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# LeaseDate Acres Status CONTROL 
------- ---------

A l\f)r 23 200§ 0.00 .'\GTIVB · 07-035656 
lcpr 09 2005 0.00 .'\GT IVE 07-035683 

c Apr 27 200§ 0.00 .",CTI VB 07-035692 
D Apr 27 2005 0.00 AGTPJB 
E Apr 19 2005 0.00 ACCE'PJE SURVEY 
~ Apr 12 2005 0.00 AC"PIVE BLOCK 

-.ill~....ilt.~p;J.,J;r:.:,......,l.b4l4-1--.~~Q,H..Q~5r------l:0f-:.~0r1:0r--rl'.'*,C::"',i'=E'c":Jil:-'l\r:tlE~ · TOWNSHIP 
.i. SECTION/TRACT: 

v A-M EXP.IRED ,tJ !~~~s ~:;:IN~ ljjJEPTH LIMITS 

Rental MAPS LESSEE 
~ LEASE DATE 

Lease GIS - PRIMARY TERM 
Admin: BONUS ($) 

Mineral 
Maps: 

RENTAL ($) 
ROYALTY 
VAR ROYALTY 

BASEFILE 

129393 -
102385 -
133185 -

T & PRY CO 
61 
02S 
16&10 

1042.50 
NO 

COUNTY 

CULBERSON 
CULBERSON 
CULBERSON 

/055 
/055 
/055 

PETRO-HUNT LLC 
Apr 23 2005 
5 yrs 
0.00 
l. 00 
0.10000000 

ATTENTION FILE USERS! 
This file has been placed in table 

of contents order. 
RETURN TO VAULT WITH 
DOCUMENTS IN ORDER! 
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4634 

Bode, Jr , Arthur J 

Petro-Hunt, L.L.C. 

lfAIE IIJClll'T9I 

CWlty 

CULBERSON 

CULBERSON 

CULBERSON 

TERMS lffDIBI 

Pnn1ry T nt 

lknls/Aira 

R111ta/ Acra: 

Roymty: 

5 years 

3/16 

R"1. nL_IEW sum 
~\: R Widmayer 

Lease Date: A/912005 

Aa'88:: 

Base Fie No Prt S8c. BIO TwP Slrvey 
129393 

102385 

133185 

$50.00 

$1 .00 

S/2 

NORTH PART 

SOUTH PART 

10 61 

16 61 

16 61 

mua IBNIIJIID 

flrila'y Tinn 5 years 

lmts/ Aa'O 

Rlllta/ Aa'O 

Roymty 1/5 

02S T & PRY CO 

02S T & PRY CO 

02S T & PRY CO 

$50.00 

$1 00 

ll: J 

Ablt# 

4562 

1884 

4641 

CIIIIARIIIIS 

PIE# Date Term lkml/Ac. R111ta/Ac. Roymty llstlml 

MF104140 

MF104307 

Samson Lone Star Limited Partner 5/27/2004 5 years 

Warrior Exploration 9/16/2004 5 years 

Coollelts: 4th year rental will be $25 00 

Wednesday, May 04 , 2005 

$10.00 

$50.00 

$1 .00 3/16 

$1 .00 3/16 

Last Lease 

Adjacent NW 

Adjacent SE 



.• 

RELl QU[ HME TA TL A E I ~PT TCATIO 

1'exas General Land ffice 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bi ll Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

, 

FROM: Robert I latter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Petro-llunt, L.L.C. 

Prim. Term: 5 years Bonus/ Acre 

Royalty: 1/5 Rental/Acre 

Consideration 

Recommended:~A~ 

Not Recommended : ----
Comments: 4th year rental will be 25 00 . 

Date: S"'· 9- o~-

Jerry Patter on omm1 stoner 

DA TE: 04-May-05 

County: 

$50.00 

Sl.00 

CULBER ON 

./Lease Form 

Recommended : @fil­
ot Recommended: 

"' Date: _ _..S::'--'-&_.1 j(._u_..5._-_ 

----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: l. L/t.. 

Not Recommended : ----

Bill Warnick, General Counsel 

Recommended: I • J.!IJ) 
Not RecommenW-

Larry Laine, Chief Clerk 

Approved: ;J}J-
Not Approved: ___ _ 

Date: 

Date: 

Date~( t<..ut( CJ' 



HAL REVIEW SHEB 

Tnra:tm# 4635 ~t: R. Widmayer 

Gutierrez, Sammy Lease Date: 4/19/2005 II: J 

Petro-Hunt, L L.C. Aaea: 

LEASE IIICllrl• 

&allty 
CULBERSON 

Base Flo No 
129393 

Part Sec. BkD Twp 

CULBERSON 

CULBERSON 

TEllMI lffBlfD 

PrinrY T ll'm: 

BcnJs/Aa-e: 

Rfllta/Acru: 

Roymty: 

5 years 

3/16 

102385 

133185 

$50.00 

$1.00 

S/2 ~ 10 61 02S 

NORTH PART ~., 16 61 02S 

SOUTH PART So ,o 16 61 02S 

# 
\ . . 

TERMS IIRNIEIID 

flrina'y T ll'ffl 5 years 

lknla/Aln $50.00 

R111ta/ Aln $1.00 

Roymty 1/5 

CNARIIIS 

PIE# Date Tll'ffl lkml/Ac. 

MF104140 

MF104307 

Samson Lone Star Limited Partner 5/27/2004 5 years 

Warrior Exploration 9/16/2004 5 years 

Cmmalt&; 4th year rental will be $25 00 Also; Patnck Beal with 32.578125 acres 

Wednesday, May 04, 2005 

$10 00 

$50 00 

1042.5 

Slney Abat# 

T& P RYCO 4562 

T & P RYCO 1884 

T& P RYCO 4641 

R111ta/Ac. Roymty llst1ffll 

$1.00 3/16 

$1.00 3/16 

Last Lease 

Adjacent NW 

Adjacent SE 



- . .. 
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UI HM .. T.A TLE EAPP l ATf " . 
Texas General Land Office Jerry Patter on, omm1ss1oner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 04-May-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert I latter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Petro-Ilunt, L.L.C. 

Prim. Term: 5 years 

Royalty: 1/5 

Consideration 

Bonus/Acre 

Rental/ Acre 

County: 

$50.00 

$1.00 

Recommended: <?~ 
Not Recommended: 

Date: ~-. i- o ., -

----

CULBER O 

Comments: 4th year rental will be $25.00. Also: Patnck Beal with 32.578 125 acres. 

tJ1&ase Form 

Recommended : - - --
ot Recommended: ----

Comments: 

Louis Renaud. Deputy Commissioner 

Recommended: , ~ -re... 
ot Recommended: ----

Recommended: _..,_... __ 
Not Recommended: 

Larry Laine, Chief Clerk 

Approved: 4'= 
ot Approved: ___ _ 

1ss1oner 

Date: d~fof ---

Date: S/10/05 
' 

Date: 

Date: ------

Date: t2,JVlA1 D> 



;ff ( u '-'"' v')J /, 
./) . 

Date Filed: "7/1/:::'/ IJ 2 
Jerry E. Pattefs{;n, jq9Jijln 

Br~~~~~__Ji,.;UC::.::::::::___ 

• 

... 
i 

·-<., 

~' 



1601 ELM STREET, STE 3400 
THANKSGIVING TOWER 

DALLAS, 75201-7201 

July 6, 2005 

Stnte ofTexns General land Oflice 
1700 N. Congress A venue, Room 600 
Austin, Texas 78701. 
Attn: Mr. Drew Retd 

Gentlemen. 

TEL: 214-880-8400 
FAX: 214-880-7101 

Enclosed please find Petro-I lunt, L.L.C. 's check tn the amount of $15,428.15 as pa>mcnt for one-ha lf of 
the bonus consideratton due for five Rel111qu1shment Act leases ttlken m Culberson County, rexas ,,long with 
appropriate applicot1on nnd filing fees. All five lenses cover the same described lnnds as lollows· 

) 
r &P RR Co. Survey, l3101..k 61, Township 2 

Sect ton 1 O· I he South f I all or (347 .5 acres, more or less) 
Se1..tion 16 All or (695 acres, more or less) 

At thur J Bode 

llcrbcrt Boys. 11. 

Don,t ld M Monroe. rrustee 

Sammy CJutierrez 

0..J 09 05 

04 19 '05 

O..J/ 12/05 

04/23 '05 

04/19 '05 

S6, 515 63- I l'aJe /Ju1111J 

SI 00 00 Apphcat 1u11 Fee 
$25 00- Ft/111g Fee 

S542. 97- I ..:aJe /Jomn 
$25.00- F1/111g Fee 

SM./ ./6- Lease /Ju1111s 
S2 5. 00- Fd 111g Fee 

S6, 515 63- I ease /Jv1111.1 
S25.00- F1/111g fee 

Sb' /4../6- I.ease Bonus 
$2500- l-1fl11grei• 

A certified copy or each or the five leases is nlso enclosed. If you lrnvc any questions please give me a ca ll 
at 2 14-880-8•193. 

Yours very truly, 

Wtlltam A I leamc 

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



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK / 

PETRO-HUNT, L.L.C. \ ./ 
1601 Elm Street, Suite 3400 V · 

Dallas, Texas 75201 
(214) 880-8400 

~ OWNERNAMC 

TEXAS GENERAL LAND OFFICE 

Bank Ono, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur. Texas 77640 

OWNCRNO DATE 

58207 Jul -21 -2005 

-=----....... --=======----------..... __ ..... __ 

07AP1187 118-0715050 07/15/05 
"DELAWARE BASIN III PROSPECT" 

TOTAL INVOICES PAID 

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

• • ... 

100.00 

Page 1 of 1 

AMOUNT 

$1 00.00 

0.00 100.00 

x 100 . 00 

11-1 

r 



PAYEE DETACH THIS PORTION BEFORE CASHING CHr 

PETRO-HUNT, L.L.C. V 
1601 Elm Stteet, Suite 3400 

Dallas, Texas 75201 

" 

(214) 680-8400 

)WN(RNAMI 

TEXAS GENERAL LAND OFFIC E 

07AP1189 118 - 0714058 07/14/05 
"DELAWARE BASIN III" 

TOTAL INVOICES PAID 

.. 
• . .. . 
••• 

. . . 
• • • 

... . • . . 
• • • • • • • 

Bank One, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO 0.-.TE 

58207 Jul-21 ·2005 

15,428.15 

... . 
• • . . 

