 820 

8/2014 0 803 

9/2014 0 788 

10/2014 0 752 

11/2014 0 677 

12/2014 0 575 

1/2015 0 703 

GLO partia l termination letter as to W/2 of Section 23 and depths 

2/2015 0 651 below 15,422' sent to Enerquest 

Leases part ially terminated from below 15,422' and as to W/2 of 

3/2015 0 659 Section 23 per lease terms 

4/2015 0 399 

5/2015 0 835 

6/2015 0 498 

7/2015 0 592 

8/2015 0 495 

9/2015 0 481 
Completed preliminary design work and cost estimate for side 

10/2015 0 483 tracking and drilling a horizontal well in the Wolfcamp 

11/2015 0 344 
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OIL 
GAS 

DATE 
Bbl 

PROD COMMENTS 

mcf 

12/2015 0 515 

Contracted with geologica l expert to perform a detailed geological 
assesement of the Wolfcamp interva l to identify the best ta rget in 
the subject we ll and determined that 9120' to 9155' would be the 

1/2016 0 626 best target for th is horizonta l lateral 

2/2016 0 546 Continued work described in 1/2016 

Cont racted wi th Premier Wi reline to run gyro survey to determine 
well geometry for sidetrack design work. Also contracted surveyor 
Gene Smith to add lease corner coordinates to survey plat for 

3/2016 0 482 dete rmining the termination point for the horizonta l lateral 

Solicited drilling mud cementing and directional drilling designs and 

4/2016 0 453 recommendations from various vendors 

Analyzed performance of analog Wolfcamp horizonta l we lls as part 
of the reserve study and production profile. Built economic model to 

5/2016 0 445 confi rm profitability of the proposed we ll 

6/2016 0 489 Cont inued work described in 5/2016 

7 / 2016 0 483 Continued work described in 5/ 2016 

8/2016 0 422 Continued work described in 5/2016 
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SCOTT 
DOUGL SS 
McCONNICO 

VIA HAND DELIVERY 
Mr. Robert Hatter 
General Land Office 

October 20, 2016 

1700 N. Congress Avenue, Room 840 
Austin, TX 78701 

In Re: Request by Enerquest Oil & Gas, LLC fo r General Land Office 
confirmation of t he Validity of State Lease No. M-104752 dated July 25, 
2005, and State Lease No. M-105456 dated May 31, 2006, as to E/2, 
Section 23, Block 113, PSL Survey, 320 acres, Culberson County, Texas, 
(collect ively " Leases") 

Dear Mr. Hatter: 

On behalf of Enerquest Oil & Gas, LLC (" Enerquest") the purpose of th is letter is 
to confi rm the validity of the above referenced Relinquishment Act Leases as to the E/2 
of Section 23, Block 113, PSL Survey, Culberson County, Texas from the surface to 
15,422'. This letter follows a meeting with you and Daryl Morgan of the General Land 
Office ("GLO "), Enerquest's Matt Ma ilman and me. 

Based up on ou r presentation and prior GLO action we have requested your 
agreement that the Leases remain valid and subsisting under the t erms of the Leases 
and applicable Texas law that Enerquest has act ed as a reasonably prudent operator 
under the ci rcumstances fo r the pu rpose of making a profit and not mere ly for 
speculation. We acknowledge that the Leases are currently valid only as to the E/2 of 
Section 23, Block 113, PSL Survey, Culberson County from the surface to 15,422' as a 
result of a partial termination pursuant to the terms of the Leases. 

If you are in ag reement t hat the Leases remain valid and in full force and effect 
as to the E/2 of Section 23, Block 113, PSL Survey, in Cu lberson County from the 

1364266 

Scott Douglass & Mcconnico LLP I Attorneys at Law 

303 Colorado Street, Suite 2400, Austin, TX 78701 I p : 512.495.6300 f : 512.495.6399 I w 11w.scottdoug.com 



Mr. Robert Hatter 
October 20, 2016 
Page 2 

surface to 15,422', we would appreciate you r conf irmation by s1gn1ng in the space 
provided below. 

Thank you for your attention and cooperation in t his matter. 

HPW:map 

cc: Daryl Morgan, via email 
Greg O lson, via emat! 
Matt Mailman, via emat! 

