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P.O. Box 51194

woods Petroleum Midland, TX 79710-1194
Land Management, inc.

July 12, 2005

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

CC:

State of Texas General Land Office
Drew Reid

1700 North Congress Avenue
Austin, Texas 78701

Re: Oil & Gas Lease Offer Culberson County

Dear Sir:

| 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. | can be reached at the above
address or 432-413-5743.

The Mineral Classified Lands are as follows:
#1(p 80 WeBlock 113 PSL Sections: 13,14,15,20,21,22,23,24,8,10,16, &19;
b AGD BAL— Block 114 PSL Sections: 12,13,22,23,24;
(580 @owa— Block 111PSL Sections 1,N2 of Section 4, N1/4 SEC 5

it =779 , -
Sincerel %%W = ﬁéi
incerely, Riwo—07 —
B@C(?Dom_ %M
Bert Dorr «‘ MJ’/"“”

Woods Petroleum



Hallwood Petroleum, LLC | | 5835
TX_GLO/STATE OF TEXAS Ta6ro | | 07/27/05

HALLWOOD HEII AREA
Total: $0.00 $752,758.50
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05050837




Date Filed:

Jerry tterson, Commissioner
By



General Land Office
Relinquishment Act Lease Form
Revised, September 1997

Qugtin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 25 day of July ,2005 , between the State of Texas, 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 Hallwood Energy I, L.P..

of 3710 Rawlins Street, Suite 1500, Dallas. TX 75219 hereinafter called Lessee.
(Give Permanent Address)

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 said products of the lease, the following lands
situated in Culberson County County, State of Texas, to-wit:

Section 23 Block 113, PSL

containing 640 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/100
Dollars ($38,400.00 )

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 ($76,800.00 )

The total bonus consideration paid represents a bonus of One Hundred Sixty Dollars and no/100
Dollars ($160.00 ) per acre, on 480 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 paying 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 commerc:al use of the substancg(s)
covered exceed out of pocket operational expenses for the six months last past. /
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, 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 ($ )
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 royaity
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the
owner of the 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 market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) 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 writing, 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 with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 23% part of the gross 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 sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the 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 market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the 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 market price of each product for the same month in which such product is
produced, or 2) on the basis of the average gross sale 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 precedjd ygdr, If Parmgraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be? gge goffar /$1.80) per ac.re:.:
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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 premises 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 royalties 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 act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary
or other remittance advice showing by the assigned General Land Office lease number the 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
royalties 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 fumish 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, receipts 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, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and 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 above-described 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) PENALTIES. 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 expifa't?on.ﬂf.the pdrhary term, Lessee may maintain this lease by conducting additional drilling or reworking
L : : ™ ..

. e &
“se .

.
. .
-



A CERTIFIED CQPY
IF IT BEAHS THE 3EAL OF THE TY

ATTEST: Y i =

”

LINDA McDONA
CULBE N
L]
BY( DEPUTY ... .:' ..- .
.. - .. -
e e . 5 s 8 u®
. 8 -e a 8 w
. - e sae



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 after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment
of shut-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 resuit in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as 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 ROYALTIES. For purposes of this paragraph, “well" means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. 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 effective, 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 (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment 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 which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods 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 (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the 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 penod
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 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's 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-of-way for
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof (“the retained lands”), for
access to and from the 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 specified 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 filed. 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 royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased
premises shall drill as many wells as the facts may 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, riots,
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 detemmined 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 untt, 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 pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without
the written consent of the owner of the soil. p
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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 clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, 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-day 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) fumnishes 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 filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining 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 conceming 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 fail 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, nothing 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 this 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 manner 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 soil, 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 hamm, 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, or 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 all claims, liabilities, 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 LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree 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
ordinary 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, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease 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 this 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 Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the 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.
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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 _ Je kA S (CORPORATION ACKNOWLEDGMENT)

COUNTY OF K )/ YIS0
BEFORE ME, the undersigned authority, on this day personally appeared mJb 1}//) W, ! L ( LAC / 1/ f?-’f/ﬂ C
known to me to be the person whose name is subscribed to thefol'ego;s instruments as Dr ~fri¢ct Land /k (ﬁj!c‘«cjé =
of I/ 10 ?G’r'Z/? ik = £ and acknowledged to me that he
executed the same for the purposes and oSnsidgration 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 ’Q —7‘1";day of \_J(_( / [/[ , 20 &

o RERER T RO USRI

|

o

. KARI NAZWORTH — ) ——
‘9\) f’% Notary Public N Mam for [ .Q/\,.LPQ -

il g *| STATE OF TEXAS
STATE OF /6)( & ,C 4 ”ta}?? My Comm. Exp. 10/18/2007 (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF __ @ . L Rm—

BEFORE ME, the undersigned authority, on this day personally appeared P Od b{ Y L 3 / ;a ‘i S g ﬂ)

o T TN

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.

2.5 Y s
Given under my hand and seal of office this the day of J l/1 \ , 20 D ;

— ) il e R

JOHN ROBERT DORR JR.

Notary Public, State of Texas Notary Pubﬂt(m:lfor 3 P §

My Commiagion Expires
May 22, 2007

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

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
T SEA ' & ooty K /
,/:f//.’:f/’; //ﬂ’ 2/ 2N
sy NTY DLERR Notary Public in and for
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E. Patterson, Commissioner

N 2

Date Filed:

By {

THESTATEOFTEXAS &5 \\PN.\J»&\N\
COUNTY OF CULBERSON X I, Linda Clerk of the County Court in and

for said County and Stata, do hereby certify that the foregoing is & true and =
correcteopyol_2%F ¥ E 55 Ao sl gurea B T = T
filed for record in my office this .nNN\ day of IIEII .
m&.nEF under Clerk's File No, L.gl — . 10 b
recorded in the Vo o A -5 - Records of Culberson County
Texas,

m&‘ TO CERTIFY WHICH, Witness my hand and official seal at V an Horn, this

day of, — - =
Ll
INDA ( E
By._ - Deputy. { S0 (81 Y. TEX
- LETY . ee
* . .. .
L B - L L]
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RAL REVIEW SHEET

Transaction # 4811 Geologist: R. Widmayer
Lessor- Harrison Trust, Roddy L. Harrison, Trustee Lease Date: 7/25/2005 Uk ]
lessge:  Hallwood Energy II, L.P. Acres: 640
LEASE DESCRIPTION
County PIN# Basa FileNo  Part Sec. Block Twp Survey Abst#
CULBERSON 07-032846 144072 ALL 23 113 00 PUBLIC SCHOOL LAND 6462
L e e
TERMS OFFERED TERMS RECOMMENDED
Primary Term: 3 years Primary Term 3 years
Bonus/Acre: $150.00 Bonus/Acra $150.00
Rental/Acre: $5.00 Rental/Acre 3500
Royalty: 23% Royalty 23%
COMPARISONS
MF # Lesses Date Term  Bonus/Ac.  Rental/Ac.  Royalty  Distance
Last Leasa

Comments: Paid up rentals.

AR

Moprovet: P> 590

Tuesday, August 09, 2005



i

~

RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner
TO: Jerry Patterson, Commissioner DATE:  09-Aug-05
Larry Laine, Chief Clerk

Bill Warnick, General Counsel
Louis Renaud, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing ;/)
Peter Boone, Chief Geologist

Applicant:  Hallwood Energy II, L.P. County: CULBERSON
Prim. Term: 3 years Bonus/Acre $150.00
Royalty: 23% Rental/Acre $5.00

Consideration

Recommended: EV)—E}J Date: &.9.0%

Not Recommended:

Comments: Paid up rentals.

Lease Form

Recommended: 2_22# Date: @ ['g#' Z', ¢

Not Recommended:
Comments:

Louis Renaud, Deputy Commissioner Date: f — 7 - &/g

Recommended: % v

Not Recommended:

Joofs
Bill Warnick, General Counsel Date: ? [? o

Recommended: w
Not Recommended:

Larry Laine, Chief Clerk Date: £ / i/ é «

Approved: %

Not Approved:

Date: - e OS5







GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

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-105456
480 acres out of Sec. 23, Blk. 113, PSL
Culberson County, Texas

Dear Mr. Dorr:

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

Sincerely,

\ 4
.Dw?u 51 s
Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

MS/DR

Stephen F. Austin Building *+ 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 * 800-998-4GLO

www.glo.state.tx.us
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Date Filed: e bl

y E. Pattersoh, Commissioner
BY o it
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PLEASE
DO NOT STAPLE

TYPE OR PRINT IN INK

mr 105956

s \ SR

Very tﬁﬂ;'?c;ﬁﬁs, / (
(. : T e————

T Jack M. Oswalt av 1
Geologist, Surface Casing, TCEQ typed by TCEQ

DEPTH C SABLE-QUALITY GROUND WATERT E PROTECTEDMAV
PLEASE READ ALL INSTRUCTIONS ¢ ~ 2 7 aa
The information requested is essential in order for this agency o provide an appropriate response, Please allow for receipt of this form in our offices at leas! two aghafom
your operation begins. Due to the volume of these requests, at times, it may be difficult for us to handie telephone inquiries. Complete, keep the bottom sheet (gokdenrod) for
your flles, and maif the top 3 sheets of the 4-shest set of carbon-backed forms with a map 1o the address below. One sheet bearing our respanse will be retumed to you. Another
will be sent to the appropriale district office of the Railroad Commission. Individuals are entitied 1o request and review their personal information that the agency gathers on ils
forms. They may also have any emors in thek infarmation corrected. To review such information, contact us at 512/238-3282 If you have quesiions on how 1o fill oul this form
or aboul the Surface Casing program, please conlact us at 512/239-0515,
Surface Casing - MC 151 Date TCEQ File No.: SC- L
TCEQ
P.O. Box 13087 f——— o ——— — —— o — — — —
Austin, TX 78711-3087 | |
: o : — ]
tx( ||'i| ;\-lf’]”jl‘}'.’f ||\ "J iJ_'.‘ ‘(..‘l 1; I
Name of person preparing this requesl & phone No. (with area code) I o J
r \‘\ \'t e l Ve sl 1 Ig |
AWWNOAA v iioltuie, LLC |?, I
Company {operalo{.’% name ason RRC form W-1) J 3
A0 Rawling . ok 15oe e l
Mailing Address oy I a |2 I
[ 11 0T S [ X ¢ [ O g . | [
Gity and State ZIP Code L i N NS Nal STEPRRY | Al
ALWAYS INCLUDE A MAP SHOWING YOUR WELL SITE AND ALL SURROUNDING SURVEYS
T 1 = Al N =
COUNTY _ (Ut _f} LEITSAE) Survey Name Clock L fulilic Sclical Larid
Block No. | [ Township Section or Survey No. <3 (or) Lot No.
Abstract Na. A- _(i%/ (7] LEASE Name Harr,300 S[late WellNo. _/- 77
Distances, in feet, and direclions measured at right angles from each of two intersecting [J Section or ] Survey lines —
(NOT LEASELINES) __ \ -\ (. ¢] feetfrom __ e il lineand ___ D14 feet from _\AJC54”Lline.
Distance (in miles) and direction from a nearby town in this Caunty (name the town) ikl ﬁ 7"“>i
‘—.'Hn.l!"" Wi Hllud 57 tremn (irla. TX -
THE ABOVE INFORMATION IN THIS BLOCK' MUST BE COMPLETE AND CORRECT )
APl # RRC Lease No. RRC Dist. No. __| ‘q
GPS Coord.(long/lat or X-Y state plane) 1(0¢] [ 7L DS Tw) ( L. e ) 2705907 °A (Lat] nap 277
Elevation LIl Total Depth (o], "20 " GeologicFm. at T.D. __[Ja\/niiian
Purpose of the Request : @ New Drill O Re-entry ~ O Plug & Abandon O Other (specify)
Is this an amended request? 0O Yes " No Previous File No. for this well: SC-
O Log included of same or nearby well (The applicable type of well log that shows the aquifers.) Please provide a location map or API# for
attached log
ALWAYS atlach the electric log of any well that is to be reentered.
Additional remarks: e riait? g
e e ————— e e —————— e e
i To protect usable-quality ground water al this location, the TEXAS COMMISSION ON ENVIRONMENTAL QUALITY recommends:
1
|
1
; CO-CULBERSON.SUR-PSL,BLK~113 ,5EC=-23 ,1L.SE~-HARRISON STATE, #9/RUSTLEE.375
'
: The intexval from the land surface to the base of the RUSTLEI
; which is estimated, to occcur .at a depth of 375 feet, must be protected.
w
&
3
w3
Euw
o w
=]
=g
b=
o¢
Z
oR
1
L]
1

NOTE: Unless stated otherwise, this recommendation is intended to apply only lo the subject well and nol lor area-wide use. Approval of the well-completion
methaods for protection of this ground waler falls under the jurisdiction of the Railroad Commission of Texas. This recommendation Is Intended for normal drilling,
production, and plugging operations only. It does not apply to saitwater disposal operations into a nonproductive zone (RRC Form W-14),

TCEQ-0051 (Rev. 02-13-2003)



@7/15/2888 18:59 2143338226 HALLWOOD PETROLEUM PAGE B4/85

APPLICATION FOR ALTERNATE SURFACE CASING PROGRAM m
Statewide Rule 13(b)(2){g)
RRC District 8/8A

Operators Name and Adc ress: Leage: Harrison Stale | Well No.: 1-23
Field:

g Drilling Permit No.:

;?.tﬂfi';';‘;;’;‘“ P County: Culberson [ RRC District: 08
Location: Sec. 23 Block 113 Sur. Twp.

Proposed TD: 14,786

Distance and Directici from nearest town: 42.3 miles NW from Pecos.
Proposed Injection or disposal well? Cves [KNo NOTE: Special conditions may apply. See PROVISIONS below.

Usable-quality water strata (as determined by TCEQ.~" Note: Please submit copy of TCEQ “Waterboard”

“Waterboard" letter) oceur to a depth of ___375 ft, and letter with thils request, Request cannot be
om ftio ft. and from R . processed without this information.

