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Woods Petroleum 

Land-Inc. 

July 12, 2005 

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

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

P.O. Box 51194 
Midland, TX 79710-1194 

Re: Oil & Gas Lease Offer Culberson County 

Dear Sir. 

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

The Mineral Classified Lands are as follows: 

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

??10-0 {)(M4..- Block 114 PSL Sections: 12,13,22,23,24; 

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

Al~ 77 / ~~-=- ~(p1 
6)~tJ1-

~ -
1 jJ/i-'~--

Sincerely, 

~~ 
Bert Dorr 
Woods Petroleum 
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Hallwood Petroleum, LLC ~ 5835 
I VENDOR I l CHECK DATE · I 

TX GLO/STATE OF TEXAS I TXGLO I r 07727-/os l 
INVOICE INVOICE DISCOUNT AMOUNT 

NUMBER DATE TAKEN ·PAID 

72605 07/26/05 29386 $0.00 $752,758.50 
HALLWOOD HEII AREA ' I $752,758.so Total: $0.00 
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r 
Gen.,.., uncf Office 
Rellnqulshment Act Leu, Fonn 
Revised, Septem ber 1997 

~ ustin, '01:exas 

OIL AND GAS LEASE 

11-!IS AGREEMENT is made and enlered into Lhrs .. 25..__ __ day of,._Ju..,ty_.__ ______ _,.20QL_ , between Lhe Slale of Texas, acting 

by and Lhrough its agent, Hamson Trust. Roddv L Hamson. Trustee 

of P.O Box 1908 Pecos. TX 79n2 
{Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and ,..Hca:.a...,llwood.,_,.,...._.E.,.n .... e"'rgll.Jv .... 1.,,.1._.L..,P~---------------

of 3710 Rawtins Street. Surte 1500. Dallas. JX 75219 
(Give Pennanent Address) 

hereinafter called lessee 

1. GRANTING CLAUSE. For and m consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by l essee under thtS lease, the State of Texas acting by and through the owner of the so,I, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlling for and producing oil and gas, laying pipe Imes, bu11d1ng tanks, stonng 011 and bu11d1ng 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 9 Block 113, PSL All Save and except that portion of the Bexar Preemption Survey 199 lying Wllhm the boundnes of Sectlon 9 

containing ,.560 ..... ______ acrns, more or less The bonus consideration paid for this lease is as follows 

To the State of Texas Thirty Three Thousand Six Hundred and no/100 

Dollars ($33 600 00 l 

To the owner of the so,I Thirty Three Thousand Srx Hundred and no/100 
Dollars ($33.600 00 l 

Total bonus constderabon Socty=5even Thousand Two Hundred Dollars and no/100 

Dollars ($67.200 00 l 

The total bonus consideralion paid represents a bonus of .:,,Owne"'-..t..Hu.!u~ndl,!Jredcli:l,!..ljs~,xty~Do=ll~a~cswa~nd~n::.=olw1 ... 00.._ ________________ _ 

----------------- Dollars ($.,_160""'-00""'-----...Jl per acre, on ...a.42"'0.__ ____ net acres 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of years from 
this date (herein called "pnmary term") and as long thereafter as oil and gas. or erther of them. 1s produced m paying quantrt1es from said land As used 
m this lease, the term ·produced in paying quantitles" means that the receipts from the sale or other authonz.ed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past 

II' IT llcAH:I _n /7Jh'Jfu;/ . ... . AnEST '/Id/ .. 
• . • • • • 

® . . . . . • .. . . • • . 
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3. DELAY RENTAL S. If no well is commenced on the leased premises on Of' before one (1) year from this dale, this lease shall terminate, 

unless on Of' before such anniversary dale Lessee shall pay or lender to tho owner of the soil or to his credrt in the-------- -----

------- ---------- Bank. at • or its successors (which shall continue as the depository regardless or changes 1n the ownership of said land). the amount specified below; in addition, 
Lessee shall pay or lender to the COMMISSIONER OF TI-iE GENERAL LAND OFFICE OF TI-iE STATE OF TEXAS. AT AUSTIN, TEXAS. a lite sum on 
or before said dale Payments under this paragraph shall operate as a rental and shall cover the pnv1lege or defemng the commencement or a well for 
one (1) year from said date Payments under this paragraph shall be 1n the following amounts 

To the owner of the soil .. PLEASE SEE ADDENDUM "A". TI-ilS IS A PAID UP LEASE 
Dollars ($ _________ __, 

To the Slate of Texas -------------------------------
Dollars ($ __________ _, 

Total Delay Rental --------------------------------
Dollars ($ __________ _, 

In a hke manner and upon hke payments or tenders annually, the commencement of a well may be further deferred for successive penods of one (1) 
year each dunng the pnmary term All payments or tenders of rental lo the owner of the soil may be made by check or sight draft or Lessee, or any 
assignee or this lease, and may be delrvered on or before the rental paying dale If the bank designated in th&S paragraph (Of' rts successOI' bank) should 
cease to wost. suspend business. liquidate. fall or be sucx:eeded by another bank, Of' 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 unlll thirty (30) days after the owner of the sod shall delrver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders 

4 . PRODUCTION ROYALTIES. Upon productJon or 011 and/or gas, Lessee agr to pay or cause to be paid one-half (112) of lhe royalty 
provided for in this lease to the CommlSSloner of the General Land Office or the State of Texas, at Ausbn, Texas, and one-half (112) of such royalty to the 
owner of the soil 

(A) OIL. Royalty payable on oil, which 1s defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, d1sl1llate, and other hqutd hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided, 
shall be 23% part of the gross produdion or the market value thereof. at the optJOO of the owner of the so,I or the Commcssioner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premium. rf any, offered or paid for 011, condensate. d1st1llate, or other liquid 
hydrocart>ons, respectively, of a hke type and gravity in the general area where produced and when run, or 2) the highest market pnce thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever IS the greater Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, rt will be run free of cost to the royalty owners through an adequate Oii 
and gas separator of convenhonal type, or other equipment at least as eff1C1ent, 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 warved, 1n wnling, by the royalty owners upon 
such terms and condrbons as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including nared 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 herem w1lh respect to gas processed 1n a plant for 
the extradion of gasoline, liquid hydrocarbons or other products) shaU be 23% part of the gross production or the market value thereof, al the 
option of the owner o f the soil or the Commiss10ner of the General Land Office, such value lo be based on the highest market pnce paid or offered for 
gas or comparable quality in the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever is the greater, 
provided that the maximum pressure base In measunng the gas under this tease shall not at any lrne exceed 14 65 pounds per square tnch absolute, 
and the standard base temperature shall be sixty (60) dogrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for spec,fic 
gravity according to tests made by the Balance Method Of' by the most approved method of testing beirig used by the industry al the tme of testing 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant for the recovery or gasoline or other liquid 
hydrocarbons shall be 23% part or the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
or the soil or the Commissioner of the General Land Office All royatbes duo herein shall be based on one hundred percent (100%) o f the total plant 
production of residue gas attnbutable 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 accru ng to a third party processing gas through such plant under a process ng 
agreement negotiated at arm's length (or If there is no such third party. the highest percent then being specified In prOOQS.Slng agreements or conlr9Ct.S in 
the industry), whichever is the greater The respedive royalties on residue gas and on liquid hydrocarbons shall be determined by 1) lhe highest market 
price paid or offered for any gas (or hquld hydrocarbons) of comparable quality m lhe general area. or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respectJVe grades of liquid hydrocarbons), whichever is the greater In no event. however, shall 
the royalties payable under this paragraph be less than the royalbes which woold have been due had the gas not been processed 

(D) OTI-iER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufadured from gas (excepting hquld 
hydrocarbons) whether said gas be ·casinghead." "dry," or any other gas, by fractionating, bummg or any other processing shall be 23% part of 
the gross producliOn or such products. or the market value thereof, at the optK>n or the owner of the sod or the Commiss100er of the General Land Office, 
such market value to be determined as follows 1) on the basis of the highest market pnce of each product for the same month ,n which such product is 
produced, or 2) on the basis of the average gross sale pnce of each product for the same month m which such products are produced. whichever is the 
greater 