• • . . . . 
• ... 

l 
l 

Page 1 of 1 

CHt CK NUMBER AMOUNT 

4082699 $15,428.15 

0.00 

=--= 

15,428.15 x 15,428.15 

/2/ 

·. ,....., 
~ , 



: :·· :·· ... . . . . . : : : . . : . : . : : .·· ... . . . ... 712572 



G ne1'1 L•nd omce 
Rcllnqul1hmon1 Act Lease Form 
Revl1ud, Sept mber 1997 

Notice of Confidentiallty Rights: If you are a natural person, you may remove or strike any of the following information from 
this instrument before i t is mod for rocord in tho public records: your social security number or your driver's license number. 

~\)e ~ta~:o, of <lrexilg 
.:..~f! 

..., / = -\... , 
I- I .,. 

. . .. .. 

~ ustin, 'are as 
OIL AND GAS LEASE 

THIS AGREEMENT is mode ond entered Into thrs __llr:Q_ day or _ A_p-nl _______ , lOQ.L , between the Stole or Texas, acting 

by ond through its agent. Dom1ld M Monroe. Trustee or the Donald M Monroe ~ Barbara C, Monroe Living Tru l or g32 Don Alegre Place. 

L~ Ange!es. CA 90008-2816 

(Give Permanent Addreu) 

said agent herein rererred lo os the owner of the soil (whether one or more) • and Peta:tHunt L L C 

of 1601 Elm. Suite 3400, Dallas, TX 75201 ---------------------- here1na~er called Lessee 
(Give Permanent Address) 

1. GRANTING CLAUSE For ond In consideration of the mounts st t d below and of the covenants nd gre ments lo be paid, kept and 
performed by Leuee under this I ose. the Stale or Te>c.as actmg by and through the owner or the soil, hereby grants. leases and lets unto Lessee, for 
the sole and only purpose or prospecting and dnlhng for and producing oil and gas laying pipe hnes. bu1ldmg tanks. stonng 011 and bu11dmg power 
stat,ons, telephone Imes and other structures thereon lo produce. save. lake core of, treat and transport said products or the lease, the follOW1ng lands 
11tuated in Culberson County State of Teos, to-wit 

T&P RR Co Survey, Block 61 , Township 2. Section 10 The South half, or (3'17 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

conta,nrng ~l ,-P4~ 2-,~5 ____ acres, more or less The bonus considera!Jon paid for this lease rs as follows· 

To the Stale of Texas Six lhousnnd frve hundred fifteen and 63/1 00 

Dollars (S6 __ 5~J 5_6_3 _______ ~ 

To the owner of the sotl s,x thousand frve hundred fifteen and 631100 

Dollars (S-6,-5~15~63~------~ 

Total bonus constderatJon Illliieen thousand thirty-one and 261100 
Dollars (S 13 031 26 l 

The total bonus consideration paid represents o bonus of ~F=,fty~P=nd~ n-o/-l-0-0'-1--------------------------

----------------- Dollars ($~50~09-----~> per acre, on _26_0~6- 2~5 ___ _ net acres 

2. TERM. Sub1ect to the other prov,s,ons ,n this lease, th,s lease shall be ror a term or Frve (5) years from this dale (heretn 
called •pnmory termj and as long thereafter os otl and gas. or either or them, is produced ,n paying quant,tres from said land As used tn thts lease, the 
term •produced In paying quant,t,es· means that the receipts from the sale or other authorized ~ lllJ'll~98-Jl.' , su!) ¥i',) cover!.'(I exceed out 
or pocket Oper&ltOn&t e,cpenses for the SIX months last past A r .. . ... 

® • . . . . . . • . .. . . 
• • . • . . . . ... . . • •• BY O£PVTY 



3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 

unless on or before such annrversary data LeHee shall pay or tender to the owner of the soil or to his credit in the _ _ _ ______ ____ _ 

at~----- - - -------------- - --------- --------------- - ------

or Its succeHors (which shall continue as the depository regardless of changes In the ownership of said land), the amount specdled below, In addition. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS, a II e sum on 
or before said date Payments under this paragraph shall operate as I rental end shall cover the pnvllege of defemng the commencement of a well for 
one (1) yenr from said date Payments under this paragraph shall be in the following amounts 

To the owner of the soil One hundred th11tv and 321100 

Dollars($~--- ----------- - - --- -------~ 

To the State or Texas One hundred thirty and 32/100 
Dollars 1$1 30 32 

Total Delay Rental Two hundred srxtv and 6:4/JOO 
Dollars (S.26.,..0 ... §-1......_ _______ __, 

In I I e manner and upon like payments or tenders annually the commencement of a well may be further deferred for successrve penods or one (1) 
year each dunng the pnmary term All payments or tenders or rental to the owner or the soil may be made by check or s,ght draft of Lessee or any 
assignee or this lease, and may be delivered on or before the rental paying dale If the bank designated ,n this paragraph (or Its succeHor bank) should 
cease to extSt. suspend buSlness, hqux:late, f11I or be succeeded by another bank. or for any reason fail or refuse to accept rental. Lessee shall not be 
held in default for failure to make such payments or tenders or rental until thirty (30) days after the owner or the soil shall delrver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production or 011 and/or gas, LeHee agrees to pay or cause to be p11d one-half (112) or the royalty 
provided for ,n this lease to the Commissioner of the General Land Offtee of the State of Texas. at Austin Texas, and one-half (1/2) 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 hquld form at the mouth of the well and also as 
all condensate, distillate, and other hquld hydrocarbons recovered from 011 or gas run through a separator or other equipment, as hereinafter provided, 
shall be 115 part or the gross production or the market value thereof at the opllon of the owner or the soil or the CommtSsioner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premium, If any, offered or paid for 011, condensate, disllllate, or other hquld 
hydrocarbons, respedrvely, or a like type and gravity in the general area Where produced and When run, or 2) the highest mar1<et pnce thereof offer d or 
pax:I In the general area Where produced and When run or 3) the gross proceeds of the sale thereof whichever tS the greater Lessee agrees that before 
ony gos produced from the leased premises 1s sold used or proceHed in a plant ll wlll be run free or cost to the royalty owners through an adequate 011 
and gas separator of convenllonal type, or other equipment at least as eff1C1ent, so that all liquid hydroc,rbons 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. in wrrt1ng, by the royalty owners upon 
such terms and condlllons as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), Which ,s defined as all hydroc,rbons and gaseous substances not 
defined s 011 in subparagraph (A) above, produced from any well on said land (except as provided herein wrth respect to gas processed 1n • plant for 
the extraction of gasoline, liquld hydrocarbons or other products) shall be 115 part or the gross produd1on or the market value thereof. at the 
option of the owner or the soil or the Commissioner of the General Land Office, such value to be based on the highest market pnce p11d or offered for 
gas of 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 maX1mum pressure base 1n measunng the gas under this leue shall not at any tme exceed 14 65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correcllon to be made for pressure according to Boyle's Law , and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other hquld 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the mar1<et value thereof, at the option of the owner 
of the sod or the Comm1ss1oner or the General Land Office A ll royatlles due herein shall be based on one hundred percent (100%) of the total plant 
production or residue gas attnbut.able to gas produced from this lease, and on fifty percent (50°,), or that percent accruing to Lenee, Whichever 1s the 
greater, or the total plant production of hquld hydrocarbons attnbutable to the gas produced from thlS lease, provided that rf hquld hydrocarbons are 
recovered from gas processed 1n a plant ,n which LeHee (or Its parent, subsidiary or affiliate) owns an interesl then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under I processing 
agreement negotiated at arm's length (or If there is no such third party, the highest percent then being specified In processing agreements or contracts In 
the industry), whichever IS the greater The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling pnce for the respective grades or liquid hydrocarbons), whichever 1s the greater In no event. however. shall 
the royalties payable under th,s paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting llquld 
hydrocarbons) whether said gas be 0 cas1nghead." "dry," or any other gos, by fract1onaung, burning or any other processing shall be __ 11.L_part of 
the gross production of such products, or the market value thereof, al the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows 1) on the basis of the highest mar1<et pnce or each product for the same month In which such product Is 
produced, or 2) on the basts of the average gross sale pnce or each product for the same month In which such products are produced, Whichever Is the 
greater 

.. . ... ... • • • . . . . 
• • • • • . OID'VTY •• • . . • . . . . . 
••• • . . .. 



5. MINIMUM ROY AL TY. Dunng any year after the exp,ratJon of the pnmary term of this lease, 1f this lease is ma1nts1ned by production. the 
royallles paid under thts lease m no event shall be less than an amount equal to the total annual delay rentBI herein provided, otherwtse, there shall be 
due and payable on or before the Last day of the month succeeding the anniveBary date of this lease a sum equal to the total annual rentBI less the 
amount of royalties paid dunng 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) per acre 

6. ROYAL TY IN KIND. Notw1thstand1ng any other provision m this lease, at any hme or from tme to tme, the owner of the sod or the 
Comm1Ss1oner of the General Land Office may, at the option of erther, upon not less than sixty (60) days nollce to the holder of the lease, require that the 
payment of any royalties acx:rumg lo such royalty owner under this lease be made 1n kind The owner of the soil's or the Comrmu,oner of the General 
Land Office's nght to take rls royalty ,n kind shall not dm,nish or negate the owner of the soil's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations. whether express or mplled, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid m kind) shall be Without deduction for 
the cost of producing, galhenng, stonng, separaltng, treating, dehydrating, compressing, processing transporting and olherwtse making the 011, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royallles on the gross value received, including any re1mbuBements 
for severance taxes and production related costs 

II. PLANT FUEL AND RECYCLED GAS. No royalty shall be pay ble on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder 1n any processing plant Nolwlthstand1ng any other provision of this lease and subject to the wntten consent of 
the owner of the soil and the Commtss1oner of the General Land Office. Lessee may recycle gas for gas lrft purposes on the leased premises or for 
mJecllon into any 011 or gas producmg formallon underlying the leased premises after the hquld hydrocarbons contained m the gas have been removed. 
no royalties shall be payable on the recycled gas until rt ,s produced and sold or used by Lessee ,n a manner which entitles the royalty owners to a 
royalty under this lease 

9. ROYALTY PAYMENTS AND REPORTS. NI royalhes not taken m kind shall be paid to the Comm1ss1oner of the General Land Office al 
Austin, Texas, In the following manner 