Distance and direction of nearest water well (within %4 mile): No water well within % mile,
Type of water well (clomestig, public, irrigation, stock, ete.): Depth:

Proposed Casing and Cementing Program
Note: You may attach a wellbore diagram or cemanting proposal to this application.
This application is fo- (check applicable boxes): [CJIShort surface casing [Kexcess surface casing  [no surface casing

The proposed surface casing depth: 2,500' Multi-Stage tool depth (if applicable): 450"

Intermediate or prod.iction casing depth: 8,500 Multi-Stage tool depth (if applicable): NJA
Centralizer number sind placement: 18 - Every 4" [oint.

Doas the cement aciuss the critical zone have 72-hr compressive strength of at least 1,200 psi? Hves [CONo
Does the flller cement have 24-hr compressive strangth of at least 250 psi? [dYes [N
Do you plan on circulating cement to the surface or all casing strings protecting usable-guality water? [BJYes CNo

Reason for this requast: SC set deeper for casing :seat,

PROVISIONS. APPLICIBLE 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 denled unless
surface casing is set and cemented Lhrough 21l zones of usable-quality groundwater.

2. Centralizers must be used through all usable-quality waters, Refer to Rule 13(b)(2XF).

3.  Notlify District Ciffice B hours prior to setting cising.

Signature: LQ\LL@LL__&ML Print Name: Melissa Clark Date: 07.09.08 Phone: 214,383.0236

IF CEMENT IS NOT CIRCULATED TO THE GROUND SURFACE AS REQUIRED BY THIS EXCEPTION, YOU MUST
IMMEDIATELY CONTACT THE DISTRICT 8/8A OFFICE AT 432-684-5581, AND FOLLOW THE PROCEDURES AS
SET OUT IN RULE 13(B)(2)(¢)(lll) OR AS RECOMMENDED BY THE DISTRICT OFFICE.

/i

]

RRC District Offica Action: 1/ atkh N / /
[JApproved [JApproved as Modified [JDenied | By: ALY Gu ™ Date: 7/ 4/ &
RRC Use Onlyp l l : l 7/ i c.)‘l

'Rer;laﬂt.sfModiﬁcaﬁons:




File No. /77?'/755(/‘9/

7N ,nlﬁ]/ —

averind

=

Date Filed:=—7/ 20| HZ

{ = o sy
Jerry Pafterson, Commissioner

By. f:)\ﬁz\y/
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

March 26, 2009

Shirley Ryan-Ameller
Graves & Co.

1415 Louisiana, Suite 2100.
Houston, TX 77002

RE: GLO Assignment ID # 6746
Dear Ms. Ameller,

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
- 15™ 2008, from Hallwood Energy, LP, as Assignor, to FE| 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,

Gl gl

Beverly Boyd
Mineral Leasing
Energy Resources
512-463-6521

MF 105 U5(
\65 848

)@‘i%g -D 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.te.us



: Exhibit "A"

GLO ID County Lease
6746 Reeves MF 105456
6746 Reeves MF105848
6746 Reeves - Free Royalty Leases MF109898

Thursday, March 26, 2009
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FILE # 5716
-_ TIREE——
ASSIGNMENT, CONVEYANCE AND BILL OF SALE
(SECTION 3.3 INITIAL MILESTONE)
STATE OF TEXAS §
COUNTY OF REEVES §

This ASSIGNMENT, CONVEYANCE AND BILL OF SALE (this “Assignment™) dated
October 1, 2008, is from HALLWOOD ENERGY, L.P., a Delaware limited partnership
(“Assignor’™), with offices at 3710 Rawlins, Suite 1500, Dallas, Texas 75219, to
FEI SHALE L.P.. a Delaware limited partnership (“Assignee™), with offices at c/o 2000 888 3™
St. S.W., Calgary, Alberta, Canada T2P 5CS5, upon and subject to the following terms and
conditions:

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

“Acquisition Agreement” means that certain Acquisition and Farmout Agreement
dated as of June9, 2008, by and among Assignee, Assignor, Hallwood Gathering, L.P.,
Hallwood Petroleum, LLC, and Hallwood SWD, LLC, as heretofore amended, supplemented,
restated or otherwise modified from time to time.

“Applicable Percentage” means that percentage of the Assets which, when
combined with the interests in the Assets previously assigned to Assignee pursuant to the
Acquisition Agreement, will result in the ownership of the Assets to be held in the following
proportions: 80% by Assignor, and 20% by Assignee.

“Assets” means (i) the Subject Properties and (i) the Related Properties, but
specifically excluded from the term “Assets”™ and the transactions contemplated by this
Assignment are the Excluded Interests and Assignor’s (x) real property assets located in the State
of Nevada and (y) corporate offices located in Dallas, Texas and production offices located in
Searcy. Arkansas and Lafayette, Louisiana, including associated leasehold interests, real property
and furniture, fixtures and equipment.

“Disposition™ means the sale, exchange, conveyance, assignment, transfer,
farm-out or other disposition 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, sale, transfer, disposition
or otherwise), whether imposed by agreement, understanding, law or otherwise, except those
arising under applicable federal or state securities laws.

886356 0001 WEST 6310774 v| Page |
True and Correct
copy of
Original filed in
Reeves County
Clerks Office

LR ] - see See LR ]
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“Equipment”™ means all equipment, fixtures, physical facilities or interests therein
(including but not limited to gathering lines, pipelines, and gas plants but excluding the
Hallwood Gathering System) of every type and description.

“Excluded Interests” means (i) the Hallwood Gathering System and (ii) that
portion of the Assets with respect to which Assignor conveyed an undivided 33.33% of
Assignor’s interest to Assignee pursuant to Section 3.2 of the Acquisition Agreement on or
before the date of this Assignment, which Assets are more particularly described in Exhibit B
attached hereto and incorporated herein by reference.

“Governmental Entity” means any federal. state, municipal, domestic or foreign
court, tribunal, administrative agency, department, commission, board, bureau or other

governmental authority or instrumentality.

“Hallwood Gathering System™ is defined in the Acquisition Agreement.

“Hydrocarbons™ means oil, natural gas and/or other liquid and gaseous
hydrocarbon substances (including shale gas) or any combination thereof.

“0il and Gas Contracts” means all area of mutual interest agreements, farmout or
farmin agreements, bottom hole or acreage contribution agreements, operating agreements, unit
agreements, unit operating agreements, water flood agreements, unitization declarations or
orders, joint venture, exploration, participation or acquisition agreements, division orders.
Production Sales Agreements, exchange, processing, gathering or transportation agreements,
easements and rights-of-way, salt water disposal agreements, surface leases and surface use
agreements, water leases and water usage rights and all other contracts and agreements affecting
or relating to the ownership or operation of any Oil and Gas Properties or the Disposition of
Hydrocarbons produced therefrom.

“0il_and Gas Leases” means oil, gas and mineral leases, oil and gas leases,
subleases, assignments of operating rights and similar agreements, and any extensions and
renewals thereof.

*0il and Gas Properties™ means (i) Oil and Gas Leases and (ii) all other oil, gas or
mineral properties, mineral servitudes and mineral rights of any kind (including, without
limitation, mineral fee interests, overriding royalty and royalty interests, net profits interests, oil
payment interest, production payment interest and other types of mineral interests).

“Permitted Encumbrances™ is defined in the Acquisition Agreement.

“Person™ means an individual, partnership. corporation, association, limited
liability company, joint stock company. trust, joint venture, unincorporated organization. or
Governmental Entity (or any department, agency. or political subdivision thereof).

“Production Sales Agreements” is defined in the Acquisition Agreement.

861560001 WEST 6110774 51 Pagc 2
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“Records" means all geographical and geophysical maps, seismic data and
information, records, land records, division orders, production files and all other records and
files.

"Related Properties” means, at any date, with respect to the Subject Propertics, a
corresponding interest in and to all other property (tangible or intangible), rights and interests
incident to the ownership and operation thereof, including without limitation, (1) all presently
existing and valid unitization and pooling declarations, agreements, and/or orders and the
contractual right to the properties covered in the units created thereby (including all units formed
under orders, regulations, rules, or other official acts of any Governmental Entity having
Jjurisdiction) insofar as the same relate to or affect the Subject Properties , except to the extent
such properties constitute Subject Properties: (i) all Equipment, goods and other personal
property insofar as the same are located on or used or held for use in connection with the Subject
Properties: (ii1) all Oil and Gas Contracts insofar as the same relate to the Subject Properties; (iv)
all permits, franchises 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 possession and transferable without
material restriction on, or payment of a transfer or licensing fee by, the transferee (unless
Assignee for its own account agrees to observe any such restriction or pay any such fee if
Assignee cannot, through the exercise of reasonable commercial efforts, obtain a waiver thereof
if requested to do so by Assignee), all Seismic Data jointly owned by Assignor with, or licensed
by Assignor from, other Persons; and (vi) the Records related thereto.

“Seismic Data™ means, to the extent covering or affecting the Subject Properties,
all seismic, geological and geophysical data, together with Assignor’s proprietary interpretations
thereof.

“Subject Properties™ means all of Assignor’s rights, title and interests in and to the
Oil and Gas Properties described in Exhibit A attached hereto and incorporated herein by
reference for all purposes.

2. Assignment.  For Ten Dollars ($10.00) and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, Assignor hereby
transfers, grants, conveys and assigns the Applicable Percentage of the Assets to Assignee,
effective as of the Effective Date. The properties, rights and interests being conveyed to

Assignee pursuant to this Assignment are sometimes referred to herein as the “Assigned
Interests”.

3 Further Assurances. Assignor agrees to execute and deliver such other 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. Furthermore, in the
event that, under applicable federal or state statutes or regulations or by virtue of contractual
obligations, a separate assignment of any of the Assigned Interests is required to be executed by
Assignor on an approved form or on a separately executed instrument, such separate assignment
shall be so executed on such approved forms or on such separate assignment in sufficient
counterparts to satisfy any such statutory, regulatory or contractual 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

6861560001 WEST 6110774 vi Pagc 3
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heretofore given or made in respect of any of the Assigned Interests. and Assignor hereby
assigns and conveys to Assignee all such covenants and warranties and all of Assignor’s rights
thereunder which relate to the Assigned Interests.

5 Warranties. This Assignment is made without covenant or warranty of any kind
except that, subject to Permitted Encumbrances. (i) Assignor warrants title to the Assigned
Interests, by, through or under Assignor, but not otherwise, and (ii) Assignor warrants that the
Assigned Interests are free and clear of all Encumbrances. Additionally, to the extent that this
Assignment constitutes an assignment of personal property or fixtures, Assignor expressly
disclaims and negates (a) ANY [IMPLIED OR EXPRESS WARRANTY OF
MERCHANTABILITY, (b) ANY IMPLIED OR EXPRESS WARRANTY OF FITNESS FOR
A PARTICULAR PURPOSE, and (c) ANY IMPLIED OR EXPRESS WARRANTY OF
CONFORMITY TO MODELS OR SAMPLES OF MATERIAL.

6. Acquisition Agreement. This Assignment is expressly made subject to the terms
and provisions of the Acquisition Agreement.

7 Successors and Assigns. This Assignment shall bind and inure to the benefit of
Assignor and Assignee and their respective successors and assigns.

TO HAVE AND TO HOLD the Assigned Interests unto Assignee, its successors and
assigns forever.

[Signature Page Follows]
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EXECUTED as of the date set out above, but effective as of the Effective Date.
ASSIGNOR:
HALLWOOD ENERGY, L.P.

By:  Hallwood Energy Management, LLC,
its general partner

By: ( %m/&?"

Name:
Title: CFO/Secretary

ASSIGNEE:

FEI'SHALE L.P.

By:  FEIl Shale GP
its general paj

Admimistratiin

[Signature Page to Assignment)

True and Correct
7 copy of
a%» Original filed in
U5/ Reeves County
P Clerks Office
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STATE OF TEXAS §
§
COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me onDecember 15 , 2008 by
Tony Strehlow . CFO/Secretary of Hallwood 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 of said limited partnership.

GIVEN UNDER MY HAND AND SEAL OF OFFICE. this the 15 day of December
2008.

NOTARY PUBLIC. State of Texas
Katrissa L. Chappell

My commission expires:
01/13/2010

PROVINCE OF ALBERTA §
§
COUNTRY OF CANADA § <
The foregoing instrument was acknowledged before me cm’&} el [ /“ . 2008 by
Shirley Rattray, Team Leader, Contracts and Lease Administration of FEI Shale GP Inc.. a
Delaware corporation, in its capacity as general partner of FEI Shale L.P., a Delaware limited
partnership, on behalf of said limited partnership.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the {2 day off JQZCJ&} &

2008.

\

NOTARY PUBLIC, Province of Adberta

DEAN W. McCLUSKEY
BAMRISTER & SOLICITOR

My commission expires:
At the pleasure of Her Majesty Queen Elizabeth 11

[Notarization Page to Assignment

; N copy of
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Exhibit A

Attached to and made a part of that certain Assignment, Conveyance and Bill of Sale (Section
3.3 Initial Milestone), dated effective June 9, 2008, between Hallwood Energy, L.P. as Assignor,
and FEI Shale L.P. as Assignee.