AGREED: 

i 
Robert Hatter 

1364266 

Very t ruly yours, 

~ wiuk~ 
H. Phili p Whitworth 
Attorney for Enerquest Oil & Gas, LLC 
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SCOTT 
DOUGLASS 
McCONNICO 

VIA HAND DELIVERY 

Mr. Robert Hatter 
General Land Office 

November 13, 201 7 

1700 N. Congress Avenue, Room 840 
Austin, TX 78701 

In Re: Request by Enerquest Oi l & Gas, LLC for General Land Office 
conf irmation of the Validity of State Lease No. M-1 04752 dated July 25, 
2005, and State Lease No. M-1 05456 dated May 31, 2006, as to E/2, 
Section 23, Block 113, PSL Survey, 320 acres, Culberson County, Texas, 
(collective ly "Leases") 

Dear Mr. Hatter: 

On behalf of Enerquest Oil & Gas, LLC ("Enerquest") the pu rpose of this letter is 
to confirm the validity of the above referenced Relinquishment Act Leases as to the E/2 

· of Section 23, Block 113, PSL Survey, Culberson County, Texas from the surface to 
15,422'. This letter fo llows a meeting on November 9, 2017, with you and Daryl 
Morgan of the General· Land Office ("G LO"), Greg Olson and Matt Mollman of 
Enerquest, Stephanie Kover, and me. 

Based upon ou r p resentation and prior GLO action we have req uested your 
agreement that the Leases remain valid and subsisting under the terms of the Leases 
and applicable Texas law that Enerquest has acted as a reasonably p rudent operator 
under the circumstances for the purpose of making a profit and not merefy fo r 
speculation. We acknowledge that the Leases are currently valid only as to the E/2 of 
Section 23, Block 113, PSL Survey, Culberson County from the surface to 15,422' as a 
result of a partia l termination pursuant t o the terms of the Leases. 

4834-3814-9460 

Scott Douglass & Mcconn ico LLP I Attorneys at Law 

303 Colorado Street, Suite 2400, Austin, TX 78701 I p : 512.495.6300 I f : 512.495.6399 I www.scottdoug.com 



Mr. Robert Hatter 
November 13, 2017 
Page 2 

If you are in agreement that the Leases remain valid and in full fo rce and effect 
as to the E/2 of Section 23, Block 113, PSL Survey, in Cu lberson County from the 
surface to 15,422', we would appreciate your confirmation by signing in the space 
provided below. 

Thank you for your attention and cooperation in this matter. 

HPW:map 

cc: Daryl Morgan, via emat! 
Greg Olson, via emat! 
Matt Mollman, via emat! 

AGREED: 

Robert Hatter 

4834-3814-9460 

Very t ru ly yours, 

~ w:~ 
Attorney for Enerquest Oil & Gas, LLC 
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SCOTT 
DOUGLASS 
McCONNICO 

November 13, 2017 

VIA HAND DELIVERY 

Mr. Robert Hatter 
General Land Office 
1700 N. Congress Avenue, Room 840 
Austin, TX 78701 

In Re: Request by EnerOuest Oil & Gas, LLC fo r General Land Office 
confirmation of the Validity of Stat e Lease No. M-104752 dated 
November 29, 2004, and State Lease No. M-105456 dated July 25, 2005, 
as to E/2, Section 23, Block 113, PSL Survey, 320 acres, Culberson 
County, Texas, (co llective ly "Leases") 

Dear Mr. Hatter: 

On behalf of EnerOuest O il & Gas, LlC (" EnerOuest") the purpose of this letter 
is to confirm the validity of the above referenced Relinquishment Act Leases as to the 
E/2 of Section 23, Block 113, PSL Survey, Culberson County, Texas from the surface to 
15,422'. This letter fo llows a meeting on November 9, 2017, with you and Daryl 
Morgan of the General Land Office ("G LO "), Greg Olson and Matt Mo llman of 
EnerOuest, Stephanie Kover, and me. 

Based upon our presentation and prior GLO action we have requested your 
agreement that the Leases remain va lid and subsisting under the terms of the Leases 
and applicable Texas law that EnerOuest has acted as a reasonably p rudent operator 
under the circumstances for the purpose of making a profit and not merely for 
speculation. We acknowledge that the Leases are currently valid only as to the E/2 of 
Section 23, Block 113, PSL Su rvey, Culberson County from the surface to 15,422' as a 
result of a partia l termination pursuant to the terms of the Leases. 

4834-3814-9460 

Scott Douglass & Mcconnico LLP I Attorneys at Law 

303 Colorado Street, Suite 2400, Austin, TX 78701 I p : 512.495.6300 I f : 512.495.6399 I www.scottdoug.com 
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Mr. Robert Hatter 
November 13, 2017 
Page 2 

If you are in agreement that the Leases remain valid and in ful l force and effect 
as to the E/2 of Section 23, Block 113, PSL Survey, in Cu lberson County from the 
surface to 15,422', we would appreciate your confirmat ion by signing in the space 
provided below. 

Thank you for your attention and cooperation in this matter. 

HPW:map 

cc: Daryl Morgan, via email 
Greg Olson, via email 
Matt Mollman, via email 

AGREED: 

Robert Hatter 

4834-3814-9460 

Very truly yours, 

4e-~ (,,l)-e~··i LU-OAt--LL 
H. Philip '\Nhitworth 
Attorney for EnerOuest Oil & Gas, LLC 
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