Payment of royalty on produclton of 011 and gH shall be as provided m the !\lies set forth 1n the Texas Register Rules currently provide that royalty on oil 
1s due and must be received m the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas 1s due and must be recerved 1n the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavrt of the owner, manager or other authonzed agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and dlspos1t1on of all 011 and gas produced and the market value of the 011 and gas, together with a copy of all documents. 
records or reports confirming the gross production, d1spos11Jon and market value including gas meter readings , pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gos Imes or gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production, d1spos1t1on and market value In all cases the authonty of a manager or agent 
to eel for the Lessee herem must be filed m the General Land Offtee Each royalty payment shall be accompanied by e check stub, schedule, summery 
or other remittance advice show ing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5°.4 on the royalty or $25 00. whichever Is 
greater A royalty payment which Is over thirty (30) days late shall aCCl\le a penalty or 10% of the royalty due or $25 00 whichever 1s greater In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest Wlll begin to accrue when the royalty ,s socty (60) days overdue 
Affidavits nd aupportJng documents which are not filed when due shall incur a penalty m an amount set by the General Land Office admmtslr ltva l\ll 
which ,s effective on the dale when the affidavits or supporting documents were due The Lessee shall bear all responsrb1lrty for paying or causing 
royalties to be paid es prescribed by the due date provided herein Payment of the delinquency penalty shall m no way operate to prohibit the State's 
nght of forfeiture as provided by law nor act to postpone the date on which royallres were originally due The above penalty provisions shall not apply m 
cases of 11Ue dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS . Lessee shall annually furnish the Commissioner of the General Land Of tee 
with ,ts best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commisst0ner with copies of 
all contracts under which gas 11 sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entenng into or making such contracts, greemenls or amendments Such contracts and agreements when received by the General Land Offtee shall be 
held In confidence by the General Land Office unless otherwtse authonzed by Lessee NI other contracts and records pertaining to the produdlon, 
transponotlon, sale and marketing of the oil and gas produced on said premises, Including the books and accounts receipts and d1Scharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to 1nspect1on and examination by the Comm1ss1oner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(8 ) PERMITS, DRILLING RECORDS. W ntten notice of all operations on this lease shall be submttled to the Comm1ss1oner of the General 
Land Office by Lessee or ope1111or five (5) days before spud date workover 111-ent,y temporary abandonment or plug and abandonment of any well or 
wells Such wnllen notJce to lha General Land Office shall include copies of Railroad Comm1ss1on forms for apphcation to dnll Copies of well tests, 
complellon repons and plugging reports shall be aupphed to the General Land Office at the tme they are filed Wlth the Texas Railroad Commission All 
apphcahons, permits. reports or other filings that reference thlS lease or any specific well on the leased premtSes and that are submitted to the Texas 
Railroad Comm1SSt0n or any other governmental agency shall include the word "StJJte• ,n the lrtle Addrt,onally, m accordance With Railroad Comm1Ss1on 
rules, any signage on the leased premtSes for the purpose of tdentrfying wells, tank battenes or other associated mprovements to the land must also 
include the word State· Lessee shall supply the General Land Office with any records. memoranda. accounts, reports. cuttings and cores, or other 
lnformalt0n relative lo the operalton of the obove-descnbed premises, which may be requested by the General Land Office ,n add11Jon to those herein 
expressly provided for Lessee shall have an electncal and/or rad,oactJVrty survey made on the bore-hole sectJon, from the base of the surface casing lo 
the total depth of well, of all wells dnlled on the above descnbed premises and shall transmit a tl\le copy of the log of each survey on each well lo the 
General Land Office within fifteen (15) days alter the makmg of said survey 

(C) PENAL TIES. Lessee shall incur e penalty whenever reports, documents or other matenals are not filed 1n the General Lend Offtee when 
due The penalty for late filing shall be set by the General Land Offtee adm1nislral!Ve l\lle which 1s effect.ive on the data when the matenals were due In 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM If, dunng the pnmary term hereof and pnor to discovery and 
production of 011 or gas on said land Lessee should driU d hereo or 1f dunng lhe pnmory term hereof and after the d1sCQvery and . 
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- actual production of oil or gas from the le sed premises such production lhereof should cease from any cause, this lease shall not terminate rf on or 
before the expiration of sixty (60) days from date of completlon of said dry hole or cessatJon of production Lessee commences add1t1onal dnlhng or 
reworking operations thereon, or pays or tenders the next annual delay rent.al 1n the same manner as provided In this lease If, dunng the last year of the 
pnmary term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause. 

• Lessee's nghts shall remain m full force and effect without further operatJons untll the expiration of the pnmary term. and ,f Lessee has not resumed 
production In paying quantities at the expiration of the pnmary term, Lessee may maintain this lease by conducting addrttonal dnlhng or rewonung 
operations pursuant to Paragraph 13. using the expiration of the pnmary term as the date of oessabon of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the ebove described land be completed as a shut-in otl or gas well wrth1n the pnmary term hereof, Lessee may 
resume payment of the annual rental ,n the same manner as provided herem on or before the rental paying date followmg the expiration of sixty (60) 
days from the date of completlon of such shut-in 011 or gas well and upon the failure to make such payment. this lease shall ipso facto terminate If at the 
expiration of the pnmary term or any lime thereafter a shut-in otl or gas well IS located on the leased premises, payments may be made in accordance 
with the shut-in prov1s1ons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, et the expiration of the pnmary term, neither oil nor gas 1s being 
produced on said lend, but Lessee 1s then engaged 1n dnlhng or reworking operations thereon this lease shell remain ,n force so long as operations on 
said well or for dnlhng or reworking of any add1honal wells are prosecutad in good faith and 1n workmanlike manner without interruptions totaling mora 
than sixty (60) days dunng any one such operation, and rf they result 1n the production of 011 andlor gas, so long thereafter as 011 and/or gas 1s produced 
1n paying quantrues from said land, or payment of shut-m 011 or gas well royalties or compensatory royallles is made as provided m this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the pnmary term. production of 0tl or gas from the leased 
premises. after once obtained, should cease from any cause, thts lease shall not terminate If Lessee commences add1tlonal dnlhng or reworking 
operahons within sixty (60) days after such cessal1on and this lease shall remain 1n full force and effect for so long as such operallons continue ,n good 
faith and In wortcmanhke manner without interruptions totaling more than sixty (60) days If such dnlhng or reworking operations result in the production 
of 011 or gas, the lease shall remain m full force and effect for so long as otl or gas II produced from the leased premises 1n paying quanltties or payment 
of shut 1n 011 or gas well royalties or payment of compensatory royalties IS made as provided herein or es provided by law If the dnlhng or rewol1<1ng 
operations result 1n the completion of a well es a dry hole. the lease will not terminate If the Lessee commences addrtJonal dnlhng or rewol1<1ng 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues dnlhng or 
reworking operaUons in good farth and ,n a workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall give wntten notice 
to the General Land Office Within thirty (30) days of any cessallon of production 

14. SHUT-IN ROYAL TIES For purposes of this paragraph "well" means any well that has been assigned a well number by the state agency 
having 1unsd1ct1on over the production of 011 and gas If, at any time after the expiration of the pnmary term of o lease that. until being shut 1n, was being 
maintained 1n force and effect, a well capable of producing 011 or gas 1n paying quantities IS located on the leased premises. but 011 or gas II not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut·in 011 or gas royalty an amount equal to 
double the annual rental provided m the lease but not less than $1 .200 a year for each well capable or producing 011 or gos ,n paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each 1nrt1al shut-in 011 or gas royalty must be paid on or before (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlhng or reworking operation ,n accordance 
with lhe lease provisions whichever date 1s latest Such payment shall be made one-half (112) to the Comm1ss1oner of the General land Office and one· 
half (112) to the owner of the soil If the shut-in 011 or gas royalty IS paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a penod of one year from the end of the pnmory term, or from the first day of the month following the month 1n which 
production ceased, and, after that, 1f no surtable production fac1ht1es or suitable market for the 011 or gas exists Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the exp1ral1on of each shut·ln year 

15. COM PENSA TORY ROY AL TI ES. If, during the penod the le se Is kept In effect by payment of the shut ,n 011 or gos royalty, 011 or gas ,s 
sold and delivered in paying quantities from o well localed within one thous nd (1 ,000) feel of the leased premises nd completed 1n the same producing 
reservoir, or in any case in which drainage ,s occurring, the nght to continue to maintain the lease by paying the shut in 011 or gas royalty shall cease, but 
the lease shall remmn effective for the remainder of the year for which the royalty has been paid The Lessee may ma1nta1n the lease for four more 
successive years by Lessee paying compensatory roya lty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which Is completed In the same produ<:jng reservoir and within one thousand (1 ,000) feet of the leased premises The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the lost day of the month following the month m which the 011 or gas IS produced from the well causing the drainage or that is completed In the 
snme producing reservoir and located within one thousand (1 ,000) feet of the leased prem11es If the compensatory royalty paid In any 12-month penod 
is an amount less than the annual shut-tn 011 or gas royalty, Lessee shall pay on amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty ond interest in accordance with Paragraph g of this 
lease None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided In 
Texas Natural Resources Code 52 173, however, at the determ1naUon of the Commissioner, and with the Commissioner's wntten approval. the payment 
of compensatory royalties can satisfy the obhgalton to dnll offset wells 

16 RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing 011 or 
ga1 hes been completed on the leased premises Lessee shall exercise the d1hgenoe of a reasonably prudent operator m dnlhng such add1llonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and 1n marketing the productlon thereon. 