OR U A DA e ORD
B PD
James O. Griffin, Jr. REEVES 10/15/2004 687/456 -
Ronald G. Griffin REEVES 10/15/2004 687/460
Donita Griffin Hunter REEVES 10/15/2004 687/464
Rex C. Griffin, Jr. REEVES 10/15/2004 687/468 |
Jocelyn McAlpine Greeman, et al REEVES 10/25/2004 694/556
State of Texas REEVES | 10/25/2004 694/556
Jocelyn McAlpine Greeman, et al REEVES 10/25/2004 | 694/570 T
State of Texas | REEVES | 10/252004 |  694/570 |
Clifford Robertson, Il REEVES 10/25/2004 694/791
~ Clifford Robertson, |1i REEVES 11/1/2004 | 694/591 ]
r "~ Carol Hall Majziin ~ REEVES 10/25/2004 604/587
Clifford P. Robertson REEVES | 10/25/2004 696/212
State of Texas REEVES 10/25/2004 696/212 |
Joseph S. Billeiter REEVES 12/10/2004 696/537 |
David J. Billeiter | REEVES 12/10/2004 696/541 |
"~ Lisa Ann Hughes REEVES 12/10/2004 696/545 i
i Bessie V_Hays REEVES 12/10/2004 | 696/549
David H. Mitchell, Jr REEVES 12/10/2004 | 696/553
Betty B. Armstrong | REEVES 12/10/2004 696/557
Dorothy Jean Hill REEVES 12/10/2004 696/561
Diana J. McCabe REEVES 12/10/2004 696/565
Peter Craig Billeiter REEVES 12/10/2004 696/569
Charles W. Benson REEVES 1/5/2005 697/38
b State of Texas  REEVES ~ 1/5/2005 697/38848 | l
David Sheiton REEVES 1/5/2005 697/48
Eugenia Benson | REEVES 1/5/2005 697/58 j
X State of Texas REEVES 1/5/2005 697/58468 !
Mary Ann Shelton REEVES 1/5/2005 697/68
Harrison Trust REEVES 4/27/2005 699/29
5 State of Texas REEVES 4/27/2005 699/29 |
~_ Jocelyn McAlpine Greeman REEVES 10/25/2004 699/340
A.R. Eppenauer, Ill | REEVES 3/28/2005 699/58
| Edwin H. Eppenauer REEVES 3/28/2005 699/58
_George Brackenridge Foundation ~ REEVES 11/7/2005 717/130
X State of Texas REEVES 11/7/2005 717130 |
Michael D. Leonard Trustee REEVES 9/30/2005 718/498
State of Texas REEVES 5/3/2005 718/498&508 |
Carolyn Crockett Bell | REEVES 9/30/2005 718/508

REEVES CO. TX - - EXHIBIT A
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EXHIBIT B
EXCLUDED INTERESTS
The “Assets”, as such term is defined in any instrument captioned “Assignment, Conveyance and
Bill of Sale (Section 3.2)" and executed by Assignor and Assignee on or prior to the date hereof,

specifically including the Oil and Gas Properties described below to the extent covered by the
Proration Units established for the following Wells:

"Harrison 56-38-#3 Re-entryfre-drill | R111-1 Harrison Trust 4/27/2005 | REEVES | 699/29
Limited to Section 38, Block 56,
T&P RR Co. Survey R111-2 State of Texas 4/27/2005 REEVES 699/29
Brackenridge State 57-44 #1 R1131 George Brackenridge 11/7/2005 | REEVES | 717130
Section 44 Block 57 PSL Survey Foundation
105348 R113-1 State of Texas 11/7/2005 | REEVES | 717/130
Robertson 71 R106-1 Jocelyn McAlpine 10/25/2004 | REEVES | 694/570
Section 15 Block 71 PSL Survey Greeman, et al
/0 of ?42 R106-2 State of Texas 10/25/2004 | REEVES | 694/570
Robertson 265 #1 ST R101-1 Carol Hall Majzlin 10/25/2004 | REEVES | 694-791
WSROy, R101-2 Jocelyn McAipine 10/25/2004 | REEVES | 699/340 |
Greeman
R101-3 Clifford Robertson, IlI 10/25/2004 | REEVES | 694/587
Pelican Ranch #2 SWD R101-1 Carol Hall Majzlin 10/25/2004 | REEVES 694/791
~ R101-2 Joyce M. Greeman 10/25/2004 | REEVES | 699/340 |
R101-3 Clifford Robertson, ll| 10/25/2004 | REEVES 694.'587__

e e

\

-— = - -
OR USE OF THE DERCRIBED AEAL PROPENTY BECAUSE OF OOLOR
O WACE S HAVRLID AN UNENFORCEABLE UNEER FEDERAL
"

FiLef D716
FILED FOR RECORD ON THE  23RD paY 0oF DECEMBER A.D. 2008 2:29 P M.
DULY RECORDED [ON THE-, 29TH paY oF DECEMBER A.D. 2008 10:00 A M.
{ [ : | DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK
: Bv.i:('[ﬂil\ : QDJ) ,
] .
| = . - e e — e
% of ’\ copy Of
{‘EK./?\\ -_"--.(;.na"fi’-eﬁ in
T see swe oo ;\\“- "_‘- .oves County
2 15 & . 3 Crerks Office
g EeT LY Linae” E.
- - - -



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the

original record now in my lawful custody and possession, as the same is

filed/recorded in the public records of my office, found in VOL. 811

PAGE_326. THRU ICIAL PUBLIC
RECCRDS

I hereby certifiedon 12 /30/2008

DIANNE O. FLOREZ, C!




GRAVES & CO.

The Energy Transaction Specialists

January 16, 2009
Ms. Beverly Boyd
Texas General Land Office
1700 N. Congress
Austin, TX 78701
" Re: HALLWOOD ENERGY, LP
Dear Ms. Boyd:

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 Sale (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 let us know if we should provide anything additionally at this time.

Regards,

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
L] L] LR
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Graves & Co.

sos2
. Commissioner of Texas General Land Office 1/16/2009
. Date Type Reference Original Amt. Balance Due %@wn Pq . Payment
. 1/116/2009  BiIll fort/11609 50.00 50.00 el o

c| 5000 ,
Check Amount 50.00 geee*

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

A9 o 5000



| (2/19/2009) Beverly Boyd - RE: Mineral number request please Page 1 ]

. .

) From: "Shirley Ryan" <sryan@graves-co.com>
To: "Beverly Boyd" <Beverly. Boyd@GLO.STATE. TX.US>
CC: <gdarnell@graves-co.com>

. Date: 2/10/2009 12:44 PM
Subject: 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 | apologize for the errors that have made your
work more cumbersome. | 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, | 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
2100 Wedge International Tower
1415 Louisiana

Houston, Texas 77002

Ofc:  713/650-0811

Fax: 713/650-0840

sryan@graves-co.com

WwWw.graves-co.com



\ (2/19/2009) Beverly Boyd - RE: Mineral number request please Page 2 i

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 prohibited. 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: 2/. 2/67

To:

@3441 —MM From: Zw

Company: Sender’s Fax No..é S72- %é 3 -¢5Z 4
FaxNo.: /13 - (& 56 - L9 ¥O Sender’s Phone No.:

Phone No.: Pages: @
Re: jdu, %%&W

Notes:

W T tracts At are se_

s A

V4==1 f\%%Cfﬂ
ol Caporas
¥ &

The information in this facsimile 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 are hereby notified that any
dissemination, distribution or copying of this communication is strictly prohibited. If you received this communication in error,
please notify us immediately by telephone and return the original message to us at the address below via the U.S. Postal Service.

1700 North Congress Ave. ® Austin, Texas 78701-1495
P.O. Box 12873 = Austin, Texas 78711-2873
512-463-5001 » 1-800-998-4GLO
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PERRY & PERRY, INC.

DRAFT Qil and Gas Lease Purchase Report
WEST REEVES PROSPECT
LESSOR: The Frost National Bank, Trustee for the A.R. Eppenauer Trusts | and 2;

ADDRESS:
TELEPHONE:
DEPOSITORY:
SSN OR TAX ID#:

and the Rachel L. Eppenauer Trusts A and B

P. O. Box 1600, San Antonio, Texas 78296-1400

LEASE DATE: 3/10/2005  EFFECTIVE DATE: 3/10/2005  EXPIRATION DATE: 3/10/2010

PRIMARY TERM: Syr ROYALTY: 22.50% RENTALS: Paid up

LESSEE: Perry & Perry, Inc.

CLIENT: Hallwood Energy

COUNTY: Reeves d STATE: Texas

DESCRIPTION: TR I: All of Section 18, Block 55, T&P RR Survey, TWP-7 (680 acres) = Y2 15 3% ¥ » Nolewse Mo pecntfs

e ‘9 .

TR 2: All of Section 14, Block 56, T&P RR Survey, TWP-7 (732.35acres) ~ = 5023 » M “
TR 3: N/2 NW/4 and the E72 of Section 30, Block 56, T&P RR Survey, TWP-7 (494 acres) — &2 156@2& % 4
TR 4: NE/4 Section 22, Block 57, T&P RR Survey, TWP-7, 3 — -
gy A BT, V5% V-~ S,
SAVE & EXCEPT 40.00 acres, being the NE/4 NE/4 - (NE/4 s/e 40 ac). (139.5 acres) /
TR 5: All of Section 2, Block 56, T&P RR Survey, TWP-8 (697 acres) — - | GO 2] w

TR 6: East Three-quarters (E 3/4) of Section 8, Block 56, T&P RR Survey, TWP-8 (547 acres) = K& | SQ 30>
TR 7: The South 519 acres of Section 20 (5/519), Block 56, T&P RR Survey, TWP-8 (519 acres) — F |50 &3 —>

14

AL

113

i3]

TR 8: The East 527 acres of Section 30, Block 56, T&P RR Survey, TWP-8 (27 acres) =~ F@ 150¢32 - o] [P W‘%
TR 9: E/4 of Section 3, Block C-11, PSL Surveys (160 acres) —— {1 l::‘ct‘:é@-ﬁ ™M VoL
TR 10: All of Section 7, Block 51, T&P RR Survey, TWP-8, (640 acres) — PR 1SEllE — Soliase el

TR 11a: E/2 of Section 188, Block 13, H&GN RR Co. Survey (320.0 acres) mfﬂ\hgk

TR 11b: $/2 NW/4; N/2 SW/4, less and except that certain 2.5 acres, more or less out of the southwest comer of the 572
NW/4, and more fully described in that certain Deed recorded in Vol. 43, page 539, Deed Records, and further excepting

that certain 3.00 acres of land, more or less and being a part of that certain strip of land, the West line of which bounds

the West line of the S/2NW/4 and N/25W/4 of Section 188 and conveyed for Railroad purposes pursuant to that certain

Deed recorded in Vol. 24, page 376, Deed Records, all lands being a part of Section 188, Block 13, H&GN RR Co.

Survey (154.5 acres)

TR 12a: $/2 NE/4 of Section 248, Block 13, H&GN RR Co, Survey (80 acres) =& (SO Gi| = “w
TR 12b: $/2 E3/4 of Section 248, Block 13, H&GN RR Co. Survey (240 acres) -~ MUQE_ =

A5 {-?'[""VM

lo
S

N




GLO | Energy Resources Page 1 of 1

Free Royalty Leasing

Contact Info

Alternative Fuels If you have a question that can't be answered by reading through

Eﬁ?g—“‘m’ = the Natural Resource Code, our staff would be happy to assist you:
Energy Marketing

gg;‘;’,j'; mng P Please send all correspondence related to

State Power Program Free Royalty leasing,

Sustainable Energy including certified copies of leases, to:

Related Links
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 512-475-1534
Daryl Morgan 512-305-9106

Free Royalty Leasing | Hard Minerals | HROW Leasing
Oil Field Development | Pooling | RAL Leasing
Sealed Bid Sales | Seismic Permitting

Mineral Leasing | Energy Home | 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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OIL AND GAS LEASE memo Sat il
?ﬁm@n&b
THIS AGREEMENT made this 10th day of March, 2005, by and between THE FROST NATIONAL
BANK, Trustee for the A.R. Eppenauver Trusts 1 and 2 Account No, F0564700; and the Rachel 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 Perry and Perry Inc., whose address is 214 W. Texas, Suite 1200, Midland, Texas
79702, as Lessee,

WITNESSETH: -

1. Lessar, in consideration of Ten and No/100 Dollars (310.00) and other good and valuable
consideration in hand paid, the receipt of which is hereby acknowledged, of the royalties herein provided, and of the
covenants, agreements and obligations hereinafter contained on the part 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 all 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 thereon to produce, save, take care of, treat, store, transport and own said products, all of
Lessor's interest in those certain lands situated in Reeves County, Texas, and described as follows (“'said lands"), to-
wit:

See Attachment for Exhibit A, and made a part hereof;

This lease is expressly made subject to any and all instruments affecting said lands as reflected by the
records of Reeves County, Texas, 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 long thercafter as oil or gas is produced from said lands,
or from lands pooled therewith, in paying quantities or this lease is maintained in force by virtue of some other
provision hereof. If prior to discovery and production of oil or gas on said lands, or on lands pooled therewith,
Lessee should drill a dry hole or holes 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 Lessce commences drilling or reworking
operations within one hundred twenty (120) days thereafter or, if it be within the primary term, commences or
resumes the payment or tender of rentals as provided for hercin or commences drilling or reworking operations on
or before the rental paying date next ensuing after the expiration of thirty (30) days from the date of completion of
the dry hole or cessation of production. If within thirty (30) days prior to the expiration of the 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 all such production 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 are prosecuted
in good faith and in a workmanlike 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 other 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. If at the expiration of the primary term of this lease oil or gas is not being produced from said
lands, or from lands pooled therewith, but Lessee is then engaged in drilling or reworking operations thereon or
Lessce shall have completed a well thercon within one hundred twenty (120) days prior to the end of the primary
term then this lease shall remain in force so long as operations on such well or drilling or reworking operations on
any additional well are prosecuted in good faith and in a workmanlike manner with no cessation of more than one
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, subject,
however, to the other provisions hereof.

(b) Notwithstanding any of the provisions of Subparagraph (a) above to the contrary, in order to
maintain this lease in force and effect after the primary term as to such of said lands not then ascribed 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 program 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 the last well drilled on said lands within the primary
term. Upon Lessee's failure to continuously drill wells after the primary term in accordance with the 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 and
retained by Lessee under the terms of this lease.



/% GRAVES & CO.

The Energy Transaction Specialists

January 16, 2009

Ms. Beverly Boyd

Texas General Land Office

1700 N. Congress

Austin, TX 78701

" Re: HALLWOOD ENERGY, LP
Dear Ms. Boyd:

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:

' Assignment, Conveyance and Bill of Sale (Section 3.2)

OPR Book 811 Page 334 thru341 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 let us know if we should provide anything additionally at this time.

Regards,

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
L] . . :
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Graves & Co.