5. MINIMUM ROYAL TY. Dunng any year after the exp1rat10n of the pnmary term of this lease, If this lease is maintained by produdlon, the 
royalties paid under this lease 1n 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 succeedirig the anniversary date of this lease a sum equal to the total annual rental less the 
amount or royalties paid during the preceding y~.rie lf. P"Qragr~ 3 of this I .. does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dQILar SS t OQ) P<:r acre • • • . . . . . . . .. . . . . 
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6. ROY AL TY IN KIND. Notwithstanding any other prOVlSion m this lease, at any trne or from tme to tme, the owner or the SOii or the 
Comm1Ssloner or the General Land Office may, at the option of either, upon not less than stxty (60) days notice to the holder of the lease, require that the 
payment of any royalties accrurng to such royalty owner under this lease be made 1n lond The owner or the SOtrs or the Commissioner or the General 
Land Office's right to take rts royalty m kind shall not drnmcsh or negate the owner or the soirs or the Comm1SSloner or the General Land Office's rights 
or Lessee's obllgatJons, whether express or mphed, under this lease 

7. NO DEDUCTIONS. Lessee agrees that al royallJes accruing under this lease (including those palCI 1(1 kmd) shall be Without deduction for 
the cost of producang, gathenng, atonng, separating, tre:atrng, dehydrating, compressing, prooess1ng. transporting, and othefWl58 making the oil, gas and 
other products hereunder ready to< sale 0< use Lessee agrees lo compute and pay royaties on the gross value reoelved, IOdudt09 any remborscments 
for severance taxes and production related costs 

a. PLAHT FUEL ANO RECYCLED GAS. No royaly shal be payable on any gas as may represet( thcs lease's proportJonalie share "'any fuel 
used to process gas produced he<eunder 1n any processing plant Notwrthstand1ng any othe< prOVISIOO or ths lease. and subfe(:t to the wntteo consent of 
the owner of the SOii and lhe Commlss,oner or the General Land Office. Lessee may recycle gas lo( gas wt purpose$ 00 the leased p(en'llSeS 0< lo( 

ln,ect,on mto any oil or gas producmg formabon under1ylng the leased premises afte< the hQUld hydrocart>OOS oontaineci ,n the gas have been remoYed; 
no royalties shall be payable on the recycled gas unlll It tS produced and sold or used by l..es5ee 111 a manner wt11ch enlltles the royaly owners to a 
royalty under this lease 

9. ROYALTY P AYMENTS AHO REPORTS. All royalbes not taken 1n k1.nd shall be paid to the Commissiooer of the General Land Office at 
Austin, Texas, m the rollowmg manner 

Payment ot r~ on p<oducooo of Oii and gas shal be as prowled in the rules set '°'1h in the Texas Regtsaef. Rues cunenny provide that roya.ly oo ol 
,s due and must be reoeNed In the General Land Office on or before the 5th day of the second rnortU1 suooeedrng the month of productJOn, and royaly 
on gas is due aod must be re<:eNed 111 the General Land Office on or before the 15th day ot the second month succeeding the ITlOf\1tl of produdJon. 
accompanied by the affidavit of the owner. manager or o«her authonz.ed agent completed ,n the form and manner presat>ed by the General Land Office 
and showing the gross amount and dlSJ)OSAJon ol a.I oil aod gas produced and the rral1'et value at the Oii and gas.. together With a COf1Y at al doc:unefm. 
recoros 0< reports confrrrrnng the 9'°" productJon, d!Sp06lll0n and marxet value IOdud.ing gas mete< readings, ptpeltoe receipts, gas hne reoeipa and 
other chedc.s °' memoranda or amount 1><oduoed a.nd put tnto pepellnes. tanks, 0< pools and gas lines Of gas sloraqe. and any OChel reports Of records 
whteh the General Land Office may require to venfy the grogs produd!on, dtSpOSltJOn and marxet value In aN cases the allthonty of a manager or ag9f1l 
to act for the Lessee herein most be filed ,n the General Land Office Each royaly ~ shall be acx:ompan.e,d by a cnedt stw. schedute. ~ 
or other remittance ~ showing by the assigned Genenll Land Office leaM! numbef the amount of royalty being paid on each lease If Lesaee payw 
hes royalty on °' before thirty (30) days alle< the royaly pa)'ffleflt was due. then Lessee a l)e1lalv of 5% on the royalty °' $25.00. ~ • 
greater A royalty paymeot whlCh tS over thlfty (30) days late shan accrue a penalty of 10% or the royalty due 0< $25 00 wtnchever tS greate< In 8ddltJOn 
to a penalty. royal,es shaA accrue illle,est at a rate ot 12% per year. MJch tnte<est w!I begtf1 to 90Cl'Ue ~ the royalty is sooy (60) days <M!fdue 
Affidavits and supporting documents wttlCh are not filed wnen due shaff incur a penalty tn an amoont set by the General Land Office admtnlSlratNe N6e 
wtllCh IS effeclJve on the date whell the afftdavits or ~ doCl.meots ~ due The Lessee shall bear al r~ for PiJVWl9 °' C8UM1Q 
royalties to be paid as prescnbod by the due date prOVlded hef'el(l Payment or the detlnqueocy penalty shal 1n no way operate to prOl'IIC>lt lhe State's 
nqht of forleilure as 1><0Vtded by law nor act to l)OStOone the d:ati on whdl roya we<e O<igtnaly due The aboYe penaiy ~ shal not ~ in 

cases of lltle dispute as to the State's pornon of the royalty or to that portJon of the royalty 1n dspute as lo fatr marxet value 

10. (Al RESERVES, CONTRACTS ANO OTHER RECORDS. Lessee ll\«MI aoooaey fumlSh the ~ of the General Land Office 
With 1tS best ~ estmate of otl and gas reserves undertytog tt11s lease °' alloca~ to tnis lease and shan tumtSh said Commissioner With coptM of 
all contracts unoer whlCh g II liOld °' processed and • sub5eQueflt agreemeoos and ameodmeots to sodl oontr8ClS IMthKI thirty (30) days 3fte< 
entering into or making such contracts. agreements°' amendments Such oontracta and agreements when received by the General Land Office shal be 
held m confidence by the General Land Office un O(hef'MSe authonZed by Lessee Al <>Cher contracts and reooros pena,rung to the P<oducbon. 
transportatJOn, sale and marlletrng of the 0 11 and gas produced on said premtSes, tnduding the ~ and accounts. re<:e1pe1 and descharges of aN wefts, 
tanks, pools, meters. and Ptl)ellnes shaU at all lJTleS be soo,ect to 10SP8ciJon and eXBl'Tllf'\3tlOO by the Comm tOnef' of the General Land Office. the 
Attorney General, the Governor. 0< the representative of any of them 

(Bl PERMITS. ORIUJHG RECORDS. Wrltlen nooce ol all ope<allons on this lease shall be submitted lO the CommlSsione< ol the Gene<al 
Land Office by ~ 0< operat0< five (5) days before spud date, WOOtover, re-entry, temporary abandonment or plug and abandonment of any wen or 
wens Such wntten notioe to the GenetaJ Land Offt0e shal IOdude copees ol Ra•ooo ~ lorrns for appltcatJon Lo dnl. Copies of we• iests. 
completloo report.S and plugging reports shall be supplted to the Geoe111I Land Office at the tme they are filed wtth the Teitas Railroad Commssion AJ 

ppltcat:Jons perrrnts. reports or other hl.ogs that refere110e I.hes Of any speofic -• on tne leased premises nd that are submaed lo the Texas 
Railroad CommtSSIOO or any other governmental agency shan include the word -State• tn the title Add(IOOally. 1n acoorcilance with Railroad Comm&ion 
rules. any signage on tile leased prem«ses tor tile purpose of tdentJfy,ng wells. tank batlenes or other associated mprovements lo the land must aaso 
1ndude tile word ·state.· Lessee shalt supply the General Land Office With any records. memoranda, accounts. reports, cutttngs and cores, or Olhe< 
1nrormation relative to the operabon of the a~ J)(emtSeS. whtch may be requested by the General Land Office in addn:>n lo those her~ 
el(l)ressly provided for Lessee shall have an electncal and/or radlOaCtJVfy survey made on the bor&-hole sectJon, rrom lhe base of the surface casing to 
the total depth of 'tollell. or all welts dnlled on the above described premtSeS and shan transm- a true copy or the loQ of each survey on each wen to the 
General Land Office withm fifteen (15) days afterthe making or said survey 

(Cl PENAL TIES. Lessee shaM IOQJr a penalty whenevef ref)OftS. documents °' other matenals are not filed tn the General Land OlflCe when 
due The penalty for late fihng shall be set by the General Land Office adm,mstratJve rule whtCh tS effectNe on the dale when the matenats ~re due in 

the General Land Office 

11. ORY HOU:JCESSATION OF PRODUCTION DURJNG PRJMARY TERM. If dunng the prmary term hereof and pnor to discov ry and 
productt0n of otl or gas on said land. Lessee should dnll a dry hole or holes thereon. or ,r dunng the pnmary term hereof and alter the dtSCOVery and 

ctual oroduction of 011 or oas from the leased oremises sodl oroducooo thereof should oe~ from any cause th shaM not lefTTlll\ate t on or 
before the exi>tration of stxty (60) days from date of completion of said dry hole or cessatJOn or productJOn Lessee commences addltlonal dnfhng or 
rewor 1nq operations thereon. or pays 0< lenders the next nnual delay rental tn the same manner as provided ,n th'5 lease If during the last ~ar of the 
pnmary term or wrt.hm sixty (60) days pnor thereto. a dry hole be completed and abandoned. or the productJon of 0tl or gas should cease for any cause. 
Lessee's nghts shah remain 1n fuU force and effect wtthoul further ooerauons untJI the e.xpirallon or the pnmary l rm and ,r Lessee has not resumed 
production m paying quanttttes at the expiration of the prrnary term, Lessee may mamtam this lease by conducting addttt00al dnlhng or rewo<king . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . 
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operat,oos pursuant to ParaQrac>h 13. USUlQ the eXl)4ratioo of the pomary term as the dal of cessabon of productlOn under Paraqrapti 13 Should the firlt 
well or any subsequent weN dnlled on the above descrt>e<l land be oomp6eted as a ahut-tn oil or gas weU wrthtn the prmary term hereof, Leuee may 
resume payment of the annual rent.al Ill the same manner as P<OVlded hefetn on 0< before the rental paying date tollowlnq the exotratJon of sixty ffiO) 

days from the date of complet,on of such shut-m e>1I or gas wen and upon the failure to make such payment, this lease sha• IPSO fado tenninate rr at the 
exotrabon of the prmary le,m or any tme thereafter a shut-in Oii ex oas well is located on the leased premises. pavments mav be made ,n accof'danoe 
With the shut·tn prov,stons hereof 

12. DRILLING ANO REWORKING AT EXPIRAllOH OF PRIMARY TERM. If. at the BJQ)llcllJOn of the P(l'Tla,Y term. nether Od no< gas IS betng 
prOduced on said land. but Lessee IS then engaged 1n dnntng or rewo<lltng operauons thereon, thtS lease shan remain 1n force so long as operallOOs on 
said well or ta< dnlhnq a< rewooong of any addruonal wets are l)(osecuted in QOOd taitn and 111 WOflananllke manner WChout intem,l)OO(IS totaling mo,-e 
than sixty (60) days dunng any one such operauon. and tf they resull tn the production of Oil and/or gas. so long thereafter as Oil and/ex gas IS produced 
in paying quant1ues from said land, or payment or shuHn Ott or gas well royalties or compensatory royalties IS made as provided tn this lease 

13. CESSATION. DRILLING. AND REWORKING. If after the expiration of the pnmary term. production of Oii or gos from Che leased 
premises, after once Obtained, should cease from any cause. lhtS lease shalt not terminate rf ~ commences addlltonal dnlftng or rewonong 
opera11ons w1th1n sixty (60) days a fter such cessatlOO. and lhlS lease shall remain 1n full tcxce and effect ta< so long as such Ol)eratJoos continue 11'1 good 
faith and in wooonanhke manner wtthoUt ,nterruptions lotahng more th n Sixty (60) d ys If such dntt.ng or rewoottng operatJons result In the prOdl.ldJOn 
of o,I o r gas. the lease shall remalfl in lull force and effect fo< so long as od or g is P<oduced from the leased 0<emises in paying QuanlllleS Of payment 
ot shut-in Ofl or gas well royalties or payment of compensatory royaft IS made as p(ovided heretn ex as p(Ovlded by law If the dnl.ng or rewooong 
operatJons result '" the com()ietJOn of a well as a dry hole. the ase will not lefmioale rt the Lessee commences addioonal drtllnq or rewooong 
operations wrth1n suety (60) days after the completlOn of the wed a a dry hole, and thtS lea_se shad remain in errect so long as Lessee oonllnoes dnlltng or 
reworlong operations in good faith and tn a worl(manbke manner without interrupoons totakng more lhan soc:ty (60) days Lessee sha.D gtve wntten notice 
to the General Land Office wrth1n thirty (30) days or any cessatton of production 

14. SHUT -IN ROYAL TIES. Fcx purposes of thcs parag Ph. ""-ell" means any weH that has been assigned a weff number by the state aqency 
having 1uns<1ictt0n over the production of 0tl and gas If, al any time after the expiratoo of !he pnmary term of a lease that. un!:11 betng shut 1n , was being 
maintained in force and efted. a well capable of P<OdUClnQ od Of gas m paying Quantrlles IS loc8ted on the leased premises. bot Oii ex gas IS not be1llg 
prOduced for l&cl< of suitable prOCIUdlCXI faoltlles ex look of a su11.ab mal1'.et, then Lessee may pay as a shut-in oil or gas royalty an amoont equal to 
double the annual rental prO\llded 1n the lease but not less lhan S1 .200 a year ta< each well capable ot P<odUCIOQ od 0< gas 111 paying ouantibes tf 
Paragraph 3 of thtS lease does not specify a delay rental amount. then fa< the purposes of th«s paragraph, the detay rental amount shan be one dolta1 
(Sl 00) per ere To be effective. each 1nttial shut· Wl odor gas royalty must be paid on Of before (1) the eJCZ)lratJon of the pm,ary te,m. (2) 60 days def 
the Lessee ceases to prOduce 011 or gas from the leased premise$, or (3) 60 days after Lessee comp tes a dnUeng ex reworking operation 1n aocorclance 
IN!lh the lease provlSK>fls. whlCheVer date IS tat l Sueh payment shaH be made one-half ( 112) lo the Commcs:s,oner of tile General Land Office and one­
half (112) to the owner of the SOll If the shuHn 0tl ex gas royalty IS paid, the lease shall be considered lo be a producing lease and Ille payment shin 
extend Che teITTl of the lease for penod of one year from the end of the prrnary te,m. 0< rrom Ille fnt day of Ille moolh lollowtng the month m which 
pr0duct10n ce sed, and. after that. 1f no suttable prOductJOn faciltllSS or suitable mal1'.et 10< the 0tl or gas e.1usts. Lessee may extend the lease ror tour 
more successive penods of one (1) year by paying the same amount e ch year on or before !he e.xpiratton of each shut-in year 

15. COMPENSATORY ROYALTIES. IL dunng the penod the lease IS kept m effect by payment of the shut-m 0tl ex gas royalty <>ti or gas IS 
sold and dehvered in paying quanuues from a well located Within one thousand (1 ,000) feet of the leased premcses and completed 1n the me p(Oduong 
reservo,r or m any case m whlCh drainage is occumnq. the nqhl 10 continue to maintain the lease by oayi.nq the shut in <>ti or gas royalty snaU cease. but 
the lease sh II remain eff6Clrve for the remainder of the year ror wt11ch the royalty h been paid The Lessee may matnt.ain the lease for four mo<e 
successive years by Lessee paying compensatory royalty at lho royalty rate Pfov,ded in the lease of lhe market value of P<Odudlon lrom the well causr,g 
!he drainage ex which 1s completed 1n the same prOduong reservoir and within ooe thousand ( 1.000) f t of the leased premises The compensatory 
royalty is to be paid monthly, one~half (1/2) 10 the Comm¢!1toner ot the General Land Office and one-half ( 1121 10 the owner of the soil. bepinmng on or 
before the last day of the month following the month in which lhe Otl or gas IS prOduoe<l from the well causing the drainage or that 1s completed in lhe 

me producing reservotr and localed Wlltlin one thousand ( 1,000) reet ol the leased p(emcses II !he compensatory royalty paid ITT any 12-month penod 
,s n amount less than the annu I hut-in o.l ex ga royalty. Lessee shall pay n amount equal to lhe <llfferenoe within thirty (30) days from the end of the 
l 2 monlh period <,;ompensatory royalty payments whlCh ar not umely paid Wiii accrue penalty and interest tn acx:oroaoce with f>amqraPh 9 ot lt\lS 
lease Nooe o( these pro,.,, ioos w,11 relte"6 Lessee of the obligauon of reasonable oe...elopment oor the obltgatJOn to dnU offset we as p(OY!Oed in 

Texns Natural Resources Code 52.173. however. ot the dete,m,natJon of the Comrmss.:ioer. and With the Comm1SS1<>oer s wrmen approvaJ. the payment 
or compensacory royalties can sausfy the obhgacion to dnll offset wells 

16. RET AJNEO ACREAGE. Notw1thst.and1nq any l)(()VISIOn of this lease to Ille contrar;. after a well prOducinq or capable of prooucmq Oii or 
gas has been comple!e<l on the leased premises. Lessee shall exercise the dthgenoe or a reason bly prudent operator 1n dnlhng ueh addrtJOnal well °' 
wells as may be reasonably necess ry for Ille proper development of the leased premises and 1n manc.et1ng the prOduetJOn thereon 

(A ) VERTICAL In tho event thrs lease is in force and effect two (2) y ars alter the e.xp1ra11on date of the pnmary or extended term n shalt then 
terminate as lo II of lhe leased premises. EXCEPT (1) ~ acres surrounding each Ot.l well capable of prOduong 1n paying quantities and 320 acres 
surroundlll<J eacn gas weu capab oi PtOducinq 111 oayinq QuantJUes (tnduel1ng a shut·lf'I Oii or pas well as prOVIOOd 111 Paraqrapn 14 hereof). cx a wet 
upon whlCh Lessee cs lhen engaged 10 conttnuoos dnllmg or rewooung operauons. or (2) the number ot acres included tn a prOduong pooled u.n« 
pursuani to I ex.is Na:l\Jrat Resout'Ce3 t;ooe !'>2 151 !'>2 154. or tJl SUCh greater or lesser numoer of acres as may then be allocaced for prOduc:oon 
purposes 10 a proratton un11 for eaeh sueh prOduong well under lhe rules and regulatJOns of the Ra11,oao Comm IOfl ot Texas. or any suocessor 
agency, or other governmental aulh<>nty hav1nQ 1uns<J1COOO If at any ume atler the eltectJve date of the parual termmatJon P<~ hefeof. the 

pphcable held rules are Changect or the well or wells localed thereon are reclassified so that aCfeage is therearter allocated 10 said well ex wells for 
prOduclJon purP<>Ses. thcs lease shall thereupon terminate as to all aaeage not thereafter allocated lo said well or wells for P10duellon purposes 
Notw1lhstan<l1ng the term,natJon ol this lease s 10 a portion of the lands covered hereby. Lessee shall nevertheless continue 10 have !he right of ingress 
to nd eqress from the lands stlll sut>tect to this lease f0t a.II purooses described in Paragraoh I hereof. loqelher w,U, easements and nghts~-way for 
ex1sl1ng roads, e1usl1ng p1pehnes and other 8ll1Sl1ng faohlles on, over and act0$S all the land desalboo in Paragraph 1 he<eof ("the retained lands1. for 
access to and from the ret.a1ne<l land and for the gathering or transportatton of oil. gas and other m1ne,als p,Oduced from the retained lands 
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(8) HORIZONTAL In the event this lease cs ,n force and effect two (2) years after lhe exi,,rauon date of the prmary or extended term II $haM 
furthe< terrmnate as lo an depths below 100 ff)et below the total depth dntied (heremafter ·deeper depths·) m each well located on acreage reamed 111 

Paraqraph 16 (Al abOve, unless on 0< before two (2) years after lhe prma_ry 0< extended term Lessee pays n amount equal to one-half (112) of the 
bonus ong,nally paid as consideration for thrs lease (as apeofl6d on page 1 hereof) tf such movnt is paid, lhes lease shan be ,n force and erfect as \0 
such deeper depttlS, and said tcrmmaoon snan be delayed for an addrtJOoal penod of IWO C2) years and so lo.nq thereafter as oil or gas rs produced ll 
paying quantities from such deeper depths covered by this lease 

tC ) 1DE:Nl tFICA I ION AND !UNG. I he surtace acreage retained nereunoe, as to each well shall. as nearly as Pract1C3l t>e an ltlC form of a 
square with the well located ,n the center thereof, or such Olher shape a may be approved by the Comm1SSt0.ner ot the General Land Office Wlttwl 
u,,ny 1301 days alter partial termrna11on 01 ttus lease as 1><0Vlded nere,n. Lessee sna11 exccut, and recoro a release Of releases conta.aninq a satJStacto,y 
legal oescnptJOO of the aaeage and/0< depths not retained hereu.noer 1 he recorded re ase, 0< a oert1fred copy of same. sh n be hied "' the General 
Land Office. accompanied by the fihnQ fee prescnt>ed by tne General Land Otfloe ruies in ettect on tile date lhC release is hied If Lessee fatls or reru:ses 
to execuL and record such rele se or relea s wrthin mnety (90) days alter being requested lo do so by the General Land Office. then the 
(.;()mmissioner at hes sole dcscreoon may deSignate by written ~rument tile acreage and/or oepttlS to be released hereunder and reCOfd such 
instrument at Lessee s eJq>ense ,n the coonty 0< counties where the lease is localed and "' the ofloal records or the General Land Office and uch 
designauon shall bo b1nd1ng upon Lessee ror all purposes 

1 7. OFFSET WELLS. Neither the bonus. delay rentals nor royaltJes paid. or to be paid. under thrs lease shall reheve Lessee of hes obbgauon 
to prot.ect the od and gas under the above-descnbed land from being dramed Lessee. sublessee, rece,ver or other agent ,n control of the leased 
premises shaU drill as many wells lhe tacts may 1ust1fy and shall use 30Pf00fl3le means nd dnil lo a deolh necessary to 1><event undue drainage of 
oil and gas from the leased prem In addruon, ,f Otl nd/0< ga should be produced ,n commercial quant,t Wllhtn 1.000 f t of the leased prem 
or ,n any case where lhe leased 1>1em.ses is beioq drained by p10dudl0n 01 otl or gas the Lessee Sllblessee. 1ecerve, or other agent in control ot tile 
leased premises shall in good faith begin the dnlltng of a well or wens upon the leased premtSeS Wllhtn 100 days alter the dra,mng well 0< v.oens 0< the 
well or welts completed within 1.000 lect ot the leased premises start P'Oduong ,o commerool Qu ntttJes nd snau p<osecute such drrllltlQ with dfllgeoce 
F ,Jure to atrsfy the statutOf)' off l Obi tron may subject this lease nd the owner ol the SOtrs agency rights to forfetlure Only upon the determmatJOn 
01 the l;Ommiss,one1 of the ueneral Land Uttice and W1th hes wnuen pproval may the payment OI compensatory r0yalty under aP()llcable statut.Ofy 

parameters atisfy the obltgation to dnll an offset wen or wells reqwed under this paragraph 

18. ORCE MAJ EURE. II. atter a qOOd ta1th el1on. Lessee is prevented trom compty,nq with any exoress or mphcd covenant OI lhtS lease 
from conducting dnlltng operation on the leased premises, or from prOduong 011 or gas from the leased premises by reason or war, rebellion. nots. 
strikes. acts 01 (;od, or any valld oroer. rule or requtauon 01 government authorlt'Y. then wnlie so l)(evenleo Lessees obltqatJOn to comolY With such 
covenant shall be suspen<led nd Lessee shall not be liable for d mages f0< ra,rure to comply W1lh uch covenants. add11JOnaRy. thtS leasa shaU be 
extended while Lessee IS prevented. by any sucn cause. trom conductJnq d11U1ng and rework,nq operatJOOS o, lrom prOducmq Odor gas trom me leaSecl 
premises However. nolhrng ,n thrs paragraph shall uspend the payment of delay rental ,n order lo mamta,n thrs lease ,n effect during Lile prrma,y lerm 
,n lhe absenoe of such dnlltng or reworlung operatlOfls or prOduction of Otl or gas 

19. W ARRANTY CLAUSE:.. I he owner ot the soil warrants and agrees to defend lJtle 10 the le sed premises II lhe owner of lhe sot! detaullS 
,n payments owed on the leased prem tSeS. then ~ may redeem lhe nghts of the owner or the soil m the leased prem,ses by paying any m0<1gage, 
taxes or other hens on the le sed premises II Lessee makeS payments on behalf 01 the owner of lhe sotl under lhcs pa,aqraph Lessee may recover the 
co l or lh6se payments from the ~ ntal and royalties due the owner o f the eorl 

20. IAI PROPOR flO NA TE RtDUCllON CLAUS • II Ille owner 01 lhe sod owns less than the ent"e und1vded wr1ace e:wite tn the abOve 

de cnbed land. whether Of not L ' ,ntere t spec,l rad here,n. then the royalt and rental heret0 provided to be paid to the owner of the 80II haU 
be paid to hrn ,n the prooon,on whtCh hrs interest be rs Lo the enlJfe undrvoed surtace est.ate and the 1oyalttes and rental hefe111 provided to be paid IO 
the Comm, ioner ol the neral Land Uttice ol the State ol Texa shan be likewise proportJonately reduced However. before Lessee adJusts the 
royally or rental due to the t;omm&t0n r 01 the l>ener I Land Ulltee Lessee or his author~ed represenWLJve must sut>tn,t lo Ule U>mm1SSrooer ot Ille 

General Land Office a wnllen l t ment whtCh expl ms the dlSCt'epancy between the tnlerest purportedly ased under lhrs ase and the &dual interest 
ne<l bv the ow,'ler ol LJ)e soil I he t;omm1SSt0oer 01 the lieoeral Land U1hce shaU be oald lhe value ol U'le whole O(odudJon allocabie to anv undnnded 

,ntere t not covered by a lease. the proport,oo te oevelOpment and l)<oductoo cost alloca to such undivided interest Howel.'er. m no event shall 
lhe <..oou,11sst0ner 01 the uenerat Land umc:e recerve as a rovallv on the 1oss oroductJOn allocable to the undrvtded mterest not leased an amount leSS 
than lhe value 01 one-sucteenlh ( 1116) 01 such gross production 

(B) REDUCTION OF PA YWENTS. 11 durina the OllfT\ar\l term a OOrtJOn ot the land covered bv this lease IS rncluelec:t Within the bounda11es 
ol a pooled unit lh t has been pp<oved by the Schoot Land Board and the owner 01 the SOtl ,n accordance wrth Natural l{esources (;Ode $eclions 
~.! 1 !> 1 !>.! 1 ~ or 11 at nv t.-ne atte, the exi>tr tlOO 01 lhe ormar., 12rm Of the extended letm this lease covers a lessef number ot aaes than Ille local 
amount oescrobed oorem. payments lhat re maoe on P8' acre t>aS nereunoer snail be reduced according lo the number OI aaes pooled. released, 
surrendered or olllerwrsa severed so that oavments determ,~ on a 001 acre b:lsis under the terms 01 this le.1$8 durrl'lQ lhe onmar., term shall be 
calculated baSed upon the number ot cres outside the boundaries 01 a pooled unrt or. 11 alt r the exp1ratt0n ol the pnma,y t rm the number ol acres 

actually retained and covere<1 by this lease 

21 . USt OF WA Tc.R. Lessee shall have the nont 10 use w.:itet 0<oducect on said land necessarv tor ooeraoons under lhlS lease exceot water 
trom wells 0< tan 01 the owner 01 lhe IIOII. provided, however Lessee shall not use potab water or water suitable IO< ltvestook or ,mgauon purposes 
lor waterflood operations without lhe pnor consent of the owner of the SOll 

22. A UTHORIZ.ED DA M AGES. Lessee snail om, lhe owner 01 tne soil lor damaoes caused bv ns ooorauons to au oersonal orooertv. 
rmprovements. ltvestocl< and crops on said land 

23. PIPELINE DEPTH. W h n requested by the owner of lhe SOtl. Lessee shall bo,Y llS ptpeltnes belOw plOw depth 

:!A WELL OCATION LIMIT Nn ...-11 ~h II l'P rfnli...1 ""fl'"' !hAn twn htonrfr~ f2M) r-1 fn Any l'l<>•t- nr l\<1rn oinw nn ~<1"1 rr...-n...- w,ttw)l1t 

the wntt n con nt of the owner of the IIOII 

FIT EAAS~ ~t~IL AT" 4' 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and aR proper safeguards to prevent pollution Wthout 
lmt1ng the foregoing, poltvbon of coastal '#8Uands. natural waterways, nvers and tmpounded water shall be prevented by the use of contatnmeot 
faolihes sufficaenl to prellet\l spillage. seepage 0( ground waller contlminatJoo In the event of polubon, Lessee shaU use al means at ts cf,spo,sal lo 
recapture all escaped hydrocarbons or other ponutant and shaft be respon$ible for an damage to put>ric and pnvate properties Lessee sha• boild and 
ma,nta,n fences around its slush. sump. and drntnage pe and tank battenes so as to protect llvestodt aga.inst loss. damag8 0< '"IUl'Y. and upon 
completron or abandonment ot any wen or wens, Les shan fill nd level au slu h p and cellars and comp tely dean up the dnn,ng rte of an rubbtsh 
th reon Lessee shall. wtule conducbng OQemhons oo the leased p<emises. keep s.aid p,emises free of au rubbcSh. ca:ns. bottles. pat>er cuos 0( ga,bage 
and upon completron of operatlOl'ls shan re tore the surface ol the land to as near 11.S on91nal cond11Jon and contours a ,s pradJC&ble Tanl(s and 

equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hrmtatrons 10 this paragraph. Lessee shall have the nght to remove machinery and fixtures placed 
by Lessee on the leased premrses. 1nclud1ng the nght to draw and remove casing. wrth1n one hundred twenty (120) days after the expiratron Of the 
terminatlOll or this lease unless the owner of the sod grants Lessee n extef\SJOO or this 120-day peood However Lessee may not remove casing from 
any well capable or producing o,t and gas 1n paying quantities Addrtronally. Lessee m y not draw and remove ca ,ng until an.er thirty (30) days written 
notice to the Corrm«ssaoncr of the neral Land Office and lo the owner of the SOii The owner of the sod shaa become the owner of any machlnety. 

fixtures. or casing wh,ch are not tJmely removed by Lessee und r the terms of this paragraph 

27. (Al ASSIGNMENTS. Under the condlOOOS contained in this paraqraph and Paraqraph 29 of this the nohts and estates ol eche.r 
party to th,s lease may be ass,gned. m whole or m part. and the prov,srons of this lease shall extend to and be btnd1ng upon thetr het<s. deVJSeeS. legal 
re res.:lntatJ\f soCC8SS()($ and ass,ons Howe¥ r a dlanoe or dtv1Sion in ownershao ol lhe lallc:I. rentals. or royalties wdl not enlatQe tho obuqahons al 
Lessee. dmm,sh the nghts, pnv,leges and est tes of Lessee. mpatr the effectNeness ol ny payment made by Lessee or mpa1r the elfecllveoes.s ol any 
ad perlom'8d by L And no dlancie or divis,on ,n ownersh,o or the land rentals or royallles shall bind Lessee fO( anv ouroose until th,rty (30) da13 
alter the owner ol the soil (or his heirs. oev, • legal representalNeS Of ass,gns) lum,shes the Lessee with salt factory written eVldeooe of the change 
1n ownershio rncludmo the onqrnal recorded munments ol ltlo (or a oertJfied eoc>v of such OOQWlal) when the ownershao chanQed because al a 
conveyance A total or partial ass,gnment or thrs lease shal. to the extent of the ,nterest ass,gned. reheve and drscharge Lessee of all subsequent 
obhoatoons ur>der this le-a~ If this tease ,s ,oned in rts enbretv lo ontv oart of the acreaoe the naht and oooon to pay rentals shaH be 8DOOriJOned 
as between the several own rs ratably. acx:ora,ng to the area or each. and failure by one or more of them to pay h,s share or the rental shaft not alfect 
th,s tease on the part or the land uooo whlCh oro rata rentals ore trnelv paid or tendefed howevef rt the 3SSJOl10f or assionee does not file a ceftlhed 
copy o f such assignment ,n the General Land Office before the next rental paying date. the entire lease shaff term,nate for ra,ture to pay the entJre rental 
due under Paraoraon 3 verv ass,onee shall succeed lo a.II nohts allc:I be suo,oct to II OOhOatJOOS llab1hoes and penaltles owed lo the State bv the 

ong,nal lessee or any poor ass,gnee of the lease. 1nclud1ng any habthtie to the State lor unpaid royalt 

(B) ...SSI NME.N f LIMITATION. NotWMstandino anv PfOVmOO IO ParaoraOh l/lal 11 the owner 01 lhe sOII acou1<es this lease IO whole or 11 

part by assignment without the poor wnuen approval or the Commrs t000r or the General Land Office. this lease rs vOfd as of the tme or assignment and 
the aoencv oower 01 the owner may be torfe11ed bv tile CommlSSIOner All ass10nment will be treatea as If II were maoe to me owner 01 tile SOii If tne 
assignee ,s 

I 11 a nom,nee of the owner o1 the soil 
(2) a corporatJon or subsidiary m which the owner ol the SOtl IS a pr,napal stockholder or is an employ or such a corporallon or subs1chary. 
13) a oartnershtO ,n which the owner of lne sod IS a oartner 0( ,s an emok>vee ol such a oartnershJO 
(4) a pnnopal stockholder or employee of the corporatron which ,s the ner of lhe soil, 
151 a partner or emolovee ,n a oartnershlO which IS the owner of the SOii 
(6) a fldUC1ary ror the owner or lh sod. 1nclud1ng but not lrn,ted to a guardian Lru l . executor admmrstrator. receiver or con ivator for the 
owner ol the sod or 
(7) a famtly member of the owner of the soil or related Lo the owner or the SOtl by marr,age blood or adoplron 

28. RELEASES. Under the condlllOOS contarned 1n this oaraoraol'I and Paraoraoh 29 Lessee mav at anv trne execute and deliver IO the 
own r or the sot! and pl ce of record a rele se or re ases covering any port,on or portrons of the leased prem,ses and thereby surrender lhtS lea as 
to suctt oomon or ooruons and be relieved 01 all suoseouent obl,o llOOS as to acreaoe svrrenoered It anv oart 04 this lease is orooe<IV wrrendefed the 
delay rental due under this lease han be reduced by the propo<tlOl'I that the surrendered acr age bears to the acr age which s covered by Lh,s lease 
tmmediatelV orror to such surrenoer however such release will not relieve Lessee of anv habltrties which mav have accrued under u,,s lease onor to too 
surrender of such aeteage 

29. FILING O ...SStGNMEN TS AND R LEASES. 11 aH 0( anv oart of thlS le3$8 is 8SSJOned 0( released such aSSJOrvnent 0( release must be 
recorded m the COtJnty where the land tS s,tu led. and the reco<ded instrument, or a copy or the recorded instrument oertlfted by the County Clerk of the 
counrv ,n wtucn the ,nstrumcm is r6COfoed must be tood in Ole l>eoeral Land once Wllhtn 90 oavs ot t l)e 13$1 exec:uuon date aocomoanoed by tne 
prescribed rihng f If any such assignment ,s not so riled the rights acQuired under lh,s ase shall be subted lo fo<fetture al the option of the 
Commissioner of the General Land Office 

JO. OISCLOSURI: CLAUSE. All Provisions oena,nino 10 me lease 01 me abOvo-oescnoecl tarlCI have been 1nC1u<JO<I ,n this ,nstrument 
,ncJud,ng the statement or the true constderatron to be paid for the executron of this lease and the rights and duties of the parties Any collateral 
agr ments concerning th development or o.i and gas from the le sec! p<em1ses which are not contained ,n lhtS lease render thtS le se 111valld 

31. t-lOUCIARY DUTY. I he r 01 the SOii owes the ~ate a llduoarv dutv and must n,1,v dlSCIOSe anv 1aas a1tedlno the ~late s interest in 

the leased oremises When the tnlerests of the ner of the SOii connict w,th thos6 of the State. the owner of the SOii IS obligated to put the State's 
mtere ls before his personal ,nlerests 

32. f-ORFE:11 URE. If Lessee shall tail or re1use to make the oavment 01 anv sum wrth1n 111,nv davs ,me, 11 t>ecomes due 0< fl Lessee or an 
aulhonzed agent should knowingly make any false return or fal e report concern,ng product,on or dnll,ng. or 1f Lessee shall fail or refuse to dr~l any 
onset well 01 wens 111 oOO<J 1a1lh as 1oou11e<l bv law and lJ)e rutos and reoutaLJOns adoole<J bv the I..OmrnlsSl<>oer ot tne uenerat Land ornce or fl Lessee 

houk:1 fail to f, rel)O(lS 111 the manner requ,red by law or rail to comply with rules and regut trons promulgated by the General Land Office. the School 
Land l:k>ard or the Ka,lroad l.:onnussoon or fl Lessee should reruse the orooer authO<ltv oooess to Ille records pen ,mno 10 ooerauons or II Lessee or 
an authorized g nt hOuld know,ngty ta11 or refuse to grve eo<rect mformatron to the proper authonty. or knowingly tail or refuse to furnish the General 
Land Ottice a coirect lOO 01 nv well or 11 Lessee shall knowiooiv vlOlat anv 01 the matenal 0<ovi:s,ons 01 this lease or n thlS leaSe ,s asstOned and tne 
ass,gnment 1s not filed m the General Land Office as required by law. the nghts acquired under th,s lease shall be subject to I0<1e1ture by the . . . . . 
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(.;()mm1SS10ner ano ne &nall 1or1e ll same wnen sumcaenuv 1ntormeo ot the racts wn1C11 aumonze a tor1enure ano wnen roneneo the area snail aoain t>e 
su1>1ea lo lease under the terms of the RehOQuishmenl AcJ. However. nothing herein shall be construed as w 111,ng the aulomalle terminauon of this 
lease by 000Jat1on or law 0< ov reason 01 any soecia1 111r11tallOll nslOQ nereunCJer t-one,tures mav oe set as,oo ano tnis lease and au nonts thereunoer 
re,nstaled before the rights of anothe< ioteniene upon Lt fado,y evld nee to the Comm1SSioner of the General Land Office ol future compll noe with 
the pro111 ions of lh law nd of thlS le and the rules and regulations lhal may be adopted retat,v hereto 

JJ. LIEN. tn accoroance WlUl I exas Natural Hesouroos Gooe !,l 1Jb me titate snan nave a first 1-en uoon all 011 and oas proouceo rrom me 
area co11 red by this lea e lo secure payment or all unpaid roy lty and otner urns of money that may become due und r lh1s le se By acoeptanoe ol 
thrs leJse Lessee 01 nls the tit t 111 add1hon to tne hen 01ovlded bv t e.ws N tur I Hesovtces Goc>e !12 1 Jb ancl ny Olher DOI Ole st tulOfV lien an 
express contractual hen on and security interest ,n all leased minerals 1n and extracted from Lile ased premises II procee<I whldl may accrue to 
Lessee rrom the sale or sueh leased muierals wtietne, i.uCl'I o,oceoos a,e neld ov Lessee 0< bv a lhtrel oanv and aH luctures on ancl IITl()(Ovements to me 
leased J)(emises used 1n connectJOn with the piOduction or proc:esstng of such leased minerals in oraer lo secure the payment ol all royalties or other 
amounts Clue 01 to beCOme Clue unoer this iease and to secure oayment 01 anv <JamaQOS 0t IOSs lhat Lessor mav su11er bv reason or Lessees breach ot 
any cov nanl or condition ol u,,s le se. whether express or implied I h1 hen and soour,ly interest may be loreclOSed with or WllhOul coun 1><oceed1ngs ,n 
the manne, OfOlllded u, the I ,tie 1 l.hao !I or the I ell3S ~•1CSS rlCl U>mmeroe l.ode Les.see aorees that Lile U)n)OlaSSIQOer mav reoulf'e Les.see 10 
el(ecule and record such ,n truments as may be reason bly nee.es ry to acltnowledge. au.acn or parted this hen Le see hereby represents lhat there 

re no orlOf or suoe11or hens ris,,10 rrom nd relatu)Q to Lessees c1Jv1ties uooo the above oesc,lbed o,ooefly OI 1,om L s a<:QulSJtJOO Ol tl\,s 
!:>houk:I the Gomm, ione, l any tme deterrrnne thal lhis rep.esent tlOO ts not llue, then lhe CommrsStOner may declare this lease tortefled a l)(Ovlde<I 
h rein 

34. POOLING. Lessee IS nereby orantoo tno nol\l to pool or unrt~e the royartv rnterest 01 the owrier 01 lhe SOii under tllis lease w1tl\ any other 
1easeh01<:1 or mineral interest for the explOrauon. development and l)(Oduction 01 <>ti or gas °' etlne< Of lhem upon the same terms as shall be ppro\led 
by tri l:>CllOOI Land t:Joara nd mo (.;()mmlSSl()ner or tl\e l>eneral Lano Oltlce ror tile 00011no or unt1.tuno OI the interest or Ille tilate unoer thlS lease 
pursuant to 1 ex.as Natural Resources Cooe 52 151 -52 1 !>4 I he owner 01 the SOii agr that the tnelusion ol tn1S 1><ov1 100 rn tn,s ase sau I Ille 

execut10n requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and CIISChafQeS the titate or I exas ano me owner 01 tne sotl their otticers emoiovees panners 
agents. contractors. sut>cootractors. guests. rnVllees. and thetr respectJve succesSO<S ano igns. of and lrom all and any actions and cau 01 aclJOn 
01 every nature or ocher harm inc1uct,no env11onment I I\Jrm to, wnldl recovery ot dam.lQ8S is souont 1nclodlll0 but not lmrte<I to au losses and 
e.xpen es which are caused by the act1vrues ol Les ,ts offloers. employ . and agents ansrog out OI. IOCICJental to. or resutnng trom. the operations 
01 0< ror Lessee 0<1 the leasea o<em,ses hereunder o, that may nse out 01 0< be occas,on,oo bv Lessees l><ead'I oc anv or tne terms Of P'OVISJOnS or tnas 
Agreement. 0< by any oth r negligent or strictly II ble a 0< om,ssoo 01 Lessee t-urtllef. Lessee he<eby agrees lo be hable for. exonerate. IOdemn1ty 
oer 1'1<1 ncl hold harm U'le ::>late 01 I e,.as and Ille OWflOt OI U'le SOri tr.elf OlhOOtS emoiOyees 31lO aQent$ t~ SIICCeSS()(S OI' as5IQO$ aciainst any 
and II cl ,m • hab,hhes. losses. d m . actJOns. pe,sonar 1n,u1y (including <lealh). costs and expenses. or other harm r0< wtucn recovery ol aamages 
,s souont under anv theo<V 1ndud1nq tO<t contract 0< stnct habthlV 1nc1u<11nq auomovs anc:1 ocher leQal exoenses 1ncludrno mos.e 1etated to 
environmental hazarels. on lhe leased 1><em1ses or in any way related to Lessees !allure to comply with any and an envlfonmenlal laws. those ans,ng 
rrom or ,n nv way retateo to Lessees ooeraoons Of nv otller or Les.see s actrvll oo tile leased l)'emtSeS tnose arl$lll0 trom Lessees use OI the 
surtace or the leased prem.ses. and lhOse that may anse out ol or be occaslOOed by Lessee s breach ol any ol the terms or prov1s100S ol lhrs Agreement 
or anv otner clCl 0< omlSSJOO 01 Lessee its d11ea0<s omcer:. emoiovees oa,tners aoeot.s cootrac:10,s $UbCOntracto,s QueStS 1t1Vll ano thelt 
re pectJve successors nd ssigns l::ach assignee ot thrs Ag1eemenl. or an interest ltlereio. ogrees to be ltable for e1COner t 1nclemnrty def nd and 
hOICl harmless the !>late ot I ex and the owoer 01 the so,t thotr onrcers emolovees and aoeots ,n the same mannet 0t0111Cleo bOve in conned.lot'I ......,.. 
Lile ac11v1ues ot Lessee. tlS officers. employees, and a nts as oescrlbeo abO"' • E.XC PT AS OTHERW ISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE IND MNITY OBLIGATIONS ANO\OR LIABILITI S ASSUMED U NDER TH TERMS OF THIS AGR EM NT SHALL B WITHOUT LIMITS ANO 
WIIHUUT RtGAfW 10 THI:: C.AUSE OH C.AU~I::~ I Hl::Hl::Of- (l::Xl..LUOINt. Pt<l::-1::X.l!>TIN(, CONDtllON!>>, !>HOLi LIABILITY . OH THE 
N GLIG NCE O ANY PARTY OR PARTIES (INCLUDING TH NEGLIGENCE O TH IND MNIFIED PARTY). WH THER SUCH NEGLIGENC€ 
8 1: !>UL.I:, JOIN I , LUNCURHl:N I, AC. l lVE:, UH PA!>!>IVt. 

36. c NVlRONMEN r Al. HAZARDS. Lessee sl\.lU use mo IUQ.heSt d6at OI care ano all reasonat> s.iteouasds 10 OTevent COf\Ul'Tlll'4lton 0t 

pollutlOn or any environmental meo,um. 1nc1uo1ng SOtl sun.ice wat rs grounow l r seoiments ano sunace or suosunace wata. amoiem alf or any 
otl\et em,,1onn n.t medlOll, ,n on or unde1 tho sed ptem,ses bv anv waste POl4'lanl o, c:::ontam.nant L I nol bt1nq OI pe,-mit to 1emall'I on 
tne 1easeo 1><emtSeS any oes{OS contarnrog m t n I eKPl()St tO>tlC mat nal or ut>St nces regU1a1eo a n z roou wa t nazaroou m te< 
l\az.ardOuS SUbSl.anCeS I lhe l m1 Hazardous ::wost nee is delined 111 the l-omote/lellSIVe l:nwonmental Hesponse t.ompensat,on and Laabllllv AcJ. 
tl..t:Kt..,LA) "' u :, 1.., ::.ectlOOS l:loV, . et seq /, or 10,oc uostanoos unoe, any leoef&I state 0< IOCal law 0< 1egu1auon t Haz raous Mat nar J except 
rn·rhn<1ry ~""·~ n>mm<"'<lly 1~M"' mn~ W'!h ~ "'1 !)- !"~""' 1"1,.,...,. 1 1~11 ~,.,~ n-1 .. ~ ,n ,,. ,..._,n, ,.,....,_ oo ti 11nr,1-.. 
LESSEE'S VIOLA TION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER ANO 
LESS SHA LIN a.uw:v , HOLD HARMLESS ANO Oc:FENO TH STATE OF TEXAS AHO TH OW RO THt: FR ANO A INST 
ANY C.LAIM:,, OAMAGtS, JUUGMl:N IS, Pl:NALllt:S, LfA(:jlLlllt:!>, ANO t:,0:,1!> (IN(..LUOING Rl:A$0NABLt AllOt<Nf:Y!> f-1:1:~ ANO (..0URT 
COS Sl CAUS OBY O A N OU OF 11 A A T N OF TH FO PR ® TION 121 TH • R L ASE 
01!:>POSAL Of- A NY H~ROOUS MAT ERIALS ON. UNOtR. OR ABOUT I Ht LE:ASE:D PREMISES DURING LESSEE: S OCCUPANCY O 
CONTR TH AS O P M S LESSE SHA L CLEAN UP RE V M DY ANO R PAIR AN Y so, 0 UNO WA R 
CON r AMINA TION ANO DAMAGE CAUSED BY THE: PRE!>ENU: OR Rl:Ll:A!>f: Ot- ANY HAZARDOUS MA TE:RIALS IN. ON. UNDER. OR ABOUT 
TH L AS O PREMIS S OURIH L SScE'S OCCUPAN Y TH LEAS D P M S IN M ANC WI H H R QUI M NTS 
APPLICABLE: LAW. I HI!> INDEMNlt-lCA TION ANO A::,::,uMt> IION SHALL At>PL Y, BUT 1::, NOT U MII t:O TU. LIABILI t Y FOR RESPONSE 
ACT N N RTAK N R UANT T CER A ANY OfH R NVIR M N'TA L AW R AT HA L IMMEOIAT Y 
GIVE THE STATE OF TEXAS AND THE OW NER OF THE SOIL WRITTEN NOTICE OF AN Y BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH ARNI T PR ANY HAZAR MAT RIA OR U R !VIN A T FR ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES THE OBLIGATIONS 
UF Lt~SEE: Ht:REUNOER SHALL SURVIVE fHE: cXPIRA I ION OR EARLIER TE:RMINA l ION, FOR ANY REA!>ON. OF fHtS AGREEMENT 

37. APPLICABLE LAW. I hi:, leclSe is ~ueo UllUel lliti l)(OIIIS~ll:O OI I tsx.a Ndlural Rei.ou,ces Uxk; 5; 1, I thrOtJQh ~}. 100 commonly 
1<.nown as tne Ke1111qu1sriment Act. ano otner applicable statutes ano amenomems mereto ano II any prov,s,on in tn1s 1ea e ooes not conrorm to mese 
statutes tne statutes writ prevail 011er any nonconrorm,nQ lea e prov,s,ons 

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



38. EXECUTION. This 011 and aas lease mUSt be siqned and aomOWledQed by the Les.see bctoro It is hied of record ,n the county records and 
,n l/'le <;ener&l Lanel o nioe 01 me Staie ot I exas Once the tiling reQuirement.s tound III Paragrapn 39 ot u·us lease have ooen 181.1Sheo. Ille etlecuve oaie 

ol thes lease an.au oo th8 dale found on Page 1 

39. LEASE Ft U NG. Pursuant to Chaoter 9 ol tNI T exa.s Su$1ness and Commerce Code this tease must be hle<I ol record in tne olhce of u,e 
County Clerk ,n any county ,n which aM or any part of the leased premises IS located. and certmed OOQl8S thereof must be tiled "' the Gene~I Land 
Ottice This lease is not ettectJve until a certrhed coav of this lease lwhdl is made • nd cert,hod bv the Countv {;Jerk trom his records I IS hied 1n the 
' neral Land Office in aceo<danoe with Texa N tur I Resources Code 52 183 Add1honally. thes tease shall not be blnd1nq upon the State un s it 

recites tne actual and true consideralJOn oaid or oromisoo tor execut10n ot thrs tease The bOnus due tile State and the prescnbed hhno tee snau 
accompany suc/1 cert1f100 copy 10 tne General Land Ottioe 

oa.e· 7-25-05 

STATE 6F TEXAS 

BY ~~~~~~~~~~~~~~~~~~ 
lndrvidually and as agent for the Stale of Texas 

Date ~~~~~~~~~~~-

STATE OF TEXAS STATE OF TEXAS 

BY ~~~~~~~~~~~~~~~~~~~ 
lndrvldually and as agent for the Stale of Texas 

BY ~~~~~~~~~~~~~~~~~~~ 
Individually and as agent for the State of Tex.as 

Date ~~~~~~~~~~~- Date ~~~~~~~~~~~-

. . .. . . • . . . . • . . • •• • . • • OCVTY 
• . . .. . . ... • • . 



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. 

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



STATE OF ________ _ (CORPORATION ACKNOWI..EDGMENT 

COUNTY OF--------

BEFORE M , lhe undersigned authority, oo th,s day personally ppeared ------------- - -------­

known to me to be the person whose name • subscnbed to the foregoing lnstnrnents as-------------------
of ___________________ _ 

nd admowtedged to me that he 

executed the same fol' the purposes and consJderatioo therein exptessed, 1n the capacaty stated, and as the act and deed of said corporatoo 

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

Nota,y Pubtc Kl and for ____________ _ 

executed the me r0< the purposes and con raloo lherem expressed, 1n the capacity stated, and as the act nd deed of Id corporallOO 

Grven und r my hand and seal of off ace lhrs the ~ day of --.·<..:>__.~ .... l-.... 1__.l ....... \_,1___ 20 0 'j ~ 
I 1 

.....,, " _ ..__ • I ] ~ _,-L 1 

KA RIIJ,,l,.'WORTH ~p~:r:a,,.,ff//> -
Notary Public 

ST A TE OF TEXAS 

known to me to be lhc persons whose names are subscnbed to lhe foregoing instrument. and acknowledged to me lhill they executed lhe same for the 

purposes and <X>nStdefatJon theretn expressed 

Grve<t under my hand and aeal at office this the d $" day at 

JOHN ROBERT DORR JR 
Not1,y Publec, Statt of Texas 

My Comrni-'-'IOn Exp1res 

STATEOF ______ -lillmilli .. 11!111:.~M~oy~2~2~,~200~ 7;;;.:;;;;.:;..!,J 

COUNTY OF--------

(INOMOUAL ACKNO'Nl.EOGMENT) 

BEFORE ME, the undersigned aulhonty, on thrs day personally ppeared ---------------------

known to me to be the persons whose names are subscrlOCd to the forego,reg instrument, and acknowlodged to me that they executed the same for the 

purposes and COOSlderatJoo there11 expressed 

Grven under my hand and seal at office th,s the ___ day of---------· 20 __ 

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

Notary PubllC m and for ____________ _ 

. . ~ 
• • • • • . 
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HAL REVIEW SHEU 

Tnna:till# 4812 R Widmayer 

Lewr: Harrison Trust, Roddy L. Harrison. Trustee 

Hallwood Energy II, LP. 

G~t 

L8888 Date: 7/25/2005 u~ J 

Lessee: 

LEASE IEIClll'TWI 

COlllty i.# 

CULBERSON I Ir", S1.-- -

CULBERSON '1 f" , oo -

1BlMI lffBIBI 

Priory T ll'l1t 

lkms/ Aa'e: 

Rlllutf Acnt 

Roymty: 

i l.( () • 'S 1.,, 

3 years 

23% 

$150.00 

$5.00 

Base tll No Pll't 
126081 NE/4 

Acres: 

Sec. IIID Twp 
9 113 00 

88732 S/2 AND 9 113 00 

1BlMI 

Prmry T 11'111 

lkms/Ain 

Rlllut/Ain 

Roymty 

3 years 

23% 

$150.00 

$5.00 

560 

survey 
PUBLIC SCHOOL LAND 

PUBLIC SCHOOL LAND 

Abst# 
4422 

1989 

CMIARIN 

MF# Lesaee Date lll'ITI Boous/ Ac. R111tal/Ac. Roy~ty llst.aa 

Coollll1la: Paid up rentals. Save and except that portion of the Bexar Preemption Survey 199 lying within lhe 
boundaries or section 9. 

Tuesday, August09, 2005 

Last L88S8 



l'-

R LI Q I HM NT A TLEA E APP l ATIO 

Texa General Land Office 

TO: Jerry Patterson, Commissioner 

Larry Laine, C hief Clerk 

Bi ll Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geo logist 

Applicant: Hallwood Energy II, L.P. 

Prim. Term : 3 years 

Royalty: 23% 

Consideration 

Recommended: ~ ~ 

ot Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: 1 
• 9 ,o ~ 

Jerry Patterson, ommtss1oner 

DA TE: 09-Aug-05 

County: 

$150.00 

$5.00 

CULBERSO 

Comments : Pai d up rentals. Save and except that portion of the Bexar Preemption Survey 199 lying within lhe 
boundanes of secuon 9. 

Lease Fonn 

Recommended: f2J1..I: 
Not Recommended : ----

omments : 

Louis Renaud, Deputy Commissioner 

Recommended:~ 

Not Recommended : ----

La Laine 

Approved:---~ 

Not Approved: ___ _ 

1ss1oner 

Date: 

Date: J? j - OS" 

Date: 

Date: tlrr/,< ------

----------- --- - ------------------ - ---~ - --··· --···- · --



~. 

Date Filed: • Fl , v ::r:: 

By Je~r ' 

• 

> 



TEXAS GENERAL LANID OFFXCE 

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-105458 
420 acres out of Sec. 9, Blk. 113, PSL 
Culberson County, Texas 

Dear Mr. Dorr: 

JERRY PATIERSO:\', COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under mineral file number M-105458. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$33,725.00, has been applied as the state's portion of the cash bonus 
$33,600.00, along with a processing and filing fee in the amount of$125.00. Please let me know if 
you should have any questions. 

Sincerely, 

Divv ~o.·..£. ~ . \ ~ ... 
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 

WW\v.glo.statc.tx.us 



</! 

By \wl\J-