(A) VERTICAL. In the event this lease is m force and effect two (2) years after the exp1ra1Jon date of the pnmary or extended term ,t shall then 
terminate as to all of the leased premises EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producmg in paying quantrt1es (including a shut·in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee IS then engaged 1n continuous dnlhng or reworking operations. or (2) the number of acres included in a prodUCjng pooled unit 
pursuant to Texas Natural Resources Code 52 t 51-52 154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having 1unsd1ct1on If at any time after the effectrve date of the partial term1nat1on provis10ns hereof, the 
applicable field rules ore changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstandmg the terminatJon of this lease as to a poruon of the lands covered hereby, Lessee shall nevertheless continue to have the nghl of ingress 
to and egress from the lands sbll subject to this lease for. II rposes. in Pa graph 1 hereof together Wllh easements and nghls-of-way for . . 
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existing roads, eXlsltng pipelines and other eXlstmg rocd1t1es on, over and across all the lands descnbed in Paragraph 1 hereor ("the retained lands"), ror 
access to and rrom the retained I nds and ror the gathering or transportation or oil, gas nd other minerals produced from the retained lands 

(B) HORIZONTAL In the event this lease Is in rorce and effed two (2) years after the expiration date or the pnmary or extended term ti shall 
further term1nole as to all depths below 100 reet below the total depth dnlled (hereinafter "deeper depths") in each well localed on acreage retained tn 
Paragraph 16 (A) above, unless on or berore two (2) years after the pnmary or extended term Lessee pays an amount equal to one-hair (1/2) or the 
bonus onglnally paid as conslderu!lon ror this lease (as specified on page 1 hereof) Ir such amount is pold, this lease shall be In rorce and effed as to 
such deeper depths, and sold termination shall be delayed for an addlllonal period or two (2) years and so long thereafter as 011 or gas 1s produced m 
paying quantities from such deeper depths covered by thts lease 

(Cl IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearty as prac:t1cal, be in the form of a 
square with the well localed in the center thereof, or such other shape as may be approved by the Commisstoner or the General Land Office Within 
thirty (30) days after p rttal termination of thlS lease as provided heretn, Lessee shall execute and record a release or releases containing a sallsfadory 
legal descnptton of the acreage endlor depths not retained hereunder The recorded release, or a certified copy of same, shell be filed m the General 
Land Office, accompanied by the filing fee prescribed by the General Land Of tee rules tn effed on the date the release 1s filed If Lessee fails or refuses 
to execute and record such release or releases w1Lhtn ninety (90) days after being requested to do so by the General Land Office then the 
CommtSStoner at his sole dtScretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense 1n the county or counties where the lease is located and tn the off1C1al records or the General Land Office and such 
destgnallon shall be btnd1ng upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals. nor royalltes paid, or to be paid, under this lease shall relieve Lessee of his obhgalton 
to protect the oil and gas under the above-described I nd from betng drained Lessee, sublessee. receiver or other agent 1n control of the leased 
prem11es shall drill as many wells s the fads moy Justtfy and shall use appropriate means and drill to a depth necessary to prevent undue drainage or 
011 and gas from the leased prem1Ses In addition If 011 and/or gas should be produced tn commercial quantities wllhtn 1.000 feet or the leased premises, 
or tn any case where the leased premises 1s betng drained by production of oil or gas, the Lessee, sublessee recerver or other agent 1n control of the 
leased premises shall in good farth begtn the dnlling of a well or wells upon the leased premises within 100 days after the dra1n1ng well or wells or the 
well or wells completed w1thtn 1,000 reel of the leased premises start producing In commercial quantities and shall prosecute such dnlhrig with diligence 
Failure to satisfy lhe statutory offset obhgahon may subject this lease and the owner of the soil's agency nghts to forfeiture Only upon the determmat1on 
or the Comm1ss1oner of the General Lsnd Office and with his wntten approval may the payment or compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE If after a good faith effort, Lessee rs prevented from complytng with any express or mplied covenant or this lease, 
from condudtng drilling operations on the leased premises, or from producing 011 or gas from the leased premises by reason or war, rebellion, nots, 
strikes, ads or God, or ony vahd order. rule or regulation or government authorrty, then while so prevented. Lessee's obligot,on to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for rallure to comply with such covenants, addillonally, this lease shall be 
extended while Lessee IS prevented, by any such cause, from conducting dnlling and reworktng operations or from producmg oil or gas from the leased 
premises However, nothing in this paragraph shall suspend the payment or delay rentals tn order to maintain thts lease tn effect dunng the primary term 
in the absence or such drilling or rewor1<ing operations or produd1on or 011 or gas 

19. WARRANTY CLAUSE. The owner of the soil warmnts and agrees to defend title to the leased premises If the owner or the soil defaults 
tn payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil 1n the leased premises by paying any mortgage 
Laxes or other liens on lhe leased premises If Lessee makes payments on behalf of the owner or the soil under this paragraph, Lessee may recover the 
cost or these payments from the rental and royalties due the owner of the soil 

20 (A) PROPORTIONATE REDUCTION CLAUSE. If the owner or the soil owns less than the entire undtvlded surface est.Ille tn the above 
described land. whether or not Lessee's mterest 1s specified herein, then the royalties ond rental herem provided to be paid to the owner or the soil shall 
be paid to him 1n the proportion which his mterest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General LDnd Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee ad1usts the 
royalty or rental due to the Comm1ss1oner of the General Land Office. Lessee or his authonzed representatrve must submrt to the Commrss1oner of the 
General Land Office a wntten statement which explains the discrepancy between the tnlerest purportedly leased under lh1s lease and the actual tnlerest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paid the value or the whole product.ion allocnble to any undrvlded 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided mterest How ver, 1n no event shall 
the Commissioner or the General Land Office recerve as a royalty on the gross produCllon allocable t.o the undrvided interest not leased an amount less 
th n the value of one-sixteenth (1 /16) or such gross production 

(B) REDUCTION OF PAYMENTS If. dunng the pnmary term. a portion or the land covered by this lease is tncluded withtn the boundanes 
of o pooled unrt that hos been approved by the School Lond Board and the owner or the soil ,n accordance with Natural Resources Code Sed1ons 
52 151 ·52 154, or 1f, ot any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the tolJII 
amount descnbed herein, payments that are mode on a per acre basis hereunder shall be reduced accord1rig to the number or acres pooled released 
surrendered, or othe1W1se severed, so that payments determined on a per ere basis under the terms or thLS lease dunng the pnmary term shall be 
calculated based upon the number or acres outside the boundanes of a pooled unit, or, If after the expiration or the pnmary term, the number of acres 
actually retatned and covered by this lease 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary ror operotJOns under this lease except water 
from wells or tanks or the owner or the soil. provided, however, Lessee shall not use potable water or water suitable for livestock or imgot1on purposes 
for waterflood operations without the pnor consent of the owner or the soil 

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than five hundred (500) reel to any house or born now on sold premises without 
the wntten consent or the owner of the soil .. . ... ... 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of containment 

_ facilities sufficient lo prevent spillage, seepage or ground water contam1nallon In the event of pollution, Lessee shall use all means at its d1Sposal lo 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage lo public and pnvale properties Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to proted livestock against loss, damage or miury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the dnlhng site of all rubblSh 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operatJons shall restore the surface of the land lo as near its onginal condition and contours as Is practlC8ble Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hmrtallons m this paragraph, Lessee shall have the nght to remove machinery and foctures placed 
by Lessee on the leased premises, 1nclud1ng the nght to draw and remove casing, W1thm one hundred twenty (120) days after the exp1ralJon or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod Ho..vever. Lessee may not remove casing from 
any ..veil capable of producmg oil and gas 1n paying quanlJt1es Addillonally, Lessee may not draw and remove casing unlJI 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 ere not umely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained 1n this paragraph and Paragraph 29 of thlS lease, the nghls and estates of either 
party to this lease may be assigned, In whole or m part, and the provisions of this lease shall extend to and be binding upon their heirs. dev1sees. legal 
representatives, successors and assigns However, a change or division 1n ownership of the land, rentals, or royallJes Wiii not enlarge the obhgal1ons of 
Lessee, diminish the nghts, prlVlleges and estates of Lessee, 1mpa1r the effectrveness of any payment made by Lessee or 1mpa1r the effectrveness of any 
act performed by Lessee And no change or div1s1on in ownership of the land, rentals. or royalties shall bind Lessee for any purpose unlJI thirty (30) days 
after the owner of the soil (or his heirs, dev1sees. legal representatives or assigns) furnishes the Lessee with satisfactory wntten evidence of the change 
m ownership, including the original recorded mumment.s of trtle (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease If this lease is assigned m its entirety as to only part of the acreage, the nghl and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affed 
this lease on the part of the land upon which pro rala rentals are timely paid or tendered, however, 1f the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying dale, the entire lease shall terminate for failure to pay the entire renlDI 
due under Paragraph 3 Every assignee shall succeed to all nghls and be subject to all obhgallons. hab1htJes. and penalties owed to the State by the 
onglnal lessee or any pnor assignee of the lease. including any llab1ht1es to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notw1thslend1ng any prov1s1on m Paragraph 27(a), If the owner of the soil acquires this lease in whole or In 
part by assignment wtthout the pnor written approval of the CommisStoner of the General Land Office. this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as 1f it were made to the owner of the soil 1f the 

assignee Is 
(1} a nominee of the owner of the soil. 
(2) a corporation or subsidiary in which the owner of the soll ls a pnnclpal stockholder or ls an employee of such a corporation or subsidiary, 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership, 
(4) a pnnclpal stockholder or employee of the corporation which 1s the owner of the soil, 
(5) a partner or employee in a partnership which 1s the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not limited to a guardian, trustee. executor, administrator. receiver. or conservator for the 

owner of the soil, or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption 

28. RELEASES. Under the conditions contained m this paragraph and Paragraph 29, Lessee may at any lime execute and delrver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as 
to such portion or portions. and be relieved of oll subsequent obligations as to acreage surrendered If any part of this lease ls property surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender. however, such release will not relleve Lessee of any liablhtles which may have accrued under this lease prior to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease 1s assigned or released, such assignment or release must be 
recorded In the county where the land 1s situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county In which the instrument 1s recorded, must be flied In the General Land Office within 90 days of the lest execution date accompanied by the 
prescnbed filing fee If any such assignment IS not so filed. the nghts acquired under this lease shall be sub1ect to forfeiture at the option of the 

Commissioner of the Generul Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<:tescnbed lend have been included m this Instrument, 
including the statement of the lrue consideration to be paid for the execution of this lease and the nghls end duties of the parties Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained 1n this lease render this lease invalid 

31. FIDUCIARY DUTY. The owner of the soil owes the Stale a fiduciary duty and must fully disclose any facts affecting the State's interest In 
the leased prem1Ses When the Interests of the owner of the soil conflict with those of the Slate, the owner of the soil 1s obligated lo put the Slate's 
Interests before his personal interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum wtth1n thirty days after 11 becomes due. or rf Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling. or rf Less.ea shall fail or refuse to dnll any 
offset well or wells 1n good faith as required by law and the rules and regulallons adopted by the Commissioner of the General Land Office, or 1f Lessee 
should ran to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, U,e School 
Land Board. or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or tt' Lessee or 
an authonzed agent should knowingly fall or refuse to give correct Information to the proper aulhonty, or knowingly fell or refuse to furnish the General .. . ... ... . 
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Land Office a correct log of any well, or 1f Lessee shall knowingly violate any of the molenal prov1s1ons of this lease, or 1f this lease 1s assigned and the 
assignment 1s not filed In the General Land Office as required by law, the nghts acquired under thts lease shall be subject lo forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
sub1ect to lease under lhe terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any specia l hmitation ansing hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 

• the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all 011 and gos produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52 136 and any other apphcable statutory hen, an 
express contractual lien on and secunty interest In all leased minerals In and extracted from the leased premises, all proceeds which may accrue lo 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and lo secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of lh1.s lease. whether express or imphed This hen and secunty interest may be foreclosed with or without court proceedings 1n 
the manner provided In the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect thts hen Lessee hereby represents that there 
ore no prior or supenor hens anslng from and relaUng to Lessee's adJv1t1es upon the above-descnbed property or from Lessee's acquisition of this lease 
Should the Commissioner at any time determine that this representation Is not true, then the Commtssioner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee is hereby granted the nghl to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral Interest for the exploratlon, development and productlon of oll or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitwng of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52 154 The owner of the soil agrees that the Inclusion of this provision in this lease sabsfies the 
execution requirements stated In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the 1011, their officers. employees, partners, 
agents. contractors, subcontractors, guests. Invitees, and thetr respective successors and assigns. of and from all and any acllons and causes of action 
of every nature, or other harm, mclud1ng environmental harm, for which recovery of damages Is sought, Including, but not limited to, all losses and 
expenses which are caused by the adNrties of Lessee, its officers, employees. and agents ansmg out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder. or that may onse out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or stnctly liable act or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the Slate of Texas and the owner of the soil, their officers, employees and agents. their successors or assigns, against any 
and all claims, hab1ht1es. losses, damages, acllons, personal injury (including death). costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort. contract, or strict hab1lrty, including attorneys' fees and other legal expenses. including those related to 
environmental hazards, on the leased premises or m any way related to Lessee's failure to comply With any and all environmental laws. those ansmg 
from or 1n any way related to Lessee's operations or any other of Lessee's actJvrt1es on the leased premises, those ansmg from Lessee's use of the 
surface of the leased premises, and those that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omisSlon of Lessee. its directors, officers, employees. partners. agents, contractors, subcontractors, guests. lnVltees. and their 
respedNe successors and assigns Each assignee of th1S Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents m the same manner provided above m connecllon with 
the actJv1ties of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
B E SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil. surface waters. groundwater. sediments. and surface or subsurface strata ambient air or any 
other environment.el medium in, on. or under. the leased premises, by any waste, pollulanl or contaminant Lessee shall not bring or permit lo remain on 
the leased premises 1ny asbestos containing matenals, explosives, loXIC matenals, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance• ls defined m the Comprehensive Environmental Response. Compensation and Uabihty Act 
(CERCLA). 42 U S C Sections 9601 , et seq ). or toxic substances under any federal, slate. or local law or regulation ("Hazardous Matenalsj, except 
ordinary products commonly used ,n connection with 011 and gas exploration and development operations and stored in the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS ANO THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease II issued under the provisions of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and If any provision 1n this lease does not conform to these 
statutes, the statutes W1II prevail over any nonconforming lease provtsions 

•• • ••• ••• • . . . . . 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before rt 1s fi led of record in the county records and 
In the General Land Office or the Slate of Texas Once the fihng requirements found In Paragraph 39 of this lease have been satisfied, the effectlVe date 
of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Clerk In any county In which all or any part of the leased premises Is localed, and certified copies thereof must be filed In the General Land 
Offioe This lease Is not effective until a certified copy of this lease (which 1s made and certified by the County Clerk from hlS records) 1s filed 1n the 
General Land Office In accordance with Texas Natural Resources Code 52 183 Additionally, thls lease shall not be bmd1ng upon the State unless rt 
recrtes the actual and true consideration paid or promised for execution or this lease The bonus due the State and the prescnbed fihng fee shall 
accompany such certified copy to the General Land Office 

T T E OFTE 

STATE OF TEXAS 

COUNTY OF DALLAS 

PETRO-IIUNT L L.C 

_ !~ / d-:-- +; / 
By Bruce Hunt , Presiden~ ,/~<P 
Date O Sfa,~~- \ta j 

By· -
lnd1v1duall 

TAX ID N 
DAD 

(CORPORA TE ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared ~--..:...::..:::...;;......::o:..::e...:..--=---=--.:....- known to me to be the 

..._~c=.J ..... =:.:..i....__....,.,._,_..,..,CL.!..,_,,,,......,.'-"'-.><...-·11nd acknowledged to me that he person whose name lS subscnbed to the foregoing instruments as 

executed the same ror the purposes and consideration the I\ ~xpressed, in the capacity staled, and as the act and deed of said corporollon 
,111111 .1~ , 

Given under my hand and seal of office tg.tS'l)\e, • c., ''' ,~ay of , ~ 5 
~" n C-C(' ""' 

~ \"- A 'l< a...- • 
~ C:, • 'fd Pu ·rQ ~ 

;; "> : !? .,. ·. 6 Notary Pubhc in and for STATE ofTEXAS ff ~.. *"' "< ..t.. 1 i t: :1 i 
~ . ~ ~ . ~ 

STAT!:: OF CALIFORNIA : ·• ~,-,. "I~~ .-· ff (INDIVIDUAL ACKNOWLEDGMENT) 

It 
~ ·. "Of : ~ 

/ ~ •, ~J( E.~ ~ 
COUNTY OF L(J.,5 '/lC) (' C 5 %_, 0

6
'· ... ~-1·f ." '"«o # 

'-7"" ,,,,,,, · 2 4 • '2 0 v ,,,,,,, 
1/l<,n \\\~· 

BEFORE ME, the undersigned authonty, on m11 clay-,p\!lrsonally appeared Donald M Monroe known to me to be the person whose name II 

subscnbed to the loregolng Instrument, and acknowledged to me that he execut the same for the purposes and consideration therein expressed 

Given under my hand and seal of office lh1s the d{a ~ay of _ J...!i.,..ai:..::.'6.-4r.c:.. __ _ 

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

••• • • • . . . 
••• . . 
• . . 
• 

. 
• • • . .. 

~~~Cl.ERi( 

BY..,.... ·~----'~='--'-----DEPVTY 



HIBTT " ' 

This Addendum is attached to and made a part of Oil and Gas Lease, dated April 
23, 2005 b and betv een DonaJd M. Monroe, Trustee of the Donald M. Monroe and 
Barbara C. Monroe Living Trust, individually and as Agent for the tale of Texas, as 
Lessor, and Petro-Ilunt L.L.C., as Lessee. 

AMENDED DELAYED RENTAL PROVISION 

As to any rentals that may be paid on or before the 111
, 2nc1 and 4th anniversary date, the 

total rental shall be payable rn the amount of $260.64, and except that rf delay rentals are paid on 
or before the 3n1 anniversary date, the total rental shall be payable rn the amount of $6,515.64 . 

•• ' ••• ••• .. 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 

• 

The above and foregoing is a full, true and correct photographic copy of the 
original record now in my lawful custody and possession, as the same is 
fifecl/recorcled tn the Records of my office. found 
inVOL_,PAGE __ . 

IJ
"'"Eo..-,. J- lherebycertifiedon __ 

;:: ~ LINDA McDONALD, COUNTY & DISTlllCT CLERK 
~ CULBERSON COUNTY, TEXAS 

BY DEPUTY 

• 
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Rellnqulshmenl Act Leu• Form 
Revlaed, Septomber 1997 
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Notico of Confidentiality Rights: If you are a natural person, you may remove or strike any of the fol/owing Information from 
this Ins trument before it is filed for record in tho pub/le records: your social security number or your driver's /lcense number. 

u%ti11, Z!Cexas 

OIL AND GAS LEASE 

THIS AGREEM NT Is made and entered into this 9th day of -6QnL __ _ ~ , between the Slate of Texas, acting 

by and through 1ls agent, Arthur) Bode. Jr • ind1v1dually or 364 Letrort Street. Laguna Beach. CA 92501 

(GiVe Permanent Address) 

said ogent herein referred to as the owner of the soil (whether one or more) , and Petro·Uunt L L c. 
or 1601 Elm. suite 3400. Dallas. TX .UC.:""'-''----------------------­

(G,ve Permanent Addreu) 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and in cons1derallon of Iha amounts stated below and of the covenants and agreements to be paid. kept and 
performad by Lessee under this lease. the State of Texas acting by and through the owner or Iha soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospectmg and dnlhng for and productng 011 and gas, laying pipe Imes, building tanks, stonng 011 and building power 
stations, telephone lines and other structures thereon, to produce, save take care of, treat and transport said products of the lease, the following lands 
situated In Culberson County, State of Texas, to-wit 

T&P RR Co Survey, Block 61 , Township 2, Section 10 The South half, or (347 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

containing ~l ~·P4~2-,~5 ___ _ acres, more or less The bonus consideration paid for this lease IS as follows 

To tho State of Texas Sue thousand five hundred fifteen nd 63/100 

Dollars (S~6,~5~l 5~.6""'3~-----~ 

To the owner of the soil Six thousand =fiv~e_h~u-n-d~red- fi~1fl_e_e-n_a-n-d_6_3-/1_00 ___________________ __ _ 

Dollars (SU1.5.il __) 

Total bonus consideration Thirteen thousand thirty-one ond 2611 
Dollars ($1 3 031 26 _J 

The total bonus cons1dernt1on paid represents a bonus of EJ.fiY.!.os1~n_o~/1_0~9'~1----------------------- --

------- ---------- Dollars($~----~ per acre, on =26-0~6-2-5 ____ net acres 

2. TERM. Subject to the other provisions 1n lhlS lease, this lease shall be for o term of Five (5) years from this dote (herein 
called "pnmary term") and as long thereafter as 011 and gas, or either of them, 1s produced In paying quanllt1es from said land As used 1n this lease, the 
term "produced m paying quantrtles· means that the receipts from the sale or other authonzed commerctal use of the substance(s) covered exceed out 
of pocket oparollonal axpenses for the six months lost past A · o c t 

Ir IT """"'-' T~ ~ Cll" T~ f9UfjJY CU;«, 
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3. DELAY RENTALS. If no well 1s commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 

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

at ADDRESS REFERENCED ON FIRST PAGE Of LEASE - OWNER OF THE SOIL 

or its successors (which shall continue as the depository regardless of changes In the ownership of said land), the amount specified below, 1n addition. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LANO OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a lfke sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the prrvilege of defemng the commencement of a well for 
one (1) year from said date Payments under this paragraph shell be in the following amounts 

To the owner or the soil One hundred thirty and 321100 

Dollars (S.J.;1,!.11..;""'----------------------------...J 

To the SIDie of Texas XJ.""--'""-".,..,.,..,;=......,._..........,"'-'-xx.----------------------

Total Delay Rental Two hyndred sixty and 64/100 
Dollars (S ... 26,..,,0..,64CI-______ __, 

In a like manner and upon like payments or tenders annually, the commencement or o well may be further deferred for successive periods of one (1) 
year each during the pnmary term All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying dote. If the bank designated in this paragraph (or rts successor bank) should 
cease to exist, suspend business, hqu1date, fall or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner or the soil shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYAL 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 this lease to the Commissioner of the General Land Office of the SIBie of Texas. at Austin, Texas, and one-half (112) of such royalty to the 

owner o f the soil 

(A) OIL Royalty payable on oil, which is defined as including all hydrocart>ons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate. and other liquid hydrocart>ons recovered from 011 or gas run through a separator or other equipment, as hereinafter provided, 
shall be 115 part of the gross production or the man<et value thereof, at the option of the owner of the soil or the Comm1ss1oner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respecttvely, or a like type and gravity in the general area where produced and when run , or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever 1s the greater Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, 1l will be run free of cost to the royalty owners through en adequate oil 
and gas separator of conventional type, or other equipment at least as efficient. so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equipment may be waived. in wnting, by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocart>ons and gaseous substances not 
defined as oil m subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocart>ons or other products) shall be 1/5 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Comm1Ss1oner of the General Land Office, such value to be based on the highest market pnce pa id or offered for 
gas of 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 measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute, 
and the standard base temperature shall be s1ldy (60) degrees Fahrenheit, correction lo be made for pressure according lo Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the !Jme of lesUng 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 115 part of the residue gas and the liquid hydrocart>ons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas oUnbutsble to gas produced from this lease, and on fifty percent (50°.4), or that percent accruing to Lessee, whichever is the 
greater, of the tolBI plant production of liquid hydrocarbons aunbutsble to the gas produced from this lease, provided that 1f liquid hydrocart>ons are 
recovered from gas processed in a plant In which Lessee (or its parent, subs1d1ary or affiliate) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified In processing agreements or contracts In 
the Industry), whichever is the greater The respective royalties on residue gas and on hqu1d hydrocarbons shall be determined by 1) the highest man<et 
price pad or offered for any gas (or liquid hydrocart>ons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever 1s the greater In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas. by fractionating, burning or any other processing shall be 115 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows 1) on the basis of the highest man<et pnce of each product for the same month In which such product IS 

produced, or 2) on the basis or the average gross sale price of each produd for the same month in which such products are produced, whichever Is the 

greater 

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



5. MINIMUM ROYAL TY. During any year after the exp1ratron of the pnmary term of this lease, 1f this lease 1s maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided. otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less lhe 
amount of royalties paid dunng lhe preceding year If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of thrs 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provision in this lease. at any lime or from time to t,me, the owner of the soil or the 
Commissioner of the General Land Office may, at the opllon of either, upon not less than suety (60) days notrce to the holder of the lease, requrre that the 
payment of any roya lties 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 nght to take ,ts royalty in krnd shall not d1m1msh or negate the owner of the soil's or the Commrssioner of the General Land Offrce's nghts 
or Lessee's obligations, whether express or 1mpl1ed, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathenng, stonng, separatrng, treating, dehydrating, compressing, processing, transporting, and otherwtse making the 011, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value received. including any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be poyable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant Notw1thstand1ng any other prov1s1on of this lease, and subject lo the wntten consent of 
the owner of the soil and the Comm1ss1oner of the General Land Office, Lessee may recycle gas for gas hft purposes on the leased premises or for 
Injection Into any 011 or gas producing formation underlying the leased premises after the hquld hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas untll 11 ,s produced end sold or used by Lessee 1n a manner which enlltles the royalty owners to a 

roya lty under this lease 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In kind shall be paid lo the Comm1ss1oner of the General Land Office at 

Austin, Texas, In the following manner 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on 011 
Is due and must be received in the General land Offrce on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other aulhonzed agent, completed In the form end manner prescnbed by the General Land Office 
and showing the gross amount and disposition of all 011 and gas produced and the market value of the 011 and gas, together with a copy of all documents, 
records or reports confirming the gross production. d1sposrtJon and market value 1nctud1ng gas meter readings, pipeline receipts , gas line receipts end 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which lhe General Land Office may require lo venfy the gross production, disposition and market value In all cases the aulhonty of a manager or agent 
to act for the Lessee herein must be filed rn the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by Iha assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5°.4 on the royalty or $25 00, whichever is 
greater A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever 1s greater In add1Uon 
to a penalty, royalties shall accrue interest al a rate or 12% per year; such Interest will begin to accrue when the royalty 1s sixty (60) days overdue 
Affidavits and supporting documents which are nol filed when due shall incur a penalty in an amount set by the General land Office adm1mstrallve rule 
which is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all respons1b1lrty for paying or causing 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shell in no way operate to prohibit the State's 
nght of forfeiture as provided by law nor act to postpone the dale on which royalties were onginally due The above penalty prov1s1ons shall not apply In 
cases or 11t1e dispute as to the Stole's portion of the royalty or to that portion or the royalty in dispute as lo fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumlSh the Comm1ss1oner of the General Land Office 
with its best possible estimate or oil and gas reserves underlyrng this lease or allocable lo this lease and shall furnish said Commissioner with copies of 
all contracts under which gas IS sold or processed and all subsequent agreements and amendments to such contracts wrth1n thirty (30) days after 
entenng Into or making such contracts, agreements or amendments Such contracts and agreements when recerved by the General Land Offrce shall be 
held In confidence by the General land Office unless otherwtse authonzed by Lessee All other contracts and records pertaining lo the production, 
tronsportallon, sale and marketing or the oil and gas produced on said premtSes, including the books and accounts, receipts and discharges of ell wells, 
tanks, pools, melers, and pipelines shall al all trmes be subject lo Inspection and exam1nat1on by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative or any of them 

(B) PERMITS, DRILLING RECORDS. Written nolrce of all operatlons on this lease shall be submitted to the Commrss1oner of the General 
Land Office by Lessee or operator frve (5) days before spud dale, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land Office shall Include copies or Railroad Comm1ss1on forms for apphcallon to dnll Copies of well tests, 
complellon reports and plugging1 reports shall be supplled to the General Land Office at the lime they are filed with the Texas Railroad Commission All 
apphcatlons, permits, reports or other filings thal reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "Slate• in the lltle. Add1ttonally, In accordance with Railroad Commission 
rules. any s1gnage on the leased premises for the purpose of idenltfylng wells, tank battenes or other assooated improvements to the land must also 
include the word ·state • Lessee shall supply the General land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
Information relatrve to lhe operation of the above-descnbed premises, which may be requested by lhe General Land Office, In addition lo those herein 
expressly provided for Lessee shall have an electncal and/or rad1oactrvrty survey made on the bore-hole sectJon, from the base of the surfoce casing to 
the total depth of well, of all wells dnlled on the above descnbed premises and shall transmit II true copy or the log of each survey on each well to the 
General Land Office wrthln fifteen (15) days after the making of s111d survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not filed rn the General Land Office when 
due The penalty for late filrng shall be set by the General land Office adm1nlstratrve rule which 1s effective on the date when the materials were due In 

the General land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnor lo discovery and 
production of oil or gas on said land, Lessee should dnll

0
1t " ryj 1 le or if?!reon, 1f dunng the pnmary term hereof and after the discovery and . . . . . . . . . . . . . . . . . . . . . 
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actual production of 011 or gas from the leased premises such production thereof should cease from any cause, this lease shall not tenrunate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessatJon of production Lessee commences additional dnlhng or 
reworking operations thereon. or pays or tenders the next annual delay rental in the same manner as provided m this lease If, during the last year of the 
pnmary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oll or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the exp1rat1on of the pnmary term, and 1f Lessee has not resumed 
production in paying quantities at the expiration of the pnmary term, Lessee may maintain this lease by conducting additional dnlllng or reworking 
operatJons pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessatJon of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shul-m oil or gas well within the pnmary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the exp1rahon of sixty (60) 
days from the date of completion of such shut-in 0 11 or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
expiration of the pnmary term or any time thereafter a shut-m 011 or gas well 1s located on the leased premises, payments may be made in accordance 

with the shut-in provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the expiration of the pnmary term, neither 011 nor gas 1s being 
produced on said land, but Lessee is then engaged m dnlling or reworking operations thereon, this lease shall remain m force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted m good faith and in workmanlike manner without Interruptions totaling more 
than sixty (60) days dunng any one such operation, and 1f they result 1n the production of oil and/or gas, so long thereafter as 011 andlor gas 1s produced 
m paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the exp1ral1on of the primary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences add1llonel dnlhng or reworking 
operations within srxty (60) days after such cessation, and this lease shall remain m full force end effect for so long es such operations continue ,n good 
faith and in workmanlike manner wrthoul interruptions totaling more than sixty (60) days If such drilling or reworking operations result m the production 
of 011 or gas, the lease shall remain In full force and effect for so long as oil or gas ls produced from the leased premises m paying quantities or payment 
of shut-m 011 or gas well royalties or payment of compensatory royalties 1s made as provided herein or as provided by law If the dnlhng or reworking 
operations result m the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional dnlling or reworking 
operations w1thm sixty (60) days after the completion of the well as a dry hole, and this lease shall remain m effect so long es Lessee continues dnlhng or 
reworking operations in good faith end In a workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall grve wntten notice 
to the General Land Office w,thm thirty (30) days of any cessation of producllon 

1o4. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having Junsdlction over the production of 011 and gas If, at any time after the expiration of the primary term of a lease that, untll being shut m, was being 
maintained m force and effect, a well capable of produe1ng oll or gas In paying quentrhes is located on the leased premises. but oil or gas is not being 
produced for lack of suitable production facihlles or lack of a suit.obis market, then Lessee may pay as a shut-In oil or gas royalty an amount equal lo 
double the annual rental provided m the lease, but not less than $1 ,200 a year for each well capable of produClng oil or gas m paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per ocre To be effective, each lnrtlal shut-in oil or gas royalty must be paid on or before (1) the exp1rel1on of the pnmary term, (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased premises, or (3) 60 days after Lessee completes a dnlhng or reworking operation In accordance 
with the lease provisions, whichever dale 1s latesL Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil If the shut-m 011 or gas royalty ls paid, the lease shall be considered to be a produe1ng lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term, or from the first day of the month following the month 1n which 
production ceased, and, after that, 1f no suitable production fae1hlles or suitable mar1<el for the oil or gas eX1sts, Lessee may extend the lease for four 
more successive periods of one (1) year by paymg the same amount each year on or before the exp1rat1on of each 1hut-m year 

15. COMPENSATORY ROY AL TIES. If, dunng the penod the lease 1s kept m effect by payment of the shut m 011 or gas royalty, oil or gas Is 
sold and delivered m paying quantities from a well located wrlhm one thousand (1 ,000) feet of the leased premises and completed in the same producmg 
reservoir, or in any case in which drainage is occurring, the nghl to continue to maintain the lease by paying the shut-m oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided m the lease of the mar1<el value of production from the well causmg 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1 /2) to the owner of the soil, beg1nn1ng on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed 1n the 
same produe1ng reservoir and located wrthin one thousand (1 ,000) feet of the leased premtses If the compensatory royalty paid In any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and interest m accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obllgatJon of reasonable development nor the obligation to dnll offset wells as provided In 
Texas Natural Resources Code 52 173, however, at the determination of the Commissioner, and wrth the Commissioner's wntten approval, the payment 
of compensatory royalties can satisfy the obhgat1on to dnll offset wells 

16. RET AJNED ACREAGE. Nolwtthstandmg any prov1s1on of this lease to the contrary, after a well produe1ng or capable of producing oll or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator 1n dnlhng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and m mar1<ellng the production thereon 

(A) VERTICAL In lhe event this lease is In force and effect two (2) years after the exp1rallon date of the pnmary or extended term rt shall then 
terminate as to all of the leased premises, EXCEPT (1 ) 40 acres surrounding each oil well capable of producmg in paying quanUUes and 320 aCfes 
surrounding each gas well capable of produe1ng m paying quantities (inciud1ng a shut-m 011 or gas well as provided m Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous dnlling or reworking operatJons, or (2) the number of aCfes lnciuded in a producmg pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number of aCfes as may then be allocated for production 
purposes to a proration unit for each such producmg well under the rules and regulations of the Railroad Comm1ss1on of Texas, or any successor 
agency, or other governmental authonty having 1unsdid1on If at any time after the effectrve date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells localed thereon are reclassified so that less aaeage 1s thereafter allocated to said well or wells for 
production purposes, lhlS lease shall thereupon terminate as lo all aCfeage not thereafter allocated to said well or wells for production purposes 
Nolwtlhstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nghl of ingress 
to and egress from the lands still subject lo this lease for ~ pu ses Ila m Pa graph 1 hereof, together wtth easements and nghts-of-way for . . . . . . . . . . . . . . . . . . . • • • 
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extsling roads, elOsling plpehnes end other extstlng feclhtles on. over end across ell the lends descnbed tn Paragraph 1 hereof ("the retained lands"), for 
access lo and from the rele1ned lands and for the galhenng or transportation or oil, gas and other minerals produced from the retained lands 

(8) HORIZONTAL In the event this lease ,sin force and effect two (2) years after the exp1rallon dale of the pnmary or extended term rt shall 
further terminate as to all depths below 100 feel below lhe total depth dnlled (hereinafter "deeper depths") tn each well localed on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after lhe pnmary or extended term Lessee pays an amount equal lo one-half (112) of the 
bonus onginelly paid as consideration for thts lease (as specified on page 1 hereof) If such amount ts paid, thts lease shall be 1n force and effect as lo 
such deeper depths, and said term1nallon shall be delayed for an add1l1onal penod of two (2) years and so long thereafter as oil or gas is produced ,n 
paying quanlllles from such deeper depths covered by lhts lease 

(C) IDENTIFICATION AND FILING. The surface acreage rele1ned hereunder as lo each well shall, as nearty as practical. be 1n the form or a 
square wrth the well located in the center thereof, or such other shape as may be approved by the CommtSsioner of the General Land Office Within 
thirty (30) days after partial term1nal1on of lhts lease as provided herein, Lessee shall execute and record a release or releases containing a sallsfaclory 
legal descnptlon or the acreage nd/or depths not retained hereunder The recorded release, or a certrfied copy or same, shall be filed in the General 
Lnnd Office, accompanied by the filing ree prescnbed by the General Land Office rules tn effect on the date lhe release IS filed If Lessee fails or refuses 
to execute end record such release or releases w1th1n ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wntten Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease Is located and in the offlClal records of the General Land Office and such 
deslgnallon shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be petd, under lh1s lease shall relieve Lessee of his obligation 
to prolect the oil and gas under the above-0escrlbed land from being drained Lessee, sublessee, receiver or other agent In control or the leased 
premises shall dnll as many wells as the facts may Justify and shall use appropriate means and dnll to o depth necessary lo prevent undue drainage of 
oil and gos from the leased premises In addition, ,r 011 and/or gas should be produced in commercial quantities within 1 ,000 feel of the leased premises, 
or in any case where the leased premises ,s being drained by production of oil or gas, the Lessee, sublessee. receiver or other agent in control of the 
leased premises shall in good forth begin the dnlllng of a well or wells upon the leased premises within 100 days ofter the dra1n1ng well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quant1t1es and shall prosecute such dnlhng wrth d1hgence 
Failure to sal1Sfy the statutory offset obhgatron may subject th1S lease and the owner or the soil's agency nghts to forfeiture Only upon the determination 
of the Commissioner of the General Land Office and with his wntten approval may the payment of compensatory royalty under apphcable statutory 
parameters sallsfy the obhgat1on lo dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort. Lessee IS prevented from complying with any express or 1mphed covenant of thrs lease, 
from conducting dnlhng operations on the leased prem1Ses. or from producing 011 or gas from the leased premises by reason of war. rebelhon. nots, 
stnkes, acts of God, or any vahd order, rule or regulation of government aulhonly, then while so prevented, Lessee's obhgatron to comply with such 
covenant shall be suspended and Lessee shall not be hable for damages for failure to comply wrth such covenants . addtllonally, this lease shall be 
extended while Lessee ,s prevented, by any such cause, from conducting dnlhng and reworking operations or from producing 011 or gas from the leased 
premises However, nothing in lhts paragraph shall suspend the payment of delay rentals m order to maintain thlS lease in effect dunng the pnmary term 
tn the absence of such dnlhng or reworking operations or production of oil or gas 

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undrv1ded surface estate in the above 
described land, whether or not Lessee's interest Is specified harem, then the royalties and rental herein provided lo be paid to the owner of the sotl shall 
be paid to him in lhe proportion which his rnteresl bears to the entire und1v1ded surface estate and the royalties and rental herein provided to be paid to 
the Comm1Ssioner of the General Land Office of the State of Texas shall be hkewise proportronately reduced However, before Lessee adjusts the 
royalty or rental due to the Comm1ss1oner of the General Land Office, Lessee or his authonzed representalJve must submit to the Commissioner of the 
General Land Office a wntten statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undrvrded 
interest not covered by a lease. less the proporllonote development and production cost allocable to such undrv1ded interest However, In no event shall 
the Comm1ss1oner of the General Land Office receive as a royally on the gross production allocable to the und1v1ded interest not leased an amount less 
thon the volue of one-sucleenlh (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portion of the land covered by lhrs lease 1s included within the boundanes 
of a pooled unrt that has been approved by the School Land Board and the owner of the soil m accordance wrth Natural Resources Code Sections 
52 151-52 154, or 1f, at any trne after the e,cp1rat1on of the pnmary term or the extended term, lhtS lease covers a lesser number of acres than the tole! 
amount described herein, payments that are mode on a per acre basis hereunder shall be reduced according lo the number of acres pooled, released, 
surrendered, or otherwise severed. so that payments determined on a per acre basis under the terms of this lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unit, or, ,f after the e,cp1relton of the pnmary term. the number of acres 

actually retained and covered by this lease 

21 . USE OF WATER. Lessee shall have the nghl to use water produced on satd 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 waler or water surtable for lrveslock or irrigation purposes 
for woterflood operations without the pnor consent of the owner of the sorl 

22. AUTHORIZED DAM AGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 

improvements, livestock and crops on sard land 

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

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than five hundred (500) feet lo any house or barn now on said premises wrlhoul 
the written consent of tho owner of the soil • • • • • •• . . . . . . . . . . . . . . . . . . . . . . . . . • 

. . 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, nvers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at rts disposal to 
recapture all escaped hydrocarbons or other pollutllnt and shall be responsible for all damage to public and pnvate properties Lessee shall build and 
malnlBin fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss. damage or injury, and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the dolling site of all rubblSh 
thereon Lessee shall, while conducting operaltons on the leased premises, keep said premises free of all rubbish , cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its ong1nal condition and contours as 1s practicable Tanks and 
equipment w,11 be kept painted and presenlBble 

26. REMOVAL OF EQUIPMENT. Subject to limllat1ons in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the nght to draw and remove casing, Within one hundred twenty (120) days after the exp1rat1on or the 
tennlnation of this lease unless the owner of the 1011 grants Lessee an extension of this 120-day penod However. Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities Additionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
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 llmely removed by Lessee under the tenns of this paragraph 

27. (A) ASSIGNMENTS. Under the condillons contained in this paragraph and Paragraph 29 of this lease, the nghts and estates of either 
party to this lease may be assigned. in whole or In part. and the prov1s1ons of this lease shall extend to and be binding upon their heirs. dev1sees, legal 
representatives, successors and assigns However, a change or d1v1s1on 1n ownership of the land, rentals, or royatlles Wiii not enlarge the obhgat,ons of 
Lessee, diminish the nght.s, pnv1leges and estates of Lessee, impair the effedJveness of any payment made by Lessee or 1mpa1r the effectrveness of any 
act perfonned by Lessee. And no change or d1V1s1on in ownership of the land, rentals, or royalltes shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, dev1sees, legal representatrves or assigns) furnishes the Lessee w,th satrsfactory wntlen ev1denoe of the change 
1n ownership, including the onginal recorded muniments of title (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligatrons under this lease. If this lease II assigned in rts entrrety as to only part of the acreage, the nght and oplton to pay rentals shall be apportJoned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rate rentals are tlmely paid or tendered, however, tf the assignor or asstgnee does not file a certrfied 
copy of such assignment m the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every ass19nee shall succeed to all rights and be subJect to all obligations, hab1lit1es, and penalties owed lo the State by the 
original lessee or any prior assignee of the lease, lncludmg any habihties to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1s1on in Paragraph 27(a), If the owner of the soil acquires thlS lease in whole or in 
part by assignment w,thout the prior wnlten approval of the Commissioner or the General Land Off tee, th IS lease ,s void es of the lime of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment Wiii be treated as 1f It were made to the owner of the so,I ,r the 
assignee is 

(1) a nominee of the owner of the soil, 
(2) a corpora11on or subsidiary In which the owner of the soil Is a pnncipal stockholder or IS an employee of such a corporation or subsidiary, 
(3) a partnership In wh ich the owner of the soll ts a partner or ts an employee of such• partnership, 
(4) a pnnclpal stockholder or employee of the corporation whtch 1s the owner of the soil, 
(5) a partner or employee in a partnership which IS the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not hmrted to a guardian, trustee, e,cecutor, administrator, receiver. or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the sotl or related to the owner of the sotl by marnage. blood, or adoption 

28. RELEASES. Under the condrtions contained in this paragraph and Paragraph 29, Lessee may at any lime e,cecute and deliver to the 
owner of the soil end place of record a release or releases covenng any portron or portions of the leased prem1Ses, and thereby surrender this lease as 
to such portJon or portrons. end be relieved of all subsequent obhgatlons as to acreage surrendered If any part of thlS lease 1s proper1y surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
1mmed1ately pnor to such surrender, however, such release Wiii not relieve Lessee of any hab1hties which may have accrued under thtS lease pnor to the 
surrender or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part or this lease 1s assigned or released. such assignment or release must be 
recorded in the county where the land IS srtualed, and the recorded Instrument, or a copy of the recorded instrument certified by the County Clerk or the 
county In whtch the Instrument ts recorded, must be filed ,n the General Land Office Within 90 days of the last execution date accompanied by the 
prescnbed filing fee If ony such assignment tS not so filed, the nghts acquired under this lease shall be subJed to forferture et the option of the 
Comm1ss1oner of the General Land Office 

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

31. FIDUCIARY DUTY. The owner of the sotl owes the State a ftduoary duty and must fully disclose any facts affedJng the State's interest in 
the leased premises When the interests or the owner of the soil confttd w,th those of the State. the owner or the soil ,s obligated to put the State's 
interests before hlS personal mterests 

32. FORFEITURE. If Lessee shall foll or refuse to make the payment of any sum wrth1n thirty days after it becomes due. or if Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or dnlling, or rf Lessee shall fail or refuse to dnll any 
offset well or wells 1n good faith as required by law and the rules and regulations adopted by the Comm1ss1oner of the General Land Off1C8, or 1f Lessee 
should fafl to file reports In the manner required by law or fail to comply With rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authonty acceu to the records pertaining to operations, or if Lessee or 
an outhonzed agent should knowmgly fall or refuse to give rre info fo J the pro r aulhonty, or knOW1ngly fail or refuse to furnish the General 

• • . • • . . . . . . •• • • . • • . 
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Land Office a correct log of ony well. or if Lessee shall knowingly violate al'\y of the material provisions of this lease, or 1f this lease Is assigned and the 
assignment ,s not filed In the General Land Office os required by law, the nghts acquired under this lease shall be subJect to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authonze a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Rehnqu,shment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any spec1al limitation anslng hereunder Forfertures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Comm1ss1oner of the General Land Office of M ure compliance With 
the provisions or the law and or this lease and the rules and regulations that may be adopted relallve hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the Stole shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease. Lessee grants the Slate, in addrtion to the hen provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
express contractual lien on and security Interest in all leased minerals In and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale or such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used In connection With the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or 1mphed This hen and secunty Interest may be foreclosed With or without court proceedings 1n 
the manner provided in the Tille 1, Chap 9 or the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby represents that there 
are no pnor or supenor hens ansing from and relating to Lessee's act,vit,es upon the above-descnbed property or from Lessee's acqu1sitJon or this lease 
Should the Commissioner el any time determine that this representation is not true. then the Commissioner may declore this lease forfeited es provided 
herein 

34. POOLING. Lessee 1s hereby granted the nght to pool or unitize the royalty interest or the owner of the 1011 under this lease With any other 
leasehold or mineral Interest for the exploration, development and production or oll or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151 -52 154 The owner of the soil agrees thot the inclusion of th11 provision 1n this lease satisfies the 
execution requirements stated 1n Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the Slate of Texas and the owner of the soil, their officers. employees. partners, 
agents . contractors. subcontractors, guests, lnvrtees, and their respectrve successors and assigns, of and from all and any actions and causes of action 
of every nature. or other harm, including environmental harm, for which recovery of damages Is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, Its officers. employees, and agents ansing out or. ineldental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions or this 
Agreement, or by any other negligent or stnctly lloble act or omission of Lessee Further, Lessee hereby agrees lo be hable for, exonerate, indemnify, 
defend and hold harmless the Stale of Texas and the owner of lhe soil. their officers. employees and agents. their successors or assigns, against any 
and all claims. llab1hties. losses. damages. actions, personal ln1ury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract. or stnct habihty, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws, those ansing 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises, those arising from Lessee's use of the 
surface of the leased premises, ond those thot may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors. officers. employees. partners. agents. contractors. subcontractors. guests. invitees, and their 
respective successors and assigns Each assignee of this Agreement. or an interest therein. agrees to be liable for. exonerate. indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents In lhe same manner provided above in connection With 
the activities of Lessee, Its officers. employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBL.IGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONOITTONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent cont.ommot,on or 
pollution of any environmental medium. Including soil. surface waters, groundwater. sediments. and surface or subsurfoce strata. ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollulanL or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing matenals, explosives, toxic mDtenals, or substances regulated as hazardous wastes, hazardous matenals, 
hOZDrdous substnnces (as the term "Hazardous Substance" 1s defined in the Comprehensive Environmental Response, Compensallon and Liability Act 
(CERCLA). 4 2 U S C Sections 9601, et seq.), or toXlc substances under any federal, stota, or locnl law or regulollon ("Hazardous Moterials"), except 
ordinory products commonly used In connection With 011 and gas exploration and development operations and stored in the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITTON SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITTES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITTON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABO UT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONT AMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL W RITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINI NG TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease 1s issued under the provisions of Texas Natural Resources Code 52 171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and If any prov1s1on 1n this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming le pr v1s1on • • • • • • . . . . . . . . . . . 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it IS filed of record 1n the county records and 
in the General Land Office of the Stale of Texas Once the filing roqu1rements found ,n Paragraph 39 of thtS lease have been saltsfled, the elfectNe date 
of thtS lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record 1n the office of the 
County Cieri< 1n any county in wtuch all or any part of the leased premises 1s located, and certified copies thereof must be filed in the General Land 
Offtee Th,s lease ,s not etfedJVe unhl a certified copy of thtS lease (which IS made and certified by the County Cieri« from h,s records) 1s filed in the 
General Land Office in accordance with Texas Natural Resources Code 52 183 Addttionally, th,s lease shall not be binding upon the St.ate unless ,t 
recites the adual and true consideration paid or promlSed for execution of th1S lease The bonus due the Stale and the prescnbed filing fee shall 
accompany such certified copy to the General Land Offtee 

T TEOFT 

STATE OF TEXAS 

COUNTY OF DALLAS 

PrTR0-1 IUNT L.LC 

By· 
lnd1v1duolly and a.~ agent for the State of Te,as 

TAX IDNO 
DArl 

(CORPORA TE ACKNOWLEDGMENn 

BEFORE ME, the undersigned authonty, on this day personally appeared '( uGE W . known to me to be the 

person whose name IS subscnbed to the foregoing instruments as (?l'-t 5. i clt. m of Petro-Hunt LL c and acknowledged to me that he 

executed the s me for the purposes and cons1delfJtttl e 1~ ,r.essed, in the capacrty stated, and as the ad and deed of said fiOr.p11G1li1tR 
~

'l~11 11111u 
' ,, Co ~ 

Given under my hand and seal of o{R~ts lhl! ·· ljay of '("'(\ , 2005 ""P..._" / · 

Notary Public In and for STATE of TEXAS 

~ ~ ~ I' (, ·. 'S, 

t ~:·{~~ ":\· \ 
§ en ,~ t f 

"' ::: % .r1-1 tE r-,( ·<°' ct, f 
i. 'I,,,'<. 00 
~ •.L . ') ~ 
~~.,., 06 f") A ,\; ... ~ 

,,,,, ,, £ ,,,,,,~ ,,,,,,,,,,. .... ,,,, 
STATE OF CALIFORNIA (INDIVIDUAL ACKNOWLEDGMENn 

COUNTY OF _....,0_( ...r..~""-(\._,+-;2---

BEFORE ME, the undersigned authority, on lhlS doy personally appeared Arthur J Bode. Jr. known to me to be the person whose name Is 

subscnbed to the foregoing instrument, and acknowledged to me that he executed the same for the purposes and cons1derallon therein expressed 

Given under my hand and seal of office this the 
I~ ••,,,~rev= }j 200Mwke<w-= 

Notary Public in and for STATE of CALIFORNIA 

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

• • . • • • • . . . 



HIBJT' 

This Addendum is attached to and made a part of Oil and Gas Lease, dated April 
9, 2005 by and between Arthur J. Bode, Jr. , indi idually and as Agent for the tate of 
Texas, as Lessor, and Petro-1 lunt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As to any rentals that may be paid on or before the 1•', 2nd and 4th anniversary date, the 
total rental shall be payable in the amount of $260.64, and except that if delay rentals are paid on 
or before the 3rd anniversary date, the total rental shall be payable m the amount of $6,515.64 . 

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



V) 

~ ct, 

~ c: 
0 
~ ... 
" ... ... 
"' p.. 

-0 µ_j 

ci ...!:! >-
ii: ... ... z " " ~ " ... 
"' >-u: Cl "° 

{'{) 

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

• •• • • • • • •• • • • • •• 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OFTEXAS 
COUNTY OF CULBERSON 

The above and foregoing is a lull. lrue and correct photographic copy of the 
original record now in my lawful custody and possession, as lhe same is 
liJed/recordea 111 the Records of my office, round 
inVOL_~PAGE __ _ 

DEPUTY 



G ,ar.11 t.Jlnd Office 
Rt llnqulahment Act LHH Form 
Revised, September 1997 

Notice o f Conndentiality Rights: If you are a natural person, you may remove or strike any of the following information from 
th is ins trument before it is nted for record in the public records: your social security number or your driver's license number. 

~ ustin, 'filexas 

OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered into this 27th ~ , between the State of Texas, acting 

by and through ,ts agent, _W""""""'h"'a..,.te_..v...,S.....,.B""a""rt"'on""'""'J"'"r.._. "'1n..,d""'rv.L>1d,.,,u""a.,,..lly.__ __ of 3 Turtle Cove Lane. Irmo. SC 29063 

(Give Perm111t1nt Address) 

said agent herein referred lo as the owner of the soil (whether one or more) , and 

of 1601 Elm. Suite 3'100. Dallas, TX 75201 
(Give PtnNnent Addreu) 

Petro-Hunt L L C 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and 1n consideration of the amounts stated below and of the covenants and agreements to be paid kept ond 
performed by Lessee under this lease, the State of Texas acting by and through the owner or the soil, hereby grants, leases and lets unto Lessee for 
the sole and only purpose of prospecting and dnlling for and producing 011 and gas, laying pipe Imes, building tanks, stonng oil and bu11d1ng power 
stations. telephone hