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woods Petroleum 
Land Management, Inc. 

July 12, 2005 

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

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

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

Re: Oil & Gas Lease Offer Culberson County 

Dear Sir: 

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

The Mineral Classified Lands are as follows: 

r'/ {pSD tJ.tJM,t:81ock 113 PSL Sections: 13,14,15,20,21 ,22,23,24,8,10,16, &19; 

; 710-C O,f/ltL.- Block 114 PSL Sections: 12,13,22,23,24; 

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

Sincerely, 

~~ 
Bert Dorr 
Woods Petroleum 
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Hallwood Petroleum, LLC ~ 58 5 
I VENOO·· I I C..,EC,< CATE I 

TX GLO/STATE OF TEXAS I TXGLO I I 07 /27 /05 ] 
It.VOICE ·;·. 01ce I OISCOV,T I AMOUt,T 
r.:.i:.8EP. 0.-7E - Ar-,E' .. PAO 

72605 07/26/05 29386 $0.00 $752,758 . 50 
HALLWOOD HEII AREA ' Total: $0.00 $752,758.50 

I\ 
/2.) 

0505 0837 

.... 

~ {}tatJ &d 
j 





General Lind Office 
Rellnqulahment Act Leue Fonn 
Revised, September 1997 

~ u.stin, 'filexa.5 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered into this =25 __ _ day of,._,Ju::..:.lv.__ ______ ,2~ • between the State of Texas. acting 

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

of PO Box 1908 Pecos. TX 79V2 
(Gtve Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and ... H.=.al""'lwood-'-"" ....... E .. n..,.e"'-rg...,y'"'t""'l, .... L ..... P~.~---------------

of 3710 Rawlins Street. Surte 1500, Dallas, TX 75219 

(Grve Permanent Address) 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and m consideration or the amounts stated below and or the covenants and agreem nts to be paid, kept and 
performed by Lessee under this lease. the State or Texas acting by and through the owner or the sod. hereby grants, leases and lets unto Lessee, for 
the sole and only purpose o( prospecting and dnlllng for and producing 0tl and gas. laying ptpe lines, bu11d1ng tanks, stonng oil and bu11d1ng power 
stations. te phone Imes and oth r structures thereon. to produce. save, take care or. treat and transport said products of the lease. the follow1ng lands 
situated m Culberson County County, State ofTexas. to-wrt. 

SectJon 22 Block 113, PSL 

· ·um,ted to depths below the base of the Bone Springs formation 

containing ~64~0 ______ acres. more or less The bonus consideration paid for thlS lease Is as follows 

To th State of Texas Thirty E,ght Thousand Four Hundred and no/100 
Dollars ($38,400 00 l 

To the owner of the SOii ... Th.:.:.t:.:.u....-:..:s.:.:.i...:..:.:c...==.,.__._-==-,_,_,="-"""--"'=-'-'=-'-"-'"---------------
Dollars ($38~ .4~00~00...._ ______ _. 

Total bonus c:onslderaboo """'-"-"-""-"="""-l-l'=c=~~ ~==~==~.::l!.J.!>C..uc.'------------
Dollars ($-76_.8-00~oo ______ ___, 

lhe total bonus ooosiderotton paid represeou bonus of .,.One""""'-'-H'-"u"'nd,,_~,.,.ed""-"S""rxty::u._,,Dol= ta,,,rs-"'-""-'nd"'-"n,,.,ol'-'1-"'00.,._ _________________ _ 

----------------- Dollars (S ... 160=-00=------'> per acre, on ""'480,......_ _____ net acres 

2. TERM. Subject to tho other provisions in this le .se, this lease shall be for a term ol years from 
this dale (herein called "primary term; and as long thereafter as otl and gas, or either of them. as produced in paying quantities from sa id land As used 
1n thlS lease, the term ·produced in paying quantrties• means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket opcratt0nal expenses for the six months last past 

.. . ... . . • . • • • . • . . . . • .. . . • . . . . . . .. ... . . • DllPVTY 



3. DELAY RE NTALS. If no well IS commenced on the leased premlS8S on or before one (1) year from lhrs dale, this lease shall terminate, 

unless on or before such anniversary dale Lessee shall pay or tender to the owner of the so.I or to his credit in the -------- -----

----------------- Bank at _______________ ____________ _ _ _ 
or ,ts successors (which shall continue as the depository regardless of changes ,n the ownership of said land) the amount specified below, 1n addition 
lessee shall pay or tender to tho COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before s81CI date Payments under this paragraph shall operate as a rental and shall cover the pnv,lege of d ternng the commencement of a well for 
one ( 1) year from said date Payments under this paragraph shall be 1n the followlng amounts 

To the owner of tho so,1 .. PLEASE SEE ADDENDUM "A", THIS IS A PAID UP LEASE 
Dollars ($ _ _________ _, 

To the State of Texas -------------------------------
Dollars ($ ___ ____ ___ _, 

Total Delay Rental ------------------------------
Dollars (S _ ________ ...J 

In a Ii e manner and upon h e payments or tenders annually, the commencement of a well may be further deferred for successive penods of one (1) 
year each dunng the primary term All payments or tenders of rental to the owner of the sotl may be made by check or sight draft or lessee or any 
ass1gn of this lease, and may be delivered on or befom tho rental paying date If the bank des,gnated in this paragraph (0< its sua:essor bank) should 
cease to exist, suspend business, liquidate, fall or be sucooeded by another bank, or for any reason fail or refuse to accept rental, lessee shall not be 
held 1n default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the SOii shall delrver to lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROY AL TIES. Upon production of oil and/or gas, lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for in lhlS lease to the Comm1SSloner of the General Land Office of the State of Texas. at Austin, Texas. and one-half (112) of such royalty lo the 
owner of the soil 

(A) OIL. Royalty payable on oil, which Is defined as Including all hydrocarbons produced in a liquld form ot the mouth of the well and also as 
all condensate, d1sl1llate, and other liquid hydrocarbons recovered from o,I 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 opbon of the owner of the soil or the CommlSSIOner of the General 
Land Office, such value to be deterrmned by 1) tho highest posted pnce, plus premium, tf any, offered or paid for 011 condensate, d1shllate, or other hquld 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the htghest 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 befoftl 
any gas produced from the leased premtSeS is sold, used or processed 1n a plant. it will be run free of cost to the royalty owners through an adequate Oii 
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 wnhng, by the royalty owners upon 
such terms 1nd cond~ns 1s they prescribe 

(B) NON PROCESSED GAS. Royalty on any gas (including tlared 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 extractloo of gasohne, liQuld hydrocarbons or other products) shall be 23% part of the gross produdJon or the market value thereof, at the 
opllOn of the owner of the so.I or the CommtSSioner of the General Land Office, such value to be based on tho highest market pnce paid °' off red for 
gas of comparable quality ,n the general area where produced and when run, or the grou pnce paid or offered to th producer, whichever is the greater; 
provided that the maximum pressure base in measunng the gas under this lease shall not at any lime exceed 141 65 pounds per square inch absolU1o, 
and the standard base temperature shall be socty (60) degrees Fahrenheit, correcbon to be made for pressure according to Boyle's law, and to< specific 
gravity according lo tests made by the Balance Method or by the most &Pl)(oved method of testing being used by the industry at the tme of tasbng 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other hquld 
hydrocarbons shall be 23% part of the residue gas and the hquld hydrocarbons extracted or the market value thereof, at the option of the owner 
of th 1011 or the Comm,ssloner of the General Land Office AD royalbes due herem shall be based on one hundred percent (100%) of the total plant 
production of residue gas attnbutable to gas produced from this lease, and on fifty percent (50%), or that percent accnung to lessee, whichever is the 
greater, or the total plant produdt0n of hquld hydrocarbons attnbutable to the gas produced from this lease, provided that If liquid hydrocarbons 81'9 

recovered from gas proceued in a plant in which Lessee (or its parent subsidiary or a ,hate) owns an interest then th percentage apphcable to hquld 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party proc:es$1ng gas through such plant under a processing 
agreement negotiated at arm's length (or tf there IS no such third party, the highest percent then being speofied in processing agreements or contracts In 
the Industry), whichever Is the greater The respective royalties on residue gas 11nd on liquid hydrocarbons shall be dotorm1ned by 1) the highest market 
price paid or offered for ony gas (or liquid hydrocarbons) of comparable quality In the general area or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selhng pnce for the respect,ve grades of hquld hydrocarbons), whichever IS the greater In no event, ho'N9ver, shall 
tho royaltlOS payable und r this paragraph be loss than the royalbes which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufadured from gas (excepting hquld 
hydrocarbons) whether sold gas bo "casinghead," "dry," or any other gas, by fract,onallng, bum1ng or any other processing shall be 23% part of 
tho gross production or such products, or tho market value thereof, at the option of the owner of the so,I or the Commissioner of the General Land Off,ce, 
such market value to be determined as follows 1) on the basis of tho highest market pnce of each product for the same month in which such product IS 

produced, or 2) on the basis of the average gross sale pnco of each product for the same month In which such products are produced. whichever is the 
greator 

5. MINIMUM ROYAL TY. Dunng any year alter the expiration of the pnmary t rm of thlS lease, 1f thlS lease IS maintained by producllon, tho 
royalt s paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein proVided, oth l'WISe, there shall be 
due and payable on or b fore 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 preceding year 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) pe1 acre .. . . .. . . . . . . . . . 
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6. ROYAL TY IN KIND. Notwrthstandlng any other proVJslon In this lease, at any tme or from lime lo lime, the owner of the soil or the 
Commissioner of the General Larld Office may, al the ophon of either, upon not less than sixty (60) days nobce 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 dmlmsh or negate the owner of the soil's or the Commissioner of the General Land Office's rights 

or Lessee's obhgabons, whether express or Implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this leasa (1nclud1ng those paid in kind) shall be wrthout deduction for 
the cost of producing, gathenng, stonng, separating, treating, dehydrahng, compressing, processing, transporting, arid otherw1se making the oil, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value recetved, 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. Notwrthstanding any other provision of this lease, and subject to the wntten consent o( 

the owner of the soil and the CommtSSiooer of the General Land Offioe, Lessee may recycle gas for gas ldl po~ on the leased p<emtSeS or for 
injed>on into any oil or gas produong fom,atlon underlylng the leased premises after the hquld hydrocarbons cootaioed In the gas have been removed, 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lassee in a manner whleh entrtles the royalty owners to a 

royalty under this lease 

9. ROY AL TY PAYMENTS AND REPORTS. NI royalbes not taken tn kind shall be paid lo the CommisslOller of the General Land Office al 

Austin, Texas, In the following manner 

Payment of royalty on production of Otl and gas shall be as provided In the rules set forth in the Texas Register Rules currently provide that royalty on 0tl 
Is due and must be received in the General Land Offioe on or before the 5th day of the second month succeeding the month of producbon, and royalty 
on gas Is due and must be recetved in the General Land Office on 0< before the 15th day of the second month succeeding the month of produd>on, 
accompanied by the affidaVll of the owner, manager 0< other authonz.ed ageot, completed In the foon and manner presai)ed by the General Land Office 
and showing the gross amount and dispos,tlon of all 0tl and gas produced and the market value of the Oii and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value 1ndud1ng gas meter readings, pipehne receipts, gas hne receipts and 
other d'6d(s 0< memoranda of amount produced and put Into pipeMnes, tanks, 0< pools and gas lines Of gas storage, and any other reports or records 
which the General Land Office may require lo venfy the gross productioo, disposition and market value. In an cases the authority of a manage< or agent 
to ad for the Lessee herem must be filed 1n the General Land Office Each royalty payment shall be acoompanled by ached< stub, schedule, summary 
or other rem,ttance 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, theo Lessee owes a penalty of 5% on the royalty or S25.00, whichever tS 

greater A royalty payment whlCh is over thirty (30) days late shaN accrue a penalty of 10% of the royal:y due or S25 00 whlcheYer is great«. In addition 
to a penalty, royaltJes shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue 
Affidavrts and supporting documents which are not filed when due shaH Incur a penalty in an amount set by the General Land Office administrawe rule 
which Is effectNe on the date when the alfldavrts or supporting documents 1Nere due The Lessee shalt bear al responsblty for paying or causing 
royalties lo be paid as prescribed by the due date provided herein Payment of the delinquency penalty shal In no way operate to prohibl the State's 
nght of forlecure as provided by law nor act to postpone the date on which royalues were onglnaJly due The above penalty provisions shall not apply In 
cases al title dispute as to the State's portion of the royalty or to that portion of the royalty in dtSpute as to fair market value 

10. (A) RESERVES, CONTRACTS A.NO OTHER RECORDS. Les.see shall annually furnish the Comm,ss,oner of the General Land Office 
wrth its best poss:ble est.male of otl and gas reserves undertymg this lease 0< docat>'e to this lease and shall furnish said Commissioner with CO!)l8S al 
all contracts under which gas is sold or processed and all subsequent agreements and amendments lo such contracts within thirty (30) days after 
entering mto 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 Larld Office unless othelWISe authonz.ed by Lessee All other contracts and records pertaining to the production, 
transportation, sale and marxeting of the oll arid gas produced on said prermses, lnduding the books and accounts, reoetpts and drscharges of al web, 
tanks, pools, meters. and pipelines shall at all limes be subject lo inspection and examination by the CommtSSioner of tho General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRJLLING RECORDS. Wntten nol:lce of all operations on this lease shall be submitted lo the Comrmssiooer 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 
1Nells Such -ttten notice to the General Land Offtce shall include copies of Railroad CommtSSion forms for apphcalion lo dnll Coples of 1111611 tests, 
completion reports and plugging reports shall be supplied lo the General Land Office at the tme they are filed wrth the Texas Railroad Commission All 
apphcations, permits, reports or other fdlngs that reference this lease 0< any specrflc well on the leased premlSeS and that are submllied to the Texas 
Railroad CommlSSion or any other governmental agency shall include the word ' Slate' in the title. Addtionalty, 111 acc«dance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose of identifying 1Nells, tank batteries or other associated improvements lo 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 
lnfof'TTlation relative lo the operation of the above-descnbed premises, whlCh may be requested by tho General Land Office, in addition to those ~ 
expressly prOVlded for Lessee shan have an electncal and/or radioac:tivty survey made on the bore-hole section, from the base of the surface C3SlrlQ to 
tho total depth of well, of all wells dnlled on the above descnbed premises and shall transmit a true copy of the log of each survey on each well lo the 
General Land Office within fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matena.ls are not filed 111 the General Land Office when 
due The penalty for late filtng shall be set by the General Land Office adm,mstrative rule which is effedJVe on the date when the matenals were due 11 

tho General Land Office 

11 . DRY HOLEJCESSA TION OF PRODUCTION OURJNG PRJMARY TERM. If, dunng tho pnmary term hereof and poor lo dJSCOYefY and 
production of oil or gas on said land, Lessee should dnll a dry hole or holes thereon, or rf dunng the pnmary term hereof and after the disoovery and 
actual production of 0tl or gas from the leased prem1So8S such produdlon thereof should cease from any cause, thtS 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 producbon Lessee commences addruonal dnlhng or 
reworlong operabons thereon, or pays or tenders the next annual delay rental 1n the same manner as provided in this lease If, dunng the last year of the 
pnmary term or within sixty (60) days poor thereto, a dry hole be completed and abandoned, Of the production of oil or gas should cease for any cause, 
Lessee's nghts shall remain 1n ful force and effect Without further operations unbl the expi.rabon of the pnmary term, and if Lessee has not resumed 
produdlon in paying quantiies at the expiration of the pmiary term, Lessee may maintain this lease by conducbng additional dnfling or reworking 

.. . ... . . . . . . • • .. 
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operations pursuant to Paragraph 13, using the expiration or the pM'lary term as the date or cessaliOn or production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-In oil or gas well Within the primary term hereof, Lessee may 
resume payment or the annual rental in the same manner as provided herein on or before the rental paying dale follow!ng the expiration of sixty (60) 
days from the date of completion or such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
exp ration of the prinary term or any tme thereafter a shut-m 011 or gas well ls located on the leased premtSeS, payments may be made in accordance 

with the shut-in provisions hereor 

12. ORJWNG AHO REWORKING AT EXPIRATION OF PRJMARY TERM. If, at the explrallon of the pnmary 1erm, neither 011 nor gas is being 
produced on said land, but Lessee Is then engaged In dnlhng or reworking operat10ns thereon, this lease shall remain in rorce so long as operations on 
said ._11 or for drilling or reworking or any addlbonal wells are prosecuted in good faith and 111 workmanlike manner Without intemJptlons totaling more 
than sixty (60) days dunng any one such operation, and rf they result in the production of <>11 and/or gas, so long thereaft r as Oii and/or gas is produced 
m paying quantrtles from said land. or payment or shut-in 011 or gas well royalties or compensatory royalties is made as provided m thtS lease 

13. CESSATION, DRIW NG, AND REWORKING. If, after the exp.ratJon of the prmary term, production of Oii or gas from the leased 
premises, after once obta ned, should cease from any cause, this lease shaA not terminate if Lessee commences addlbOnal dnlling or rewoodng 
operaoons Within sixty (60) days atter such cessation, and this lease shall remain m full force and effect for so long as such operations continue In good 
faith and in womnanlike manner Without intemJptions totaling more than sody (60) days If such dntting or reworking operations result in the production 
or 011 or gas, the lease shall remain in full force and effect for so long as Oii or gas IS produced from the leased premises n paying quantlties or pa~ 
or shut-in <>11 or gas well royalties or payment of compensatory royaltles Is made as provided herein or as provided by law If the driling or rewondng 
operations result m the completion of a well as a dry hole, the lease Wllj not terminate rf the Lessee commences addrtional drilling or reworking 
operations within sixty (60) days after the completion of the weH as a dry hole, and th• lease shaH remain in effect so long as Lessee continues dnlling or 
reworking operations 1r1 good faith and 1r1 a workmanli<e manne< Without intefTuptlOf'IS totaling more than sody (60) days Lessee shaU g,ve written notice 
lo the General Land Office Within thirty (30) days of any cessaoon of production. 

14. SHUT _.N ROYAL TIES. For purposes of this paragraph, -weir means any well that has been &SSIQnod a well number by the stale agency 
having Jurildiction OYef" the production of oil and gas If, at any tme aftef' the expiration of the primary term of a lease that. until being shut In, was being 
maintained 1r1 foroe and effect, a weU capable of producing Oii or gas in paywig quanbbes is located on the leased prom158S, but Oii or gas is not being 
produced for lade of suitable production faoht.ies or lade of a suitable market, then Lessee may pay as a snut-tn oil or gas royalty an amount equal to 
clout>le the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable or producing 011 or gas in paying quantities. tr 
Paragraph 3 of this lease does not specrfy a detay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one dollar 
(S 1.00) per acre. To be el'fectMI, each 1nbal stiut-ill Oii or gas royalty must be pa,cl on or before (1) the expnuon or the prma.ry term, (2) 60 days def 
the Lessee ceases to produce Oii or gas from the leased premises, or (3) 60 days aftef' ~ coi,~ • d.rilling Qf rewoodng operation in .cx:ordanc:e 
with the lease proYISIOOS, wtuchever date is latest. Such payment shall be made 00&-hatr (112) to the ConvmsslOOer of the General Land Office and one­
hatf (1/2) to the owner of the IOCI. If the shut-in oil or gas royalty Is paid, the tease shatt be 00tlSlde1ed to be a producing lease and the payment shall 
extend the te<m o( the lease for a penod of one year from the end or the prmaty leml, or from the fnt day of the month followwlg the month In whidl 
production ceased, and, alter that. if no suitable producbon facilitles or suit:ab6e market for the oil or gas exists, Lessee may extend the lease for four 
more SUC08$Stve penods of one (1) year by paying the same amount each year on or before the exptralion of each shut-in year 

15. COMPENSATORY ROY AL TIES. If, dunng the penod the lease IS kept tn effect by payment of the shut-in Oii or gas roya#:'/, Oii or gas IS 

sold and dehvered in paying quantities from a well located Within one thousand (1,000) feet of the leased premises and comp'«Jted 1111 the same prodocing 
res,e(\l()t(, or 1r1 any case in wtuch dramage IS occumng, the nght to oont,nue to maintain the lease by paying the shut-In oll or gas royalty shall cease, but 
the lease shaN remain effectNoe for the remainder of the year for whtch the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royal;y rate provided 1n the lease al the martcet value al produd>on from the wel catM10 
the drainage or which IS comp6et.ed 1n the same produong reservoir and within one thousand {1 ,000) feet al the teased premises The ~ 
royaJt.y Is to be pa,cl monthly, onc,-naJf (1/2) to the CommlSSIOner of the General Land Office and OOCHialf (112) to the owner of the SOtl, beginning on or 
befofe the last day of the month tblowlng the moottl 1n wtllch the od or gas cs produced from the welt cavsrig the drainage or that IS completed In the 
same producing reservoir and localed Within one thousand (1,000) feet or the leased premcses tr the compensatory royalty paid in any 12-fflonth period 
Is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference Within thirty (30) days from the end o( the 
12-month penod. Compensatory royalty payments which are not bmefy pa_kf wtll accrue penalty and interest in accordance With Paragraph 9 or this 
tease. None of these p(OYISIOOS Wiit relieve Lessee of the ot>hgabon of reasonable development nor the obligation to dnll offset wells as provided In 
Texas Natural Resources Code 52 173, howeve1, at the detemnnatJOO or the Commlsslooer, and With the Commcssioner's wntten approval, the payme,t 
of compensatory royalties can sabsfy the obligation to dnn offset wens. 

16. RETAlNED ACRE.AGE. Notwithstanding any proV1S10n of this lease to the contrary, after a well producing or capable or producing oil or 
gas has been coi, ~ on the leased premises. Lessee shall exerase the d,hgence of a reuonably prudent operalor In dolling such add1t10nal well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the producbon thereon 

(A) VERTICAL In the event thrs lease is m force and effect two (2) years after the exp1ratJon date of the pnmary or extended term rt shall then 
tem1inate as to a.It of the leased premises, EXCEPT (1) 40 acres surrounding each oll well capable of produang In paying quantrues and 320 acres 
surrounding each gas well capable of producing in paying quanwes (tnduding a shut-tn Oil or gas well as provided 1111 Paragrapi 1• hereof), or a wel 
upon which Lessee Is then engaged In conbnuous dn•1ng or reworking operations, or (2) the nt.1T1t>e< of acres tnduded .,, a produang poo6ed unit 
pursuant to Texas Natural Resources Code 52151-52.154, or (3) such greater or lesser number o( aa as may then be allocated for produc:bon 
purposes to a proration unit for each such producing well under the rules and regulatloos of the Railroad Comm1SS10n of Texas. or any successor 
agency, or other governmental authority having junsdlCbon. If at any trne after the el'fectMI date o( the paroal lemliruioon prowuoos hefeo(, the 
applicable field rules are changed or the well or wells located thereon are redasslfied so that less acreage ta thereafter allocated to satd wel or web for 
producUon purposes, this lease shall thereupon terminate as to au acreage not thereafter allocated 10 said well or wells for production purposes 
Notwithstanding the termination af this lease as to a port>on of the lands COYered hereby, Lessee ahal nevef1tietess continue to have the nght of ngress 
to and egress from the lands st.ii subject to this lease for all purposes descri>ed in Paragraph 1 hereol, logethe( Wltf'I easements and nghts--Of.way for 
8XJS!Jng roads, exisbng pipelines and other existing facilltles on, over and across an the lands descri>ed m Paragraph 1 hereof {"the retained lands1 , for 
access to and from the retained lands and for the gathenng or transportation of oil, gas and other minerals produced from the retained lands 
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(B) HOR.IZONTAL In the event this lease rs m force and effect two (2) years after the expiration date of the pnmary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths1 in each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as speerfied on page 1 hereof) If such amount 1s paid, this lease shall be in force and effed as to 
such deeper depths, and said termination shall be delayed for an addruonal penod of two (2) years and so long thereafter as Otl or gas is produced in 

paying quantltles from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as lo each well shall, as nearly as practical, be in the form of a 
square with the welt located in the center thereof, o r 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 0< releases containing a satisfactO<y 
legal description of the acreage and/or depths not retained hereunder The recorded release. 0< a cerofied copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee p<esctibed by the General Land Office rules In effect oo the date the release IS filed. If Lessee fails or refuses 
to execute and record such re6ease 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 instn.rneot the acreage and/0< 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 WEU.S. Neit.he.r the bonus, delay rentals, n0< roya.lbes paid, 0< to be paid, under this lease shall relieve Lessee of his obbgation 
to protect the oil and gas under the above-described land from being drained Lessee, sublessee, receiver 0< other agent 1n control of the leased 
premises shall drill as many wel.ls as the facts may justify and shall use appropnate means and dnll 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 commefcial quantities within 1,000 feet of the leased premises, 
or In any case where the leased premises Is being drained by product>on cl od 0< gas, the Lessee, sublessee, receiver 0< ()(her agent in ooot.rol cl the 
leased premises shan in good faith begin the dnlting cl a welt or wels upon the leased premises within 100 days aft.ef the draining well or wells 0< the 
weU or wells completed within 1,000 feet cl the leased premises start producing in commercial quantities and shall prosecute such drilling with d iligence 
Failure to sadsfy the statutory of'f9et 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 wnt1811 3')P(<>Val may the payment cl compensat0<y royalty under applicab6e stat.ulO<y 
parameters satisfy the obligation to dnll an offset welt 0< web required uncle< this paragraph. 

18. FORCE IIAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or mplied covenant or this lease, 
from conducting drilling operatio09 oo the leased premises, or from producing oil or gas from the leased premises by reason of war. rebelllon , riots, 
strikes, acts o( God, or any va.lid order, rule 0< regulation of government authonty, then wtule so prevented, Lessee's obligation to comply Wlttl such 
covenant shall be suspended and Lessee shan not be liable for damages for fatlure to compty With such COYM1ant:s; additionaly, this lease shaft be 
extended while Lessee is prevented, by any such cause, from cooducting doling and rewori<ing operations or from producing odor gas from the leased 
premiles. HoweYer. nothing in this paragraph shaH suspend the payment cl delay rentals In order to mamtam this lease in effect dunng the pnmary tenn 

in the absence of such driling 0< rewor1ong 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 oo the leased premises, then Lessee may redeem the rights of the owner of the soil m the leased premises by paying any mortgage, 
taxes or other liens oo the leased premises. If Lessee makes paymoots on behat of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalbes 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 
desai>ed land, whether or not Lessee's interest is specified herein, then the royalties and rental he.rein provided to be paid to the owner of the soil shall 
be paid to him in the proporooo which his interest bears to the enbre undivided surface estate and the royalbes and rental heretn provided to be paid to 
the Commissioner of the General Land Offioe of the State of Texas shal be likewise proportionatefy reduced. However, before Lessee adjlllts the 
roya.lty or renta.1 due to the Cofmiisslooer of the General Land Office, Lessee or his authonzed representative must submit to the Comm1ss10ner of the 
General Land Office a written sl:*meOt which explains the discrepancy between the interest purportedly leased under this lease and the actual Interest 
owned by the owner of the so,L The Comm1SSioner of the General Land Office shall be paid the value cl the whole producbon allocable to any undivided 
Interest not covered by a lease, less the p<oportionate development and production cost allocable to such undivided 1nterest 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 pnnary leffll, a po'1>oo of the land covered by this lease IS included WlttW'I the bounda.ries 
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 
52.151-52.15-4, or rt, at any tine after the expiration of the prmary tenn or the extended term, this lease covers a lesser number of acres than the total 
amount desai>ed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or othetwtse severed, so that payments delennined on a per acre basis under the temls of this lease during the Pflll3IY term shall be 
calculated based upon the number of acres outside the boundaries of a pooled uni, or, rt after the e,cplration of the prmary term, the number cl acres 
actually retained and covered by this lease 

21 . USE OF W ATER. Lessee shall have the nght 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 hvestodt or NTigation purposes 
for waterflood operations without the prior consent of the owner of the soil 

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

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its p1pehnes below plow depth 

24. WELL LOCATION LIMIT. No well shall be dn11ed 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 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollutJOn Without 
limiting the foregoing, pollution of coastal wetlands. natural waterways, rivers and impounded waler shall be prevented by the use of contaimient 
facihtles sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at its d1Sposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties Lessee shall build and 
maintain fences around its slush, sump, and drainage prts and tank batt.enes so a, to protect livestod< against los.s, damage or injury; and upon 
completion or abandonment of any """911 or """911s, Lessee shall fill and level an slush pits and ceH.ars and completely clean up the dnlting site ct an ~ 
thereon Lessee shall, while conductmg operatJons on the leased premises, keep said prem1SeS 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 limitaltons in thlS paragraph. Lessee shall have the nght to remove machinery and fixtures placed 
by Lessee on the leased premls.es, Including the nght to draw and remove casing, wrthin one hundred twenty (120) days after the expiration or the 
termination of thlS lease unless the owner of the sotl grants Lessee an extension of this 12().day penod. However, Lessee may not remove ca51ng from 
any 'Nell capable of producing oil and gas In paying quanlltles Addtbonally. 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 Lassee under the terms of this paragraph 

27. (A) ASSIGNM.EHTS. Under the condruons contained in this paragraph and Paragraph 29 of this lease. the nghts and estates of 8lttl« 
party to thlS lease may be assigned, in whole or in part, and the prOVISions of thlS lease shaft extend to and be binding upon their heirs, devisees, legal 
l"ef)resentatives, successors and assigns However, a change or drv1s,on in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee. de'ninish the rights, priweges and estates of Lessee. impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act perfooned by Lessee. And no change or dMSIOO in ownership of the land, rentals, or royal>es shall bind Lessee for any purpose until ttwty (30) days 
after the owner ct the SOii (or his heirs, devisees, legal representatives or anlgns) furnishes the LMsee with satisfactOf)' wr1ten eviderlc:e of the change 
In ownership, iodudiog the original recorded munments of UUe (or a oertitied copy of such ooginal) when the ownership changed because of a 
COOY9'(8noe. A total or partial assignment of this lease ahaH, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obhgatJons under this lease. If this lease is ass,gned in its entirety as to only part of the acreage, the right and option lo pay rentals shall be apponiooed 
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 shal not .iJec:t 
thlS lease on the part of the land upoo which pro rata rentals are ti'nely paJd or tendered; howeYer, if the assignor or assignee does not file a certified 
copy of auctt .uignmeot in the Gener.II Land Office before the next rental paying date, the entire lease shaft terminate for failure lo pay the entire rental 
due under Pa.ragraph 3 Every ass,gnee shall succeed to aJI rights and be suo,ect lo all obligations, liabilities, and pcnalbes owed to the State by the 
onginal lessee or any prior assignee of the lease, 1ndudlng any liabilities to the State fo< unpaid royalties. 

(8) ASSIGMIENT LmlTATION. Notwithstanding any provlSion in Paragraph 27(a), rt the owner of the sotl acquires this lease in whole or In 
part by ~ without the prior written approval ct the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency powef" of the owner may be forfeited by the CommJSSK>Oef. An assigrvnent will be treated as rt it were made to the owner of the soil rt the 
assignee IS: 

(1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary in which the owner of the soil IS a pnnopal stod<holder or Is an employee of such a corporation or subsidiary; 
(3) a partnership in wt11ch the owner of the soil is a partner or is an empk>yoo of auctt a partnership, 
(4) a pnncapal stocl<holder or employee of the corporation which is the owner of the sotl, 
(5) a partner or employee 1n a partnership which is the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not hmrted to a guardian, trustee. executor, adm1nislrntor, receiver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the so~ or related to the owner of the soil by mamage, blood, or adoptJon 

28. REL.EASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any lime 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 polt!On or portions, and be relieved of all subsequent obligabonS as to acreage surrendered If any part of thlS lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the aaeage 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. AUNG OF ASSIGNMENTS ANO RELEASES. If all or any part of thlS lease IS ass,gned or released, such ass,gNnent or re6ease must be 
recorded in the county where the land Is situated, and the recorded 1nstnrnent. or a copy of the recorded instrument certJfied by the County Clef1c of the 
county in which the instrument is recorded, must be filed In the General Land Office Within 90 days of the last execulton date accompanied by the 
prescribed filing fee. If any such assignment is not so filed , the nghts acquired under this lease shall be subject lo forfeiture at the option of the 
Convmsslooer of the General Land Offioe. 

JO. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-desenbed land have been included in this Instrument. 
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties Any collateral 
agreements concerning the development of 011 and gas from the leased premises which are not contained 1n this lease render thlS lease invalid 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduoary duty and must fully dlSClose any facts affecting the State's interest in 
the leased premises. W hen the interests of the owner of the soil conflict with those of the State. the owner of the soil IS obhgotad 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 ,t Lessee or an 
authorized agent should knowingly make any false return or false report concerning produd1on or drilling, or If Lessee shall fa ll or refuse lo 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 fall to file reports in the manner required by law or fail to comply wittl rules and regulallons promulgated by the General Land Office, the School 
Land Board, or the Railroad Convnission, or if Lessee should refuse the proper authonty access to the records pertaining lo operallons, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authonty, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly VlOlate any of the matenal proVISioos of this lease, or If thJS lease Is assigned and the 
assignment Is not filed in the General Land Office as required by law, the nghts acquired under this lease ahaN be subject to forfeiture by the .. . ... . 
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Commissioner. and he shall forfeit same when suffioenUy informed or the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the RelinqutShment Ad. However. nothtng herein shall be construod as waMng the automatic termination of this 
lease by operation of law or by reason of any special hmrtatJon ansing hereunder Forfeitures may be set aside and this lease and all nghls thereunder 
retnstated before the rights of another intervene upon satisfactory evidence to the Commissioner or the General Land Office or Mure compliance With 
the provisions of the law and of this lease and the rules and regulations that may be adopted rela!Ne hereto 

33. LIEN. In aocordance with Texas Natural Resources Code 52 136, the Stale shall have a first hen upon all 011 and gas produced from the 
area covered by this lease to seaire payment of all unpaid royalty and other sums of money that may become due under thls lease By acceptance of 
this lease, Lessee grants the State, in addtllOn to the lien provided by Texas Natural Resources Code 52 136 and any other ppl1Cable stawtocy lien, an 
express contractual hen on and secunty interest In all leased minerals Ill and extracted from the leased premcses, an proceeds whlCh 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 rnl)(ovements to the 
leased premises used in connection With the production or prooesstng of such leased minerals 1n order lo seaire the payment of all royalties or other 
amounts due 0< to become due under this lease and to secure payment of any damages °' loss that Lessor may suffer by reason of Lessee's breach ol 
any covenant 0< condrtion of this ase, whether express Of mplied Tors lien and 5ee\lrity lfllerest may be fofedoeed With °' Without court prooeedinos tn 
the manner l)(OVlded 1n the Trtle 1, Chap 9 of the Texas Busmess and Commerce Code Lessee agrees that the Corrvnlssloner may require Lessee Lo 
execute and record such 1nstnrnents as may be reasonably necessary to acknowledge, attach or perfect this I n Lessee hereby represents that there 
are no pno< or supenor liens a.ris ng from and re!al!Og to 's aalVlt!eS upon the above-desaibed property °' from Lessee's aoqulSCIOn of thas lease. 
Should the Commissioner at any tkne determine that thrs representation IS not trve, then the Convmss,oner may dledare this lease forfeited as provided 
herein 

3-4. POOLING. Lessee IS her by granted the nght to pool 0< unrtize the royalty interest of I.he owner of the SOii under this lease With any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or either ol them upon the same terms as shall be approved 
by the School land Board and the CommtSSioner of the General land Office for the poobng or unrtalng of the interest of the Stale under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154 The owner of the soil agrees that the lnclust0n of this provision In lh1s lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52 152. 

35. INDEMNITY. Lessee hereby releases and dlSCharges the State of Texas and the owner of the soil, their officers, employe s, partners, 
agents, contractors, subcootractors, guests, Invitees, and their respectrve successors and assigns, of and from all and any actions and causes of action 
of every nature, 0< other harm, induding enwonmental ham,, for which recovery of damages is sooght, tnelu.dmg, but not lrnltod to, al losses and 
expenses whlCh are caused by the adMtles of Lessee, rts officers, employees, and agents allSIOO out of, tneadental to, 0< resulbng from, the operabons 
of or for Lessee on I.he leased l)(emises hereunder, or that may anse out of or be oa:ast0ned by Lessee's breach of any of I.he terms or provisions of this 
Agreement, or by any other negligent Of strlctty It.able act or omlSSlon 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 sod, thetr officers., emp6oyees and agents, thetr successors °' ass,gns, against any 
and all claims, liatb1hbes, losses, damages, act>oos, personal lllJU'Y ('tneludtng death), costs and expenses, 0< o(lle( harm for which l'eOO\lef'Y ol damages 
IS sought, under any theory inctud1ng tort, contract. or s.tnd l1abthty, indochng attorneys' fees and other legal expenses, Including those related to 
enwonmental hazards, on the leased l)(emises or 1n any way related to Lessee's faiure to comply With any and all environmental laws, those ansing 
from or ll'I any way ""3ted to Lessee's operaoons °' any other of Lessee's adMbes on the leased premises, those ansing from Lessee's use of the 
surface ol the leased premises, and those that may anse out of 0< be OCC3SIOOed by Lessee's breach at any of the te<ms or provisions ol this Agreement 
or any other act or omlSSion of Lessee, its dtrectors, officers, employees, partners, agents, contractors, subcontractors, guests, lt'lvrtees, and their 
respectr,le suooessors and assigns. Each assignee of ltlis Agreemeot, or an tnterest theretn, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, thetr officers, employees, and agents tn the same manne< proVlded aoove tn coooectJ01, lllih 
the actMt1es of Lessee, itS officers, employees, and agents as descri>ed above. EXCEPT AS OTHERWISE EXPRESSLY Ul«TED HEREIN, ALL Of' 
ntE N>EWTY 08UGATIONS ~ UWJT1ES ASS4-=D UNDER ntE TBmS Of' TiieS AGREEIIEHT SHALL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO ntE CAUSE OR CAUSES TitEREOF (EXCt..UOING PRE-EXISTING CONOmONS), STRtCT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE N.EGUGE.NCE OF THE INOEIINFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

JI. ENVIRONIIEHTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contaminat10n or 
polubOn ol any enwoomental medium, lndudtng 5041, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmeota.1 medium in, on, Of under, tho leased premises, by a.ny waste, pollutant, °' cont.an'WlanL Lessee shall not bnng 0< perm( to remain on 
the leased premises any asbestos containing m aterials, e~. toxic materlab, 0< substances regulated as hazardous wastes, hazardous mllleriall, 
hazardous substances (as the tern, "Hazardous Substance" IS defined in the Comprehensive Envvoomental Response, Compensation and Liabllrty Ad 
(CERCLA), 42 U.S C. Seaions 9601 , et seq.), or to« Slbstances under any federal, strte, or local law Of regulatlOfl ("Hazardous Matenals"), except 
ordinary products comrnooly used 111 connedlOO Wl(t, Oii and gas exp6o(a(Joo and de\ote6opfll8flt operalJOIIS and slored 11 the USO.ii manner and qoantillel. 
LESSEE'S VK>l.ATION OF THE FOREGOtNG PROHIBfllON SHALL CONSTTT\ITE A MATERIAL BREACH ANO DEFAULT HERElN>ER AlfO 
LESSEE SHALL INOBIIIIFY, HOl.D HARM ESS AlfO DEFEND ntE STATE OF TEXAS ANO ntE OWNER OF THE SOIL FROII AHO AGAINST 
AMY Cl.AIIIS, DAIUGES, JUDGIIEJITS, PEJW.TIES, UA811..111ES, AlfO COSTS (INCUJDING REASONABI E ATTORNEYS' FEES AHO COURT 
COSTS) CAUSED BY OR ARIStNG OOT OF (1) A VIOLATION OF THE FOREGaNG PROHIBfTlON OR (2) ntE PRESENCE. RB EASE., OR 
DISPOSAL OF AHV HAZARDOUS MATERIALS ON, UNDER. OR ABOUT THE LEASED PREIISES DURING l.ESSEFS OCCUPANCY OR 
CONTROL OF ntE LEASED MlCJMES LESSEE SHAU. a..£AN UP, RB110YE. Rl:W::l)'f' AlfO REPAIR AKY SOL OR GAOUNO WATER 
CONT AIIINA llON ANO DAii.AGE CA& '8B> BY ntE PRESEMCE OR RB EASE OF AKY HAZARDOUS IIA TERSALS IN. OM, UNDER. OR ABOUT 
THE LEASED PREIIISES DURING L..ESSE.E'S OCCVPAMCY OF THE l..EASB) PR£IIISES 9111 CONFORMANCE wrTH THE RBlUIRBIIENTS OF 
APPLICABLE LAW. THIS INDEMNIACATION AND ASSUMP110N SHAU. APPLY, BUT IS NOT Lmt'TED TO, UABUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCl.A OR AKY OTHER ENYIRONIIBfTAl. LAW OR REGUl.AllON. LESSEE SHAU. W:OIA TEL Y 
GIVE ntE STATE OF TEXAS AlfO ntE OWNER OF THE SOL WRII IEN N011CE OF AMY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS IIATERlALS, OR UPON RECEIVING A NOTICE FROII AMY 
GOVERNIIENT AL AGENCY PERTAINING TO HAZARDOUS 11A TERIAL8 WHI04 11A Y AFFECT nE LEASED PREIJIISE.S. THE 08UGA TlONS 
OF LE.5SEE HEREUNDER SHALL SURVM: THE EXPIRATION OR EARLIER TERlmNATION, FOR AMY REASOH, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease ,s ls$ued under the proV$OllS of Texas Natural Resources Code 52. 171 through 52.190, coovnonly 
known as the Relinquishment Act, and other applk:able statutes and amenctnents thereto. and if any provision in this lease does not confoon to these 
statutes. the statutes will prevail over any nonconforming lease provisions ., /a, Ut 

_z_~(,_,'J_.e?"'.r.-.. . ... RI( 

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

___ DEPUTY 



38. EXECUTION. nus oil and gas lease must be s,gned and acknowledged by the Lessee before fl rs filed of record 1n the coonty records and 
in the General Land Office of the Stale of Texas Once the filing requirements found 1n Paragraph 39 of this lease have been sallsfied, the effectNe date 
of thrs lease ahan be the dale found on Page 1 

39. LEASE FILING. Pursuant lo Chapter 9 of the Texas Bus ness and Commerce Code, this lease must be filed of record t0 the office of the 
County Clerk In any county In whteh all or any part of the leased premises is located, and certJfied copies thel90f must be filed in the General Land 
Office. This lease is not effecbve unbl a certJfied copy of this tease (whteh is made and certified by the County Clerk from his records) 1s filed in the 
General Land Office In acoordanoe with Texas Natural Resources Code 52.183. Adclltionally, this lease shall not be binding upon the State unless ii 
recites the actual and true consideration paid or promised for exeo..rbon of thlS lease The bonus due the State and the presc:nbod fihng fee shall 
accompany such certified copy to the General Land Office 

Date 7-25-05 

STATE OF TEXAS 

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

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

STA TE OF TEXAS STA TE OF TEXAS 

BY -----------------~ Individually and as agent for the State ofTexas 
BY -,-------,------------Individually and as agent for the Stale ofTexas 

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

/JJ1J&!tl :/t~ 
.. . ... • . . . • • • 

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



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 l of the 
granting clause. 

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



STATE OF ________ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF--------

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

known to me to be the person whose name IS subscnbed to the foregoing Instruments as --------------------
of _____________________________________ and acknowledged to me that he 

execvted the same for the purposes and consideration therein expres.sed, in the capacrty 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 1n and for -------------

STATE OF fE )t cl S (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF J C) ) JJSC J) 

BEFORE ME, the """"""""" •""'Ml)'· on tho day ,.,..,,.,~ appea<ed ~) / I ~, 4~: f 'f: IX' ' _l S ,l_~ , 
to i, the person whose name Is subscribed to the foregoing instruments as ~ ;:..::> / 1 1 _ . f _ _ _t _ (u 17 C? ~ ¢' t 
l//l 1fl c/ - ... _) and a~omethathe of 

ratlOll therein expressed. In the capacrty stated, and as the act and deed of said corporation 

Given under my hand and seal of office I.his the • ..../7t,, day or _~/~,"'-l,.l ~l...::L~/t--_ _ _.. 20(:._ 2 
7 

STATE OF _,/:...._::e,:;....:)C~ tt,- j:...___z__~r,.. Exp 10/18/2007 
(INOMDUAL ACKNOWLEDGMENT) 

COUNTY OF--'-f....;:8:...;:C,e,J=;_~--- ------

BEFORE ME, the undersigned authonty, on this day personally appeared _-.J-(2.,.__..1.o.J..J.c.LJ...,.J.,._y~ _ _..L=-'-._ .../.h{-L...;:;tl;:..;_Y..;_'/_,_j.,,_.a'-'--.:....l.=J;__ __ 

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

purposes and consideration therein expressed 

:2 S" 
Given under my hand and seal of office this the day of 

..,........... JOHN ROBERT DORR JR 
~ ~"' "•,"*-- li • ~ ?\ Nocar( Pubhc~ State of exas 
f • ~.:~ ) J My Comm1sslOll Expires 
\j.·,ri: Moy 22. 2001 

STATEOF ____ _J~~~.~ .. :~.:,~.~~~~:::;;;;:;;;:;;~:;::;;::;;::;;;;::;;;;::J (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF--------

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

known to me to be the persons whose names are subscflbed to the foregoing instrument. and ack.now1edged to me that they executed I.he same for the 

purposes and consideration therein expressed 

Given under my hand and seal of office this the ___ day of _________ , 20 __ . 

:;~RS~d., //{~A/I/ 
L 
c 

.. 
• . .. 

" ••O 

• . • • • • • . . 
• 

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

... . 
• • • 

• • • • •• . .. . 
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RAL REVIEW SHEET 

Trnactbl # 4807 

Hamson Trust. Roddy L. Hamson, Trustee 

Lessee: Hallwood Energy II, L.P. 

LfAIE IIICRl'T9II 

Ctmty 
CULBERSON 

TWll lfffllBI 

Pnniry T ll'1Tt 

lkllls/ Ain: 

Ralta/ Acre: 

Roymty: 

3 years 

23% 

PIN# 

$150.00 

$5.00 

Base Fii No Plrt 
100593 ALL 

Prinlry T 11'111 

lkllls/ Acre 

Ra1ta/Acre 

Roymty 

~t: R. Widmayer 

Lease Data: 7/25/2005 lft: 0 

Acres: 640 

Sec. lloac Twp Survey 
22 113 00 PUBLIC SCHOOL LAND 

3 years 

$150.00 

$5.00 

23% 

Abst# 
1855 

CNARIN 

Mf# Lessee Date lll'lll lmJs/ Ac. R111ta/Ac. Ruymty lbtfte 
last Lease 

CmllBlts: Paid up rentals Limited to depths below the base of the Bone Springs formaUon 

Tuesday,August09,2005 



REI.J NQUI HMENT ACT LEA E APP LI A TIO 

Texas General Land Office Jerry Patterson, omrnJss1oner 

TO: Jerry Patterson, Commiss ioner 

Larry Laine, Chief Clerk 

DA TE: 09-Aug-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Appl ican t: Hallwood Energy II, L.P. 

Prim. Tenn: 3 years 

Royalty: 23% 

Bonus/ Acre 

Rental/Acre 

County: 

$150.00 

$5.00 

Consideration 

Recommended: ?A~ 
Not Recommended: 

/" 
Date: 8 ,9 , o:, 

----

CULBERSON 

Comments: Paid up rentals. L1m1ted to depths below the base of the Bone pnngs formation. 

Lease Form 

Recommended: flJli - ~,..........._....__ 

Not Recommended: ----
Comments: 

Louis Renaud. Deputy Commissioner 

Recommended: ~L 
Not Recommended: ----

Bill Warnick Ge 

Recommended: :-=~ ..::;._-R-- -

N o t Recommended : ----

L rk 

Approved: ----,,-.:,,C..-

Not Approved: ___ _ 

Date: __ ,.z,._/jjot..:.(=/o:..Lf_ 

Date: 

Date: 

Date: t&i&r 



~. 



--- - - -- - ----------------------------- ------

1r 1E x GEN E RAL Li\ 

November 16, 2005 

Atln: Bert Dorr 
Woods Petroleum Land Management, Inc. 
P.O. Box 51194 
Midland, Texas 797 10- 11 94 

Re: RELINQUISHMENT ACT LEASE No. M-105460 
480 acres out of Sec. 22, Bile. 11 3, PSL 
Culberson County, Texas 

Dear Mr. Dorr: 

J ERRY PATIERSO:--:, COMMI IONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed i11 our records under mineral file number M-105460. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$38,525.00, has been applied as lhc state's portion of lhe cash bonus 
$38,400.00, along with a processing and fi ling fee in the an1ount of $125.00. Please let me know if 
you should have any questions. 

Sincerely, 

t) n.,v-J t2 e ~ •J. L o, ~4-\.S .,. 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475- 1534 

MS/DR 

Stephen F. Aus t111 Butldmg · 1700 North Congrcs Avenue · Ausun, Texas 78701 1495 

Posr Ofiice Box 12873 • Austin, Texas 7871 1 2873 

512-463-5001 • 800-998 4GLO 

www.glo.s talc. tx. us 