2100 Wedge International Tower
WWW.Jraves-Co.com

1415 Louisiana

Houston, Texas 77002

Phone: (713) 650-081 |

Fax:  (713) 650-0840

FACSIMILE TRANSMITTAL SHEET

TO: BEVERLY BOYD FROM:: SHIRLEY s RYAN-AMELLER

COMPANY. GENERAL LAND OFFICE

FAX NUMBER:

TOTAL NO. OF PAGES [INCLUDING COVER):
512.475.1543 ', '

18

RE: EPPENAUER LEASE . SR e

DURGENT DIFOR REVIEW DCIPLEASE:COMMENT CIPLEASE REPLY [IPLEASE RECYCLE

NOTES/COMMENTS:

Hi Beverly,

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

Shirley

THIS MESSAGE 15 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 APPLICARLE LAW. IF THE READER OF THIS
MESSAGE IS NOT THE INTENDED RECIPIENT, OR THE EMPLOYEE OR AGENT RESFONSIALE FOR DELIVERING THE MESSAGE TO THE
INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISSEMINATION, DISTRIBUTION, FORWARDING, OR COPYING OF THIS
COMMUNICATION IS STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS COMMUNICATION IN ERROR, PLEASE NOTIFY THT SENDER
IMMEDIATELY BY EMAIL OR TELEPHONE, AND DESTROY THE ORIGINAL MRESSAGE IMMEDIATELY. THANK YOU,

e1/17
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g91/29/2889 14:86 7136500848 GRAVES & CO.
H NEW [JREVISED O SUPPLEMENT
[AFE TLE: AFE NUMBER: REV/SUPP NO.
Texas lLeasehold Purchase 110202
LEGAL DESCRIPTION; PROPERTY NUMBER:
Reeveg County, Texas
FIELD; CoOUNTY: STATE:
WELL NUMBER:
111002
Barnett Shale/Woodford Reeves Texas
TOPERATOR: AFE CLASSIFICATION: COMMENCEMENT DATE: COMPLETION DATE:
Hallwood Energy, L.P. Undevelecped LHC 6/1/08 12/31/08

BESCRIPTION (inciuging AF € history il reviaion o supploment);

Acquire proportionate share of renewal lease covering 5280 net acres @$250/acre (40%
Hallwood, 60% CHK)
Pay proportionate share of delay rentals
Pay brckerage costs for leasing acreage
GROSS SHARE
PROJECT COST DESCRIPTION PROJECT COSTS PARTICIPANTS PERCENTAGE OF COSTS
Lease bonus, brokerage 600,000 Hallwood Energy, L.P. 66.67% $400,020
costs, recording, title FEI Shale, LP 33.33% 8199, 980
woxrk
AFE TOTAL $600,000 AFE TOTALS 100% $600,000
PARTICIPANT APPROVAL
DATE:
PARTICIPANT NAME:
MANAGEMENT APPROVAL MANAGEMENT APPROVAL PARTICIPANT ADDRESS:
William H. Marble Russell P. Meduna
VP - Engineering & Land VP - Operations
SIGNATURE DATE | SIGNATURE DATE PARTICIPANT INTEREST;
e .
Fihs s
MANAGEMENT APPROVAL MANAGEMENT APPROYAL APPROVED BY (Authanized Signature):
Tony Strehlow William L. Guzzetti
Chief Financial Officer President /
GIGNATURE DATE ELECTION OF CONTROUBLOW OUT INSURANCE:
A . Accepts HEC's Insurance Policy
) N — Rejects HEC's Insurance Pollcy
/ / éh /f (Corificata Attached)
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Inv #: . Vendor #: Vendor Name: C Hle

Inv Dt: 7]2. 11 OY  Trans bt: Inv. Total: & 5283, 448 . 49

Due Dt: _ K/ |4 ' 0% Total Below: S 4148459

Acct#/ Sub Well # or Name: AFE Name: AFE # Deck Amount

Description:

Eopognhane, % 111007 Tepss. ) eadald 52%.498.91
& 1)020 2~

Special Instructions: olease e Mo cle ok N Toha
| J N

Prepared By/Date:

Approved By/Date:

A v N (T Y

[P OBl (OR

Entered By/Date:
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July 21, 2008
VIA CERTIFIED MAIL (7004 2510 0000 3928 3994)

Mr. John Hott

Hallwood Energy, L.P,

3710 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:

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 5,830.35 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 this 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. Box 18496 » Oklahoma City, OK 73154-0496 » 6100 N, Western Avenue » Oklahoma City, OK 73118
405.879.1568 » fax 405.767.4251 » james.wimmler@chk.com
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esapeake Exploration, L.L.

. ames W Wimimler

Enclosures

g’ Hallwood hereby elects to participate in the acquisition of the Renewal l.ease.

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

HALLWOOD ENERGY, L.P.

Namex,
Title: jus’ﬂ - Jvens Fla
Date: L"(Cf/ / [//.JE,
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'J.'HIS AGREEMENT made this 17th day of Jume, 2008, by and between THE FROST NATIONAL
BANK, Trustee for the A.R. Eppenaner Trusts 1 and 2 Account No. F0564700; and the Rachel L, Eppenaner
Trusts A and B Acconnt No. F0676300, as Lessor, whose address is P.O. Box 1600, San Antonic, Bexar Connty,

Texas 78296-1400, and Chesapeake Exploration, LLC whose address is 6100 N, Western Avenue, Oklahoma City,
Oklahoma 73118, as Lessce,

WITNESSETH:

1. Lessor, in comsideration of Ten and No/100 Dollars ($10.00) and other good and valuable
consideration in hand paid, the receipt of which is hereby acknowledged, of the royalties herein provided, and of the
covenans, agreements and obligations hereinafter containad on the part of Lessee to be kspt and/or performed and
upon the conditions and with the limitations hereinafter set forth aud contained, kereby GRANTS, LEASES and
LETS exclusively uato said Lessee for the sole and only purpose of investigating, caploring, prospecting, drilling
and operating for, developing end producing oil and gaa (cil 20d gas, for all purposes of this lease, being defined to
include oil, 2as, crsinghead gas and the by-products thereof, sod such other hydrocarbon substances and sulphur as
are pecessarily produced with and jincidental to the production of oil asd/or gas) laying pipelines, building roads,
tanks, and electric lines thereon to produce, eave, take care of, troat, gtore, transport and owa said products, all of
Lessor’s interest in those certain lands sitnsted in Resves County, Texas, and described as follows (“said lands"), to-
it

See Attachment for Exhibit A, and made a part heceof;

This lease is axpressly madc subject to any and all instruments affecting said lands as reflested by the
records of Reeves County, Texas, a8 of tho date hereof to which roforoace is here made.,

2. () Subject to the other provisions herain contained, this leaze shall be for a term of three (2)
years from the date bereof (called "primary term™) and as long thereafter as oil or gas s produced from said lands, or
from lands pooled therewith, in paying guantities or this lease is maintained in force by virtue of some other
provision hercof If prior to discovery and production of oil or gas on said lands, or on lands pooled therewith,
Lossee should deill a dry hole or holes therson, or if after discovery and production of oil or pas the production.
thercof should censo from eny cauge, this lease shall not terminate if Lessce comumences drilling or reworking
operations within one hundred twenty (120) days thereafter or, if it be within the primary ters, commences or
reswmes the payment or tender of reutals as provided for herein or cornmences drilling or reworking operations on or
before the rental paying date next ensuing after the expiration of thirty (30) days from the date of completion of the
dry hole or cessation of production. If within thirty (30) days prior to the expiration of the primary texm bereof, or at
any time or from time 1o time after the expiration of the primary term hereof, oil or gzs is bejng produced from said
1ands, or from lands pooled thorowith, and all such production ceases and this lease i3 not otherwise continued in
force, this lease shall not termdnate if additional drilling or reworking operations are commenced or resumed on said
1mds, or on lands pooled therewith, within one lmndred twenty (120) days after such cessation of production, and
this lease shall contimue in force 50 long as any such operations on the seme or successive wells are prosecuted in
good faith and in a workmarclike mamner with no cessation of more than ope Iundred twenty (120) consecutive days;
and, if such operations result in production of oil er gas, then this lease shall, subject to the other provisions hereof,
continve in force as long thereafter as oil or gas is produced from said lands, or from lands pooled therewith, in
paying quantities. If at the expiration of the primary texm of this lease oil or ges is not being produced from said
lands, or from lands pooled therewith, but Lessee is then engaged in drilling or reworldng operations thereon or
Lossee shall have completed a well thereon within ono kundred twenty (120) days prior to the cnd of the primacy
term then this lease shall remain in force so long as operations on such well or drilling or reworking operations on.
mmy additional well are prosecuted in good faith and in a workmenlike manner with no cessation of more than one
hundred twenty (120) consecutive days; and, if any such operations result in production of oil or gas, 80 long
thereafter ns oil or gas is produced from said lands, or from lands pooled therewith, in paying quaatities, subject,
however, to the other provisions hereof

(b) Notwithstonding any of the provisions of Subparagraph (s) above to the confrary, in order to
maintain this lease in faroe and effect after the prigary temm as to such of said lands not then aseribed to a producing
+well or shut-in well pursnant to the provisions of Subparagraph (c) below, Lesses shall be required to comtinuously
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 copmencement of a subsequent all to the end that Lessee maintains a continuous
development program on said lands after the end of the primary termi. Comumencement 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
(i) onc lmdred twenty (120) days after completion of the last well drilled on said lands within the primary term.
Upon Lessee's failure to contizmously drill wells after the primary term in accordance with the above time scheduls,
the provisions of Subparagraph (a) above shall control the time for commencement of subasequent deilling and
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deepest produsing pexfomations in, to and under:

(€)) each well situated on said lands producing oil in paying quantities, together with forty
(40) contiguoue acres of said lands around each such well,

@ each well simated on said lands produciog gas in paying quantities, or capable of
producing gas in paying quantities with all shut-in royalties having becn pmid thercon,
together with one Iundred sixty (160) acres for wells sbove the depth of 8,000 feet; and
three humndred twenty (320) acres for wells below 8,000 foet,

() if the well is classified as a horizontal drainhole well by the Railroad Comunission, the
Production Unit shall be limited to the following maximum ameunt of acreage depending
on the length of the Iateral horizomtal draiphole displacement within the productive

formation:
Hotizontal Drainhole Horizontal Oil Well Horizontal Gas Well
Displacement
100° —1,500° 80 actres 160 acres
1,501 =3,000° 160 acres 320 acres
3,001° = 5,000 320 acres 640 acres
5,001" and lomger 640 acres 640 acres

1G] in the event pooling authority is pranted under the provisions of Paragraph 4 hereof, and
Lessee exerciscs such authority, each well producing oil or gas from a pooled unit in paying quantities, or if
a gas well, capable of producing gas in paying quantities with all shut-in payrents haviog been paid
thereon, togother with all of said lands included in such unit pursuant to the provisions of Paragraph 4 of
this Jease,

the acreage around oil wells and gas wells to be in 24 near the form of a square or rectangle as is practicable with the
well at all points being located at 2 Jegal spacing distence within its houndaries or at a Jocation approved by the
Railroad Commission of Texas. Notwithstanding the above, in the evens governmentn! muxthority having junsdiction
should prescribe a density pattern of a greater or Jesser oumber of acres than the nuwmber of acres specified above for
the drilling ot operation of a well at a regular location or for obtaining the maximum allowable production from the
category of well herein above gpecificd, then Lessea mazy, upon written notice to Lessor, retain around each such oil
well and each such gas well such mumber of acres out of the particular tract covered by this lease on which a well is
located as is so prescribed by governmental awthority but only from the surface down to 100 feet below the
stratigraphic equivalent of the deepest producing pecforations in the particular well as to which screage is ascribed
for production purposcs, Upon termination of this lease except as to each oil well and each gas well and the numbear
of acres hercinabove specified around each such well or included within a unit formed pursuant to the provisions of
Paragraph 4 hereof, each scparate tract ascribed to an oil well and each scparats tract aseribed to a gas well shall be
treated as & separate lease tract subject to the provisiens of this lease, and the continuation of this lease as to each
such separate lease tract shall be determined by the provisions of fhis lease applicd to each such separate lease tract.

(@ It is finther apreed and understood that in, the event this lease is in force and effect on the
date of the expiration of the primary texm, then on such ddte this lease shall no longer remain one lease covering the
entirety of all the Jands and subsurface rights herein above described, but rather shall be divided on such date into
three (3) cqual size, separate leases. In no event shall Lessee be obligated to sub-divide a specific survey tract in
onrder to create equality to the threo scparare leases required herein, but shall be obligated only to divide the acreage
in a mammer as to create three separata lease blocks in as near equality as is reasonably practical. From and after such
date, each such block or area ghall be treated as a separate lease that is subject to the provisiona hereof; the
continuation of this lease as to each such separate block or arca shall be determined by the application of the
provisions hersof to coch particular separate block or area, Within the padoed of thirty (30) deys imwediately
following the date of the expiration of the primary texm, Lesses ghall designato and file for record a plat and legal
description. of the particular acreage included within cach separate block or area, finmishing Lessor a copy of such
instrument. In the event of Lessee’s failure to timely designate and file such instrument, Lessor shall bave the right
to designate such acreage of record end the decision of Lessor in 5o doing shall be final and Lessee shall pay Lessor
the sum of $1,000.00 for each, such designation so filed by Lessor.

(o) Upon the occurrence of m:q) partial termination of this leass under the foregoing
Jn rarament throamoh the said lends and the deooths snd

——mesmlama T aann= nhall havia nad svnvsonlir rocorng
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mineral Lessee of depths or lands not then subject to this lease and to any party desiring to condnet geophysical
operations with respect to depths or lands nat then subject to this lease, and in the event Lessor assigns such
casement to any third party, Lessce herein shall look only to such third party, and not to Lessor, for any olaims, coats,
expenscs or damages occasjoned by such third party's use of the casement hetein reserved, specifically including, but
not limited to, any claims that such third party’s activities interfersd with or demeged Legsee's wells, resorves,
equipment, operations of other rights berzunder,

(63) In conducting any drilling, testing, producing, or reworking operation authorized herein,
Tessce shall not be allowed the usc of any existing abandoned wells and well bores located on the acreage coversd
hercby which were drilled for the purpose of explosing for and producing oil, gas or other minerals and were
subscquently abandoned and/or plagged, without express written consent of Lessor. A well shall be deemed to be
commenced under the terms of this lease on the date the dzill bit enters the earth for the drilling of a validly permitted
well. A well shall be deemed to be completed under the provisions of this lease (1) three days after the well reaches
total depth in the event no atterupt is made to complete the well as » producer of oil and/or gas by the running of
production, casing (2 dry hole) or (2) thirty (30) days after the date production. casing is cemented in the well (as
reflected by the cementing affidavit required to be filed with the Railroad Commission of Texas) in the cvent an
attempt is made to coraplete the well as a prodncer of oil and/or gas.

3. The royalties to be paid by Lessee are;

(2 On ell oil and op all liguid hydrocarbons extracted fom gas under the provisions of
Subparagraph (b) below, Twenty-Bve percent (25%) of that produced and saved from the said lands, the samo to be
delivered to Lessor into the atorape tanks or mto the pipelbme to which the wells may be ¢onnected, or, at Lessor's
option, such oil and lguid hydrocarbons shall be sold with Lessee's oil and liquid hydrocarbons at the same price
received by Lessee (but in no event for less than the value thercof), or, at Lessor's option, such products shall be
delivered to Lessor at the wells into taks or other receptacles to be furnished by Lessor. Lossor's options herounder
may be exercised fom time to time, and the exercise or failure to exercise an option at any time ghall not constitute a
waiver of Lessor's #ight to exercise further options.

(b) On gas produced from said lands, including casinghead gas and residue gas at the tailgate
of any plant through which gas produced from said lands may be processed, Twenty-five percent (25%) of the value
of the gas at tho place of use or sale by Lessee, or at Lessor's option, Twenty-five percent (25%) of the gas, in kind,
cither at the well or at the outlet side of the separator, hexeinaftor provided for, or at the tailgate of any plant through
which gas is processed. Prior to the use or sale of axy gas produced from said londs, Lessee ghall run such gas
through a field-type separator or other comparable equipment ordinarily used in the industry for the purpose of
separating, extracting and saving liquid and liquefinble hydrocerbons recoverable from the gas, and royalties shall be
payable on the remaining gas under the provisions of this Subparagraph (b) and royaltics on the extracted liquids
shall be payable under the provisions of Subparagraph (a) above; provided, however, Lessce shall not be required to
rua the gas through a fold-type separator or comparable equipment if the gas is to be processed in a recycling,
absorption, pressuring or other plant belonging wholly or in part to the Lessee or any affiliated or subsidiary
company, or if the Hquid hydrocarbon content of the gas is 5o small as to make the installation and cperation of ficld-
type separators or campatable equipment wmprofitable, or if the pressure of the gas is such that rucming the gas
throngh scparatoss or compatable cquipment would diménish the ability to scll and deliver the separated gas against
cxisting gathering system or pipeline pressures.

(c) On condensate and oll other products separated, extracted or msmmfactured fiom gas
produced from said lands by any extraction, absorption, pressuring or other plant belonging wholly or in part to
Lessee or any affiliated or subsidiary company, Twenty-five pooent (25%) of the market valac of all such
condensate and other products so separated, cxtroted, or mwanufactured, or, at Lessor's option, Twenty-five peroent
(25%) of such condensate and other products in kind shall be deliverad to Lessor at the plant outlet. In the event of
the blending of auy part of such condensate or other products with chemical additives for making amy product
therefrom, the royalty on such. products, whether paid in kind or at merket value, shall be calculated at the plant
outlet on the resulting blended product, less Lessor's proportionate shere of the direct cost of such chemical additives
and the blending thereof.

(d) On condensate and all othex products separated, extracted or manufactured from gas
produced from said lands by sn extraction, absoxption, pressuring or other plant belenging to & third party or partios,
Tweoty-five percent (25%) of the amount received by Lessec from tho sale of condensate and other products
scparated, extracted or manufacturcd by said plant end credited to Lessee undor the teoms of Lessee's contract with
such plant.
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Lessce shall account to Lessor for Twenty-five percent (25%) of the gross amount reccived by Lessee from the sale
of snch sulphnr.

(¢3] While there is 2 gas well or wells on said lands, or on lands pooled therewith, but gas is
oot being 50ld or used, Lessec may pay, as royalty, commencing on or befors one minety (90) days after the datc on
which each such gas woll is snrt-in, the sum of Fifty Dollars (850.00) for each acre of said lends escribed to such gas
well pursnant to the provisions of Paragraph 2(g), and, if such payment is made or tendered, this lease shall contine
in force and effect for the full ensuing year after such payment as to nll of said lands ascribed to such gas well
pursuant to the provisions of said Paragraph 2(c) above and for which such payment js made, and tho intermittent
production of gas from amy such well during such yoar shall not render necessary mxy now or additional payments of
shut-in gas well royalty with respect to such well, but Lessee shall account to Lessor for the royalty on eny such gas
actually produced in accordance with. the other provisions of this Paragraph 3, and this provision shall be recurring
(the time for ubscquent anaual payments for ench shut-in well to run from the date the first payment is made on suck
woll); provided, however, that this provigion shall not be effective to contioue this lease in force and effect as to any
shut-in. well for a period of more than two (2) consecutive years after the date the first well is shut-in. or for shorter
periods of time from time to time which aggregate two (2) years in all, but it is furthar provided thet the two (2) year
period shall be extended for such length of time, if sny, as may elapse becauss of Lessor’s failure to consent to u gas
contract negotiated by Lessee and subrnitted 10 Lessor as provided in Paragraph (g) below. Any shut-in gas woll
royalty paymient may be made by the check of Lessee delivered to Lessor in The Frost National Bank, P.O. Box
1600, Sen Antonio, Texas 78296, ATTN: Trust Mineraly, This provision as to the payment of sbut-in gas royalty is
a condition and not a covenant, and the failure to pay auy shut-in gas royalty as herein provided shall effect an
automatic termination of this lease os to the lands ascribed to the well as to which the failure to pay is applicable,

() In computing royzalties to be paid Lessor, the value of auy oil or gas, condensate or other
products of gas shall mever be loss than the total proceeds rececived by Lessce or by any affillated or subsidiacy
company by reason of the sale of such oil or gas, condensate or other products and/or the dedication of reserves. The
total pxoceeds received shall include, but not be limited to, the fair value of all cansideration received by Lessee o
by eny affiliated or subsidiary company related to the marketing end/or dedication of oil or gas, condensate, other
products or reserves (such as take or pay payments, take or pay setflements and awnrds, dedication payments,
advance payments, contract adjustments, gas exchange consideration, cotitract buy out/buy down payments and
similar consideration). Lessee shall be solely reaponsible for insutiog that all such proceeds are rececived in
nccordgnce with all applicable laws and regulations. Exospt ns specifically provided in Subparagraph (c) above, all
royalties payable under Subparagraphs (a), (b), (¢), (d) and (&) of this Paragraph 3 shall be without deduction for any
costs of marketing, pathering, transporting, separating, processing, dehydrating, compressing or other costs involved
in making the oil or gas ready for sale or nse. In the event Lessor does not slect to take Lessor's royalty oil or gas in
kind, as provided for herein, Lessee shall act jn 2 fiduciary capacity on behslf of Legsor in negotiating and
implementing salos arrangements for royalty oil or gas in eccordance with the provisions of this lease; provided that
10 contract negotieted by Lessee for the sale of gas produced Som said lands under this lease and extending for 2
period in excess of one (1) year shall be valid and effective without Lessor'’s written consent to such contract. Upon
Lessor's writtan consent to a contract covering the sale of gas produced from said lands, it shall be considered, as
between Lessor and Lessee, that such contract reflects the value of gas at the place of sale specified in the comtract,
and Lessor's royalty on gas sold pursuant thereto shall be calculated in accordance with the price or value provided
in such contract. It is cxpressly provided that Lessee shall not have the right 1o dedicats said lands or gas reserves i
and wnder 88id lands to the fulfillment of any public service obligation, and any dedication of gas required to fulfill
Lessee's obligations wder any gas purchase comtract shall be specifically limited to only such pas as may be
produced through the wellhead of gas wells on said lands duting the period that this lease i3 being maintained in
force and effect in acoordance with its terms.

(&) Lessec is unconditionally obligated to Lessor to make and shall be liable for the payment
of royalies hereunder irrespective of the failure or bankruptey of amy third party crude oil or gas purchsser, and
irespective of the execution by Lessor of & division order or any similar agreement in favor of any such third party
purchaser, Accounting and payments to Lessor of royalties from the production of oil and gas from amy well shall
commence and thexeafter be paid in full complinnce with the applicable provisions of the Natural Resources Code of
Texas, and failure to 50 comply shall entitle Lessor to the remedies therein provided. In addition, should Lessee at
any time fail to make royalty paymacots to Lessor in complimee with the applicable provisions of the Natural
Resourees Code of Texas, Lessor may, at Lessor's election, cancel this lease a5 to such well and said lands ascrbed
to such well by giving Lesses twenty (20) days advanced written notice of such cancellation. Lessee may avoid such
cancellation by paying Lessor all sums (including interest) then owed by Lessee to Lessor prior to the expiration of
said twenty (20) day petiod. Acceptance by Lessor of royalties which are past due shall not act as a waiver or
ostoppel of Lesgor's right to receive or recover any and all interest due thereon under the provisions hereof unless the
written arrentanss or arlmawladement by Leszor to Leasee expressly so provides. Any tender or payment to Leasor
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I!'.,essse shall pay all costs of litigation, including reasonabls attorney's foes, expert witness and copsultation fees
incurred by Lessor in connection with smy lawsuit in which Lessor is succossful in recovering any royalties or
interest or in terminating this lease due to Lossee's failurs to pay royalties within, the period set forth herein.

) Lessor shall have the right at all reasonable times, personally or by representarive, to
inspect the books, accounts, contracts, records and raw but not interpreted data of Lessco pertaining to the
development, production, saving, transportation, sale and marketing of the oil and gas from said lands.

6)] In the event that the leasehold cotate cronted hereby 13 jomtly owned in, common by more
than one leaselold estate owner and one or more co-owners desire to geparately meter and market their pas from the
other eo-owners (commonly referred to as split-streaming), then it i3 agreed that: (1) The value for all gas produced
from. said Jands shall never be less than the highest price received by amy of the co-owners of this leasehold cstate; )]
the co-owners of said leaschold estate agree that there will be only one gathering system and one metering system on
said Innds and all split-streataing and separate transporting and metering of ges shall take place off said Jands; (3) in the
event one or more co-owners of said leasehold estate clect not to sell their share of portion of gas under this lease, and
ather co-owrers do sell gas from. seid lands, Lesgor shall nevertheless be extitled to its 100% royaity shace of revenuss
fom the production, distribution and sale of such gas computed on the terms called for in Paragraph 3; and (4) the
operator of each well producing under this lease shall be responsible for the payxeut to Lessor and/or royalty owner of
all royaltics accruing under this Jease,

(k) Lessee shall not reduce auy royalty payment due hercunder based on any adjustment
relating to royalties paid in a prior period unless and until Lessee provides Lessor a full, complete, and detained
staternent and cxplanation of the bases for auy such prior period adjustment. No royalty payment due hermmder for
ary one month of production shall be reduced by more than Thirty percent (30%) based on adjnstments relating to
royalties paid in prior periods. Provided however, ns long as Chesapeake Explorsation, L.L.C. remains the operator of
this lease, this paragraph shall have no application,

4, (a) Subject to the linrtations herein contained in this lease, Lessee, at its option, is hereby
given the right and power to pool or combine Leasor's interest it said Jands or any portion thereof (and only Lessor's
interest in said Jands or amy portion thereof as Lessor recognizes and acknowledges that Lessor does not have the
right, power or authority to peruit the interest of any third party in said lands, or axy portion thersof, to be pooled or
combined) with other land, lease or leases in the immediate vicinity thereof when in Lessee's judgment it is necessary
or advisable to do so in order to properly explore, develop and operate 5aid lands 50 as to promote the conservation
of the oil and/or gas in, vader and that way be produced from said lands, insofar as pooling for cither {8 provided for
herein. Any such pooling may be into a unit or mits not exoeeding onc hundred sixty (160) acres for wells above
3,000 feet and three hundred twenty (320) acres for wells below 8,000 fest as nearly as practicable in the form of 2
square or a rectangle around each well producing gas in paying quantinies, including condensate; and not exceeding
40 acres ench for exploration, development and production of oil; provided however, if the well is classified as a
horizontal drainhole well by the Railroad Commission, the Production Unit shall be limited to the following
smaxiomun amount of acreage depending on the length of the lateral hoxdzontal drainhole displacement with the

productive formation:
Horizontnl Drainhols Horizontal Oil Well Horizontal Gas Well
Displacement
100" = 1,500" 80 acres 160 acres
1,501’ ~ 3,000° 160 acres 320 acres
3,001° - 5,0007 320 acres 640 acres
5,001’ and longer 640 acea 640 acres

and fucther providing, that if noy governmentsl enthority presctibes a larger umit as a spacing pattomn for the orderly
development of the field, or shall allocate a producing allowabls based in whole or in part on acreage per well, eny
it ray be formed to cmbrace acreage up to the content so preseribed and allocated. The effective date and temm of
ench such pooling shall be as sct forth by Lessee in an instrument filed for record in the county or counties in which
the pooled land is sitnated, which instrument shall describe the acreage, zones, formations and substances pooled. A
copy of the recorded instrument shall be fumished to Lessor within thirty (30) days from its date. Production,
drilling or reworking operations anywhere on any such unit shall be treated as production, drilling or rewotking
operations on land covered by this lease. Unless otherwise stated herein, theye shall be allocated to this lease the
proportion of the pooled production from any such unit (whether or not from land covered by this lease) that the
muraber of surface acres covered by this lense and inclhuded in, the unit bears to the total mumber of surfroo aeres in
stich unit; roynlties shall be paid hexreunder only upon that portion of such produstion sa allocated, and as to pooled
production from land in such unit mmeh royalties shell be in lieu of any other royalties. Notwithstanding anything to
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(b) If this lease now or bersaftor covers sepatate tracts, no pooling, unitization or
commmmitization of mineral or royalty interests as between any such scparate tracts is intended or shall be implied or
result from the inclusion of such separate tracts within this lease, and the rule of non-appertionment shall be
applicable to this loass and to all lauds covered by this lerse; but Lessee shall neverthelesa have the tight to pool
Lessor's interest in any scparate tract or tracts, as provided jo Subparagraph 4(a) above, with consequent allocation
of production as thercin provided. The inclnsion of Lessor's interest in auy separats tract within this lease shall not
constitute an offer on the part of Lessor to any party who may now or hereafter have an ownership interest in the
minerals or royalties in any such separate tract to pool, unitize or commmmitize any such interest with other interests
covered by this lease, and with respect to Lessor's interests in said lands, or in any separate tract, and sny other
party’s interost in said lands, or in any separate tract, such interests shell rexuain separate ownerships with neither
party having any rights, interests or ownesship whatsoever in the rights, interests or ownership of the other. Any
attewpt by an owner of eny mineral or royalty intercst under a separate tract, now or bereafter, to ratify, adopt or
confirm thig lease, or any provision herein contained, by any mewxus nod thereby cffect a pooling, unitization or
communitization of any separate tract covered by this lense with eny other interests shall by such action specifically
ratify, adopt and confinm the entire cantents of this Subparagraph and such attexmpt to effect a pocling, wnitization or
comtnunitization shall be ineffective, null &ad void for all prrposes. As used in fhis Subparsgraph, the words
"separate fract” means sy tract with mineral or royalty ownership differing, now or hersafter, either as to parties or
amounts, from that a5 to axy other part of the lands covered by this lcase.

() Notwithstanding anythiog herzin to the contrary, if Lesses completes a well on aoy of the
tracts covered by this lease, then it is herein agroed that there shall be 0o pooling of that tract ualess and vntil all of
said tract shall have been developed to the extent that cither all of said troct ig included in a pool or umit, or there is
not sufficient remaining acreage for an additional well to have allocated to it the full amount of acreage being
allocated to an oil or gas well, as the case may be, under the spacing pattern muthorized by the Texas Railroad
Comomission.  All of any portion of such remaining tract may then be included in an additional pool or unit formed
hereunder. For wells completed off of the Ioase premises at a Jegal location, all or any part of said leased premises
may bo included in said pool of unit.

5 Any payments for royalty as set in Parapgraph 3 hereof sball be paid to Lassor or to the credit of
Lessor in the Frost National Bank, P.O. Box 1600, San Antonio, Texas, 78296; ATTN: Mineral Asset Management:
Lessee may at anytire of times execute and deliver to Lessor or place of record a release or releases covering any
portion or portions of said lands and thereby suxtender this lease s to such portion or portions and be relieved of all
obligations as to the acreage surrendered, except obligations therotofore acerued

6. In the event a well or wells producing oil or pas in paying quantities should be brought in on
adfacent lands not owned by Lessor, or on any lands adjacent to any unit formed under the terms of this lease and not
owned by Lessor, or on adjacent lands owned by Lessor which are being explored and developed for oil and gua by a
third party or by Lessee under a different lease, and within four hnudred sixty-seven feet (467" from or draining said
Iands, Lessee agrees to drill such offisat well or wells a3 & reascnably prudent operator would drill nnder the same or
similar circumstances; provided, however, Lessee shall not be required to offset any such gas well on adjacent Jands
waless the gas therefrom is being produced; and, provided fixther, that, in lieu of drilliog an offset to any such well,
Lessee shall have the option of paying Lessor, as royalty, a sum equal to the royalties which would be payable under
this lease on the production, from such well had same been dollod and produced under this lease, and, as long as
Lessee may clest to pay such royalty in Hew of drilling an offset well, it will be considered that ges is being produced
from said lands within the meaning of Paragraph 2 hereof.

7. The rights of eifher party hereto muy be assigned in whole or in part (except that oil gights shall
never ba severed from gas rigits) and the provisions hereof shall exterd to theix heirs, successors and assigos, but no
change or division in the ownership of said lands or royalties or ofher payments hereunder or the right to receive
same, however acoomplished, shall operate to enlarge the obligations or dimimish the rights of Lessce, Itis provided,
however, that Lessee may not assign this lease, or amy portion thereof, without the prior written consent to such
assignment by Lessor, and no attempted assipnment by Lessee shall be effective without the writtem consent of
Lessor. Purther, it is specifically provided that Lessce shall not have the right to assign to any third party, nor permit
any third porty, the right to conduct any type of scismograph swrveys over or upon said lands without the prior
written, consent of Lessor. If the ownership of the royalties or other payments hereunder becomes chapged into
separate divided portions of said lands, Lesace ghall not be required to offset wells on such separats tracts or portions
or to furnish upon or 28 to any such. tract or portion separate mesasuxing of receiving tanks, Notwithstanding any
actnal or constructive lmowledge of or notice to Lessce thoreof, no change or division in ownership or right to
recetve any payments hereunder shall be binding upon Lesseo for any pixpose uatil sixty (60) days after the receipt
bv Lessce by rogistered mail at Lessad's place of business, from the party acquiring an interest or right, of the duly
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days aftex Lesscr shall have fumished Lessee, as above provided, proof safisfactory to Lessee that an appropriate

. representative has been appointed by a court of competent jurisdiction or until Legges is furnished other evidence
satisfactory to it of the party emtitled to receive such payments. Iu the eveat of assignment or sublease bereof, in
whole or it part, liability for breach of any obligation expressed or implied herenoder shall rest exclusively upon the
ownar or sublessce of this lease or a portion thereof who comumits such breach. Drilling or production an any portion
of said lands shall imurs to the benefit of the owners of this lease and of any and all portions thersof

3 With regpect to actual operations conducted by Lessee on said lands, it is egreed by and batwaen
Lessor and Lessec as follows:

(a) Prior to the commencement of any operations, Lessee shall give Lessor notice of Lessee's
intentions to commence operations on said lands, or lands pooled therewith, the type of operatians to be conductad,
the approximate date of such commencement and the approximate location of same; such notice to be given within a
reasonable tixue prior to the actual commencement of operations,

()] Lessor sball have the right, personally or by representative, at Lessor's risk. to have
access to the derrick floor together wifh the right to observe all operations on. all wells drilled on said lands, or lands
pooled thexewith, with the flrther gight to inspect and take samples of all cores and cuttings and wituess the taldmg of
oll 1ops and drill stem tests. Lessee agrees to futnish Lessor with copies of all logs aud surveys taken promptly after
taking same. Lessoec agrees to divulge to Lessor tme and correct raw and non-interpreted jnformation as requested
by Lessor a8 to each well, the production therefrom and such raw and nonsinterpreted techuical information as
Lessee may acquire and which is readily available with respect to the sacds and formaticns encountared i such
wells, Lessor shall have the right to be present when wells and/or tanks are gauged and production metered and shall
have the right to examine all nm tickets and to have full information &5 to production and mws, avd to recejve copies
of all run tickets upon written request. In addition, Lessce shall furnish Lessor with true copics of all applications
and reports made by Lessee to the Railroad Commission of Texas and to any other governmental agency having
jurisdiction, such copies to be furnished to Lessor upon written request.

(c) Lessee expressly covsents and ngrees to indemnify and hold Lesser harmless from say
and all claims, damages and cmuses of action asserted by any person or persons for damages which are a result of
Lessee's operations conducted under this lease.

(@ Lessee shall iostall and maintain all equipment and conduct all operations in an
environmentally sonnd mapner, and in accordance with all federal, state and locnl enviroomental laws, regulations
and ordinnnces, including those cnforced by the Railroad Commission of Texas, the Texas Natural Resource
Conscrvation Commission, the U.S. Envirommental Profection Agency and any other govermental authoritics
("Envirormmental Laws"). Lessee shall not use, store, manege or dispose of any hazardous matexials (as defined
below) om. said landx, except to the extent such substances are contemporancously required for, or produced by,
actual oil or gas operations on said lands and eny such substances shall be used, stored, managed and disposed of in
a safe manner, in complimnee with all Eavironmental Laws. Lessee shall insure that all contractors comply with the
terms of this Subparagraph. In the event Lessee is notified of nny enviranmentally barmfal or dangerous conditions
or alleged violations of Eoviroomental Laws on said lands resultiog from, or in comnection with, Lesser's operations,
Lossce, ut its solo expense, shall promptly take, and diligently prosecute to completion, all actions required to
investigate, clean-up and carrect such dangerous or harmful conditions, and to coxuply with all Exvirenmental Laws,
Lessor shall have no responsibility to inspect or oversee Lessee's operations or to identify or correct any potentially
harmful, dangerous or damaging conditions, and Lessor shall have no right to control any details of Lessee’s
operations, nor to designate or control Lessee's contractors. Neither Lessee nor any contractors shall bave amy right
of contribution or indemmity fom Lessor far any matters relating to operations on or off said Jands by Lessee or
conditions on said lands. Lessee hereby releases Lessor from any claims, costs, expenses and liabilities arising out of
or relating to conditions on, sxid lands st the begimming of the lease term and agrees 1o indemnify and hold Lessor
barmless from any and all costs, expenses and liabilities, including without limitation, smy civil, criminal or
administtative fines or penslties, investigation, remedistion and monitoring costs, cost of property damage and
personal injury, and attomeys and consultant foes and expeases arising from, relating to or in conmection with (i)
Lessee's operations hereunder or (i) 2 breach of this Lease. Lesseo shall immedintoly advise Lessor in writing of eny
cvent which could constitute a breach by Lessce of mattors addressed in this Subparagraph. By commencing auy
such operations, Lesses shall ackuowledge its consent to the terms of this Subparagraph. In the cvent Lessor or any
third party alleges damago due to an alleged breach of this provision, Lessce agrees to post a bond payable to Lessor
for tbe amount of the alleged damnage, such boud to be maintained at Lessce's expense for the benefit of Lessor's
intereat vntil such claim of damage is resolved. The tenn hazardous matecials shall mpan any wasts, substance of
materia)l identified as "hazardous”, "hazardous substanca”, "hazardeus material”, or "pollutat”, oxr otherwise is
rnenlarnd hy Rnviennmental Taws, includine without limitation. salt water. naturally occumiug radioactive material
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B e T VNBJUA.IMUIAUH WIS ame Q) sucn agiay or anterruphon
shall not be oountad ngainst Lessec All express or implied covenants or conditions of this Jease shall be subject to

_ all valid federal and state Jaws, executive orders, rules, or regulations of any governmental agency, state or federal,
having jurisdiction, and this lease shall not be terminated in whole or in part, and Lesgee shall not be Hable in
damages for failure to comply therswith, if complience is prevented from, by or if such failure is a result of any such
law, order, rule or regulation. If from any of the above causes, Lessee is prevented from conducting drilling or
reworking operations or producing oil or gas from such lands, the time duting which Lessee is s0 prevented shall not
be connted against Lessec, and this lease shall be extended for a period of time equal to that during which Lessee is
80 prevented from conducting such operations. Lessce shall promptly notify Lessor in writing of any such delaying
cause that prevents Lessee from complying with the tetws and provisions of this leage and steps taken by Lesses to
alleviate the same. It is provided, however, that no such law, order, rule, or regulation shall climinate the necessity
for, nor extend the time within which xentals, royalties and other payments provided for herein are to be paid.

10. This lease js executed without warrauty by Lessor either express or implicd, and without agy
recourse against tho Lesaor in the event of any failure of title, not even for the return of any consideration paid If
Lessor owns an jnterest in the oil and gas in and under said lands less than the entirc foe simple cstate therein, then
the rentals and royaltics hersin provided shall be reduced proportionately, Lessor hersby agrees that Lessee, at
Lesseo’s option, may purchase and discharge, in whole or in part, any tax, mortgage or other lien upon said Jands and
thereupon. be subrogated to the rights of the holders thereof and may apply royalties and other paymeats aceniing
hercunder toward satisfying same or toward reimbursing Lessce.

11. Should Lessce have title to said lands, or agy portion thereof, examined and have a title opinion(s)
rendered, Lessee shall fimmish to Leasor at the above address, a copy of each such title opinion and any supplaments
thereto. A copy of each such. opinion rendersd shall be mailed to Lessor at the above address within thirty (30) days
after the date of each opiniom. Lessee shall not be liable in any way for the contents of any such opinion rendered
and delivered to Lessor.,

12 The Frost National Bank is acting herein only in its fiduciary capacity and not in its individual
capacity. Lessee represents that he is not an employee, officer, or director of Frost National Bank and he doos not
represent such persons,

14, Upon. expiration. of any portion of this lcase either by lapse of tetm, cessation of production oz
failure to comtinus development as provided under Paragraph 2 Lessee shall promptly execute, place of record and
deliver to Leasor a release of the appropriate acreage. Should Lesses fail to do 50, Lessee shall pay a penalty of
$100.00 per day to Lessor commencing on the 61st day after Lessor has meiled to Lessco a request for such release.
This penalty shall not exceed the total sum of $10,000.

15. Leasor and Lessee have exccuted 4 Memorandum of Qil and Gas Lease contemporageously with
the execution of this lease, and Lessor and Lesser agree that such Memorandum of Oil and Gas Lease, which malkes
reference to this leass, may be recorded in the appropriate records of the Covaty in which said lands are located in.
lieu of the recording of thia lease in its entirety. The recording of said Memorandum of Lease shall be binding upon.
Lessor and Lessec, and their respective heirs, successors, legal representatives and assigns, the some as if this lease
wag filed of record im its comuplete text.

16, Texas law shall govern any actions brought with respect to this lease thereto, and venue for any
suit brought hercunder shall be in either Bexar County, Texas or the county 4n which the leased premises is located,
such county to be chosen exclusively by Lessor. The applicable Texas statutes of limitation shall govern the filing of
suits bronght herennder, however, all causes of action relating to or axising out of this lease shall be tolled during the
existence of this lease,

17. To the extent that Lessors and Lessee have contracted herein for the performance of certain duties
upon the Lessee witch are implicd by law, it is not the intention of Lessors and Lessee to limit or lessen the duties
implied by law upon the Lessee, but Lessors and Lessee expressly agree md intend that Lessee’s duties under such
implied covenants be those contracted herein or those implicd by law, whichever is the greater duty upon the Lessee,
Lessee agrees to make a good faith effort to give notice to Lessors of the existence of any potzntial claim or cause of
actin agaiust a third party who is, or may be drxining, ovarproducing, malawfully depleting, or otherwise damaging
any rescrvoir underlying the leased premiscs, in a timely fashion so that Lessors may assert Lessors’ own claim, or
causc of action in a court of apprupriate jurisdiotion, or before a regulatory agency, Lessee must give such notice to
Lossors within 120 days of fhe date that Lessee becomes awars of the existence of such potential claim or cause of
action. If such claim or cause of notion is nsserted aad if Lessee recovers damages from such third party, then the
Lossors will be entitled to thedr fractional royalty share of any such recovery.
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IN'WITNESS WHEREOF, this instnument is executed in duplicate originals on the date first above written.

THE FRDST NATIONAL BANK, AS TRUSTEE OF
the A.R. Eppenaver Trusts 1 and 2 Account No. F0564700; and the
Rachel L. Eppenaner Trusts A aod B Account No. F0676300 [

Gl Pledosrn

Jhck Nahoum Jr., Vice President
"LESSOR"
By:
Chesapeake Exploration L.L.C.

"LESSEE"
STATE OF TEXAS §
§
COUNTY OF BEXAR §

BEFORE ME, the nndersigned authority, in and for said county, Texas, on this day personally appeared
JACK NAHOUM, VICE PRESIDENT, known to mo to be the person and officer whose name is subscribed to the
foregoing instrxent and acknowledged to mo that the same was the act of said FROST NATTONAL BANK, a
cofporation, and that he excouted the same as the act of said corporation for the purposes and copsideration therein
expressed, and in the capaeitics therein stated,

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this /’W/day of sk, | 2008.

MAM

Notary Public, State of Texas =~

STATE OF TEXAS 5

§ L " ret s .;-.,.,.....,,.,m-t

COUNTY OF §

BEFORE ME, the undersipned authority, in snd for said county, Texas, on this day personally appeared

knewn to me to be the
person and officer whose neme is su‘uscn‘bed to the foregoing instroment and acknowledged to me that the same was
the act of said , @ corporation, and that he exccuted the

samo as the act of said cogporation for the purposes and consideration therein expressed, and in the capacities therein
stated,

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of ; » 2008,
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COUNTY OF REEVES §

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; and the Racliel 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, leased 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 Reeves, Couaty, Texas, described below and made a part hercof for all purposes.

Sece Exhibit A, Attached hereto and made a part of hereof

The above described oil and gas lease is for a primary term of Three (3 ) years from its date and contains other
terms and provisions which ate by reference incorporated herein and made a part hercof in all respects as though the
same were fully set forth therein.

Executed copies of said Oil and Gas lease are in the possession of Lessor and Lessee,
IN WITNESS WHEREQF, this instrument is executed on the date first above written,
THE FROST NATIONAL BANK, AS TRUSTEE OF

the A.R. Eppenauer Trusts 1 and 2 Account No. F0564700; and the
Rachel L. Eppenauer Trusts A and B Account No. F0676300

ore_ Qo ThaLoim 4,

JACK NAHOUM JR..”
VICE PRESTDENT

"LESSOR"

CHESAPEAKE EXPLORATION, L,L.C.
an Oklahoma limited Aiability company

77

’ - g /. et
Henry J. Hoo&Je’n‘:ﬁ Vice President 5’/

Land and Legal & General Counsel

" ESSEE" %’

By
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STA:TE OF TEXAS §
i §
COUNTY OF BEXAR §

BEFORE ME, the undersigned authority, in and for said county, Texas, on this day personally appeared
J 2 YICE N'T, known to me to be the person and officer whose name is subscribed to
the foregoing nstrument and acknowledged to me that the same was the act of said FROST NATIONAL BANK, a

corporation, and that he exccuted the same as the act of said corporation for the purposes and consideration therein
expressed, and in the capacitics therein stated.

o
GIVEN UNDER MY HAND AND SEAL OF OFFICE, this /7% day of Vﬁ{ﬂ,@. , 2008.

el Jolnrg

Notary Puhhc Statelaf Texas

STATE OF TEXAS §
§
countTy oF CkLAKOM A 5

CAMBAANNERN

BEFORE ME, the undersigned autho in or sajd co cxas, on this day personally appeared

B ra Jo ek Mtf Pre %’W (owmse [ known to me to be the
person and officer whose name is subscribed to the foregoing mstrumcnt and acknowledged to me that the same was
the act of said CHESAPEAKE EXPLORATION, L.L.C. , acorporation, 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‘mlHAND AND SEAL OF OFFICE, this lfd'éay of Q UM A—— 2008.
W m
A Vo 4‘/

o \\;'00-""“"'”'- ’
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1.
2

e

10.

1.

12.

All of Section 18, Block 55, T&P RR Survey, TWP-7 (680 acres)
All of Section 14, Block 56, T&P RR Survey, TWP-7 (732.35 acres)

North One Half of the Northwest One Quarter (N1/2 NW1/4) and the
East One Half (E1/2) of Section 30, Block 56, T&P RR Survey, TWP-7
(494 acres)

Northeast 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 thercof (NE/4 s/e 40 ac). (139.5 acres)

All of Section 2, Block 56, T&P RR Survey, TWP-8 (697 acres)

East Three-quarters (E 3/4) of Section 8, Block 56, T&P RR Survey, TWP-8
(547 acres)

The South 519 acres of Section 20 (5/519), Block 56, T&P RR Survey, TWP-8
(519 acres)

The East 527 acres of Section 30, Block 56, T&P RR Survey, TWP-8 (527 acres)
East One Quarter (E1/4 of Section 5, Block C-11, PSL Surveys (160 acres)
All of Section 7, Block 51, T&P RR Survey, TWP-8, (640 acres)

The East One-half (E/2); the South One-halt of the Northwest Onc-Quarter
(S/2NW/4); and the North One-half of the Southwest One-Quarter, Jess and except
that certain 2.5 acres, more or less out of the southwest comer of the South One-half
of the Northwest One-Quarter, and more fully described in that certain Deed dated
May 26, 1918 from H.T. Collier, et al to James Carswell, recorded in Vol. 43, page
539, Deed Records (N/2SW/4 l/e 2.5 acres), and further excepting that certain 3.00
acres of land, more or less and being a part of that certain strip of land, the West line
of which bounds the West line of the S/2NW/4 and N/2SW/4 of Section 188 and
conveyed for Railroad purposes pursuant to that certain Deed dated December 26,
1908 from H.T. Collier, ct al to M.L. Swinehart, recorded in Vol. 24, page 376, Dced
Records, all lands being a part of Section 188, Block 13, H&GN RR Co. Survey
(474.5 acres)

The South 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, Block 13, H&GN RR Co.
Survey (320 acres)

e

% All of the above tracts are located in Reeves County, Texas.

i
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Well Inventory Detail

RRC Well Number: 2302

RRC Number: 245762

RRC District: 08

RRC Lease Type: WELL

API Number: ‘:‘_;4;1._0“932303 D

Last Month Qil 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:

RRC Lease Name:
RRC Operator:

A
05/02/2009

15322

31.7057300000

MF105456

HARRISON STATE

RRC Field Name:

TOYAH NORTHWEST

Pool Name: SHALE
Formation: DEVONIAN
Primary Product Code: G
Well Type: A

Last 12 Months Qil Production:

1121

Last 12 Months Gas Production:

64875

Last 12 Months Water Production:

0

HALLWOOD PETROLEUM LLC

Oil Purchaser/Transporter:

Gas Purchaser/Transporter:

Last IHSE Update:

02/25/2010

HALLWOOD PETROLEUM LLC

First Production Date: 04/01/2009

Last Production Date: 11/30/2009

Top Depth: 14714

Base Depth: 14775

Surface Longitude: -104.1210100000
GLO Unit Number:

County: CULBERSON
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TEXAS

GENERAL LAND OFFICE

JERRY 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-
105456 only;

dhkkdk ddkdkd

That on November 24, 2004, MARY JANE BARRON, REV LIVING 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 rovalty 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 205-212, 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 DAVIS 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 purposes 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,
2010, 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 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



Mike Curry
December 3, 2010

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 370-378, Oil & Gas
Records, Culberson County, a certified copy of which was filed in the Texas General Land Office on
October 31, 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, 2010, 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 UNDIVIDED 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;

khkkkdkhkhkk

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 filed 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-104328, 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 filed 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 filed 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 filed of record in Volume 98, Pages 205-212, 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;

Dicta No. 2011-10

*
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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 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 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 filed 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, PAID-UP RAL LEASE. DRILLING ACROSS PRIMARY TERM.
FOR WELLS ON SECTION 23 BLOCK 113 THIS LEASE SHARES AN UNDIVIDED 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;

Fdkdkd kR kR

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

JERRY E. PATTERSON
COMMISSIONER OF THE GENERAL LAND OFFICE

JEP/wt

Name Mike Curry/COTTON BLEDSOE TIGHE & DAWSON, P.C.
500 West Illinois, Suite 300
Midland, TX 79701

Dicta No.: 2011-10

Fee: $200.00

Files: MINERAL FILE M-104752, M-105456

Dicta No. 2011-10
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Texas General Land Office
Reconciliation Billing

PO Box 12873

Austin, TX 78711-2873
(800) 998-4456

7:30 - 5:30 M-F

Jerry Patterson, Commissioner

COPY

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

FEI SHALE L P
337 DANIEL ZENKER DR

HORSEHEADS, NY 14845 1008

IMineral File | Gas Royalty Qil Roya]ty| Penalty| Interestl Total Due
12100103 MF105456 $0.00 $8,927.83 $892.79 $1,858.01 $11,678.63|
(12100104 MF104752 $0.00 $2,587.79 $258.78 $538.55 $3,385. 12|
12100105 MF104752 $0.00 $843.34 $84.34 $52.63 $980.31
12100110 MF105456 $0.00 $2,909.52 $290.96 $181.59 $3,382.07
[Total Due . $0.00 $15,268.48 $1,526.87 $2,630.78 $19,426.13

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
e Please update GLO1 and GLO2 production reports to correct volumes.

e Please do not update GLO3 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
glo123@glo.texas.gov.

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

Detach and return with payment

Reconciliation Billing

FEI SHALELP

Billing Date: 10/26/2011

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

Remit Payment To:
Texas General Land Office

PO Box 12873
Austin, TX 78711-2873

DICE era % as Roya Oil Roya Pena ere otal Due
(12100103 MF105456 $0.00 $8,927.83 $892.,79 $1,858.01 $11,678.63
[ 12100104 MF104752 $0.00 $2,587.79 $258.78 $538.55 $3,385.12|
l 12100105 MF104752 $0.00 $843.34 $84.34 $52.63 $980.31 ‘
:12100110 MF105456 $0.00 $2,909.52 $290.96 $181.59 S3,382.07’E
iTotai Due $0.00 $15,268.48 $1,526.87 $2,630.78 $19,426.13
'Amt. Paid




Customer ID: C000049230
Invoice Number:

Auditor/AE: schou
Glo Lease: MF105456 Billing Date: 10/21/2011
GLO Review: FEI SHALE LP P&l Calculation Date: 10/31/2011
Review Period AUG 2009 THROUGH DEC 2009 Royalty Rate: 11.50%

3

AN (B) i alty Rate. RS e e +(9)+(10)
$ 70.750000 $14,1146 $1,623.18 $0.00 $1,623.18 $371.95 $2,157.45
$ 68.380000 $14,616.23 $1,680.87 $0.00 $1,680.87 725 $368.04 $2,217.00
$ 74.770000 $15,982.09 $1,837.94 $0.00 $1,837.94 695 $384.31 $2,406.04
$ 76.920000 $16,441.65 $1,890.79 $0.00 $1,890.79 664 $376.09 $2,455.96
$ 74.480000 $16,478.70 $1,895.05 $0.00 $1,895.05 633 E $357.62 $2,442.18

$77,633.29 $8,927.83 $0.00 $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 GLO-1E PRODUCTION REPORT RECEIVED.
(C) SEE ATTACHMENT Ill, SUMMARY OF PENALTY/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 GLO-3E REPORT FOR THIS PAYMENT,

NOTE 2: NEED TO FILE THE ORIGINAL GLO-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
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Customer ID:  C000049230 ' -

Invoice Number: Auditor/AE: schou

GLO Lease: MF105456 : == Billing Date: ~ 10/21/2011

GLOReview:  FEISHALELP =% L& '1 ~ia + 5, P8lCalculation Date:  10/31/2011

Review Period: JAN 2010 THROUGH,EEELZOHO'- s Royalty Rate: 11.50%
1 “(®)

{ v @ 4 5 6 7) (8 9 _(10

i '} 8 el yary Rale | L e e | oY ME i da Sl AL il . { s = .
$ 77.530000 | $17,153.51 $1,972.65 $0.00 $1,972.65 $197.27 $125.41 2,295.33
Feb-10 143.00 107 § 75.960000 $8,146.71 $936.87 $0.00 $936.87 574 $93.69 $56.18 $1,086.74
TOTALS 438.00 $25,300.22 $2,909.52 $0.00 $2,909.52 $290.96 $181.59 $3,382.07

COMMENTS: (A) VOLUME - REPRESENTS OIL SALE VOLUME FROM RRC 08-245762 ( HARRISON STATE).
(B) PRICE - OBTAINED FROM NYMEX PRICE LIST DUE TO NO GLO-1E PRODUCTION REPORT RECEIVED.
(C) SEE ATTACHMENT IIl, SUMMARY OF PENALTY/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 GLO-3E REPORT FOR THIS PAYMENT.

NOTE 2: NEED TO FILE THE ORIGINAL GLO-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
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: MF 10545k
4 NADOA Model Form Division Order (Adopted 9/95)

A DIVISION ORDER
74" Statoil KRG~ &

DATE: 03.05.2012

TO: Statoil Texas Onshore Properties LLC PROPERTY NUMBER: 120078
2103 City West Blvd, Suite 800 EFFECTIVE DATE: 05.01.2012
HOUSTON 77042 PRODUCT : All Products
UsSA

PROPERTY NAME: HARRISON STATE 2302 GU

OPERATOR: Talisman Energy USA Inc.

COUNTY/PARISH/STATE: CULBERSON / TX
PROPERTY DESCRIPTION: HARRISON STATE 2302 GU
ACRES M/L
CULBERSON COUNTY, TX

OWNER NUMBER/ OWNER NAME/ INTEREST OWNER
TAX IDENTIFICATION ADDRESS TYPE INTEREST
9103261 State of Texas RI 0,11125000

Commissioner General 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 Properties shall be notified, in writing, of any change in ownership,
decimal interest, or payment address. 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 regarding the interest in production claimed herein
by the undersigned. The undersigned agrees to indemnify and reimburse Statoil USA Onshore
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 have certain statutory rights under the laws of the state in

which the property is located.

SPegciml Clauses:

.
. e
O:....:
.
0.!..:
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O:coof
-
: e
as® 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 to comply will result in tax withholding and will not be refundable by Statoil USA Onshore Properties.
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Statoil

STATOIL USA ONSHORE PROPERTIES, INC.
DIVISION ORDER DEPARTMENT
INSTRUCTION SHEET

The enclosed Division Order represents your share of the production proceeds received by Statoil USA
Onshore Properties from the referenced well and the name and address to which payments will be made.
PLEASE RETURN ONE FULLY EXECUTED COPY AT YOUR EARLIEST CONVENIENCE
AND RETAIN THE OTHER COPY FOR YOUR RECORDS. A self-addressed stamped envelope has
been provided for your convenience.

SIGNATURES

e Please sign exactly as shown on the Division Order. If your signature is different. please provide
legal documentation evidencing said name change.

e Signatures by Agents, Attorneys-in-Fact, Guardians or Trustees must be accompanied by a copy
of the recorded document evidencing the rights vested in the signatory party.

e In the event of multiple trustees/executors, all signatures are required unless documentation is
provided evidencing authority to sign on behalf of all parties.

e Companies, Corporations or Partnerships must be executed by an authorized official with the

name and title of the signing party printed beneath the signature.

The Division Order does not need to be notarized.

TAXPAYER IDENTIFICATION NUMBER OR SOCIAL SECURITY NUMBER

Include your Social Security Number or Tax Identification Number in the space provided next to your
signature. Failure to furnish vour Social Security Number or Tax Identification Number will result
in withholding tax in accordance with Section 3406 of the Internal Revenue Service federal law, and
any tax withheld will not be refundable by Statoil.

ADDRESS AND TITLE CHANGES

e Please note any change of address directly on the executed Division Order form.

e Any subsequent address changes or changes in title must be submitted in writing either by mail,
fax or email. You must sign your request for change and include your owner number (as provided
on this Division Order), social security or tax identification number, old address, new address and
telephone number.

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

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

PAYMENTS

e Statoil’s revenue distribution checks will be mailed direct from JP Morgan Chase on or before the
last day of each month. Said revenue check will reference a monthly statement number which will
be mailed under separate cover. Please refer to this monthly statement for the corresponding
check detail information.

e Checks must be cashed within 90 days of issue date. If your check is outdated, please write VOID
across the check and return to Statoil for reissue with next disbursement.

e Our policy is to remit checks monthly when your account reaches $25.00. or July 317 of each
calendar year; whichever occurs first. Upon written request. this $25.00 amount can be further
reduced.

CONTACT US
The following information found on the division order form will assist us in serving you:
e Owner Name and Owner Number
e Property Name and Property Number
e  County/Parish and State where Property is located
e Nature of your inquiry
e Telephone Number with area code

Revenue Inguiries Division Order and Title Inquiries Correspondence

1-866-697-0454 1-866-697-0454 Statoil USA Onshore Properties, Inc.

Rovalty@statoil.com divor(@statoil.com 2103 CityWest Blvd, Suite 800
www_statoil.com/ownerrelations.com Houston, Texas 77042

ATTN: Land Department
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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 Telephone: 1-866-697-0454
.:00.: Houston, Texas 77042 divor@statoil.com
L
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Dear Interest Owner:

Please find enclosed Statoil Texas Onshore Properties LLC's (Statoil) Division Order for the well(s) listed
in the enclosed Division Order (the "Well"). Talisman Energy USA, Inc. ("Talisman") drilled the Well
under the provisions of your lease and other leases, or assumed operatorship of the Well from another
company. You may have already been asked by Talisman to sign a Division Order for the Well. If you
have been receiving royalties from this Well, it was based upon the Division Order that you signed with
Talisman.

Statoil owns an undivided interest in your lease with Talisman. Statoil has now determined that it will
start to sell its share of production from the Well and will remit your revenue payment on its share of such
production directly to you starting with May 2012 production. Statoil has prepared the enclosed Division
Order for your execution covering the products which Statoil will sell and/or pay royalties on from the
Well. Statoil's Division Order will not change Talisman's Division Order as that document will still apply
to the share of the production that Talisman continues to sell.

Please note that your "Owner Interest™ shown in the Division Order is your full interest in the well. Statoil
will pay your interest based on our proportionate share in the well. Your payment decimal will be
calculated by starting with our percentage interest in the well multiplied by the amount of acreage from
your lease that is contributed to the total unit acreage times your lease rovalty interest. From time to time,
we may process the natural gas from the Well through a processing plant to remove natural gas liquids.
The price formula referenced on the Division Order applies your Owner Interest above to the natural gas
and natural gas liquids processed and sold in accordance with the terms of your lease.

Unless your lease states otherwise, Statoil will be disbursing on all products using a 60 day pay cycle.
You will receive a statement, separate from your check, which will include information on the volume of
the condensate, natural gas and, if the natural gas is processed, natural gas liquids from the Well. From
time to time, these volume numbers may be revised after the fact. There can be several reasons why these
numbers need revision, but most often it will be because Statoil has been given corrected numbers by the
companies operating the meters on either the leases, the gathering system, the pipeline system or at the
processing plant.

Please execute the enclosed Division Order according to the Owner Instruction Sheet, return one executed
copy to the undersigned in the enclosed self-addressed stamped envelope and retain one copy for your
records. To the extent you are in "pay" status under your current Talisman Division Order Statoil will
automatically continue that status. If you are not in pay status with Talisman, please be aware that
whatever documentation you provide Talisman releasing you from suspense also needs to be supplied to
Statoil to enable us to place you in pay status.

Thank you for your immediate attention to this matter. Should you have any questions. please do not
hesitate to contact us as referenced on the Owner Instruction Sheet.

2103 Citywest Blvd., Suite 800 1-866-697-0454
Houston, Texas 77042 www.statoil.com/ownerrelations
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TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSIONER

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:

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 (“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 this assessment
please provide evidence to this office at the address shown below within thirty (30)
days of receipt of this letter. Failure 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.

Sincerely,

e

Carl Bonn, CPL

PSF Income Division, Energy Resources
Office: (512) 463-5407

e-mail (carl.bonn@glo.texas.gov)

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov
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PRODUCTION AND OPERATIONS HISTORY
State Lease Nos. M-105456 and M-104752

HARRISON STATE NO. 2302
API NO. 42-109-32303
Toyah, NW (Shale) Field
Phantom (Wolfcamp) Field
Culberson County

oIL GAS
DATE PROD COMMENTS
Bbl
mcf
7/2008 Hallwood commences drilling operations on the subject well
8/2008 Hallwood continues drilling operations on the subject well
9/2008 Hallwood continues drilling operations on the subject well
10/2008 Hallwood continues drilling operations on the subject well
Hallwood continues drilling operations on the subject well reaching a
total depth of 15,322’ in the Devonian Lime. Obtained 10 cutting
samples from the top of the Bone Springs at 5,387 to TD and ran
open hole drillstem test across an interval in the Wolfcamp and
11/2008 recovered oil
12/2008 Drilling operations continued
Drilling operations continued with well hydraulically stimulated and
1/2009 flowback obtained
Drilling operations continued with extensive pressure build up test
conducted. Well flowed 432 mcfd with flowing tubing pressure of
2/2009 610 psig
3/2009
Installed 3.5 mile 5” FLEXSTEEL pipeline to connect well to gas
purchaser’s pipeline. Ran bottomhole pressure test to record
pressures during buildup and subsequent draw down test. Flowed
4/2009 0 5034 | well down gas pipeline
5/2009 0 13122
6/2009 0 10845
7/2009 0 8439
8/2009 266 8207
9/2009 285 7294
10/2009 285 6627
11/2009 285 5307
12/2009 295 5986
1/2010 295 5688
2/2010 143 2687
3/2010 0 5450
4/2010 0 3793

1357407




GAS

DATE ik PROD COMMENTS
Bbl
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

1357407




GAS

DATE Ol PROD COMMENTS
Bbl
mcf
7/2013 0 893 | Enerquest purchased the subject well 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 bottomhole pressure survey to measure remaining
pressure and to quantify fluid buildup in the wellbore as well as to
check for frac sand fill above the perfs. Bottom hole pressure of
3684 psia at 14,749°. Water level at 11,483’ and top of fill 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 review and analysis of well data to
4/2014 0 747 | identify potential shallower 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 partial termination letter as to W/2 of Section 23 and depths
2/2015 0 651 | below 15,422’ sent to Enerquest
Leases partially 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

1357407




GAS

DATE OlL PROD COMMENTS
Bbl
mcf
12/2015 0 515

Contracted with geological expert to perform a detailed geological
assesement of the Wolfcamp interval to identify the best target in
the subject well and determined that 9120’ to 9155 would be the

1/2016 0 626 | best target for this horizontal lateral

2/2016 0 546 | Continued work described in 1/2016
Contracted with Premier Wireline 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 | determining the termination point for the horizontal lateral
Solicited drilling mud cementing and directional drilling designs and

4/2016 0 453 | recommendations from various vendors
Analyzed performance of analog Wolfcamp horizontal wells as part
of the reserve study and production profile. Built economic model to

5/2016 0 445 | confirm profitability of the propased well

6/2016 0 489 | Continued 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

1357407
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October 20, 2016

VIA HAND DELIVERY

Mr. Robert Hatter

Generai Land Office

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

In Re: Request by Enerquest Oil & Gas, LLC for General Land Office
confirmation of the 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,
(collectively "Leases”)

Dear Mr. Hatter:

On behalf of Enerquest Oil & Gas, LLC (“Enerquest”) 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 follows a meeting with you and Daryl Morgan of the General Land
Office (“GLO"), Enerquest’s Matt Mollman and me.

Based upon our presentation and prior GLO action we have requested 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 prudent 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 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 agreement that the Leases remain valid and in full force and effect
as to the E/2 of Section 23, Block 113, PSL Survey, in Culberson County from the

1364266

Attorneys at Law

Scott Douglass & McConnico LLP
303 Colorado Street, Suite 2400, Austin, TX 78701 | p:512.495.6300 | f:512.495.6399 | www.scotidou



Mr. Robert Hatter
October 20, 2016

Page 2

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.
Very truly yours,
H. Philip Whitworth
Attorney for Enerquest Oil & Gas, LLC

HPW:map

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

AGREED:

/@% /0/8 /16

Robé'rt Hatter

1364266
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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 Enerquest Oil & Gas, LLC for General Land Office
confirmation of the 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,

(collectively “Leases”)

Dear Mr. Hatter:

On behalf of Enerquest Oil & Gas, LLC (“Enerquest”) 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 follows a meeting on November 9, 2017, with you and Daryl
Morgan of the General Land Office (“GLO"), Greg Olson and Matt Mollman of

Enerquest, Stephanie Kover, and me.

Based upon our presentation and prior GLO action we have requested 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 prudent 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 Survey, Culberson County from the surface to 15,422 as a
result of a partial termination pursuant to the terms of the Leases.

4834-3814-9460

Scott Douglass & McConnico LLP | Attorneys at Law

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



Mr. Robert Hatter
November 13, 2017
Page 2

If you are in agreement that the Leases remain valid and in full force and effect
as to the E/2 of Section 23, Block 113, PSL Survey, in Culberson 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.
Very truly yours,

: Whitworth
Attorney for Enerquest Oil & Gas, LLC

HPW:map

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

AGREED:

ch / /E 1/15" Jr

Robert Hatter

4834-3814-9460



)
File No. M"’ los"«is-‘6

County
LAt - ]A"l}v\"r- wi Eﬂt}?‘w‘
Date Filed: u lrll}
George P. Bush, Cgpmmissioner
By UI\"\




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 EnerQuest Oil & Gas, LLC for General Land Office
confirmation of the Validity of State 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, (collectively "Leases”)

Dear Mr. Hatter;

On behalf of EnerQuest Oil & Gas, LLC (“EnerQuest”) 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 follows a meeting on November 9, 2017, with you and Daryl
Morgan of the General Land Office ("GLO"), Greg Olson and Matt Mollman of
EnerQuest, Stephanie Kover, and me.

Based upon our presentation and prior GLO action we have requested 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 reasenably prudent 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 Survey, Culberson County from the surface to 15,422" as a
result of a partial termination pursuant to the terms of the Leases.

4834-3814-9460

Scott Douglass & McConnico LLP | Attorneys at Law
303 Colorado Street, Suite 2400, Austin, TX 78701 | p:512.495.6300 | f:512.495.6399 | www.scottdoug.com



Mr. Robert Hatter
November 13, 2017
Page 2

If you are in agreement that the Leases remain valid and in full force and effect
as to the E/2 of Section 23, Block 113, PSL Survey, in Culberson 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.

Very truly yours,
QJ(K LK W (oot i

H. Philip Whitworth
Attorney for EnerQuest Oil & Gas, LLC

HPW:map

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

AGREED:

Robert Hatter

4834-3814-9460
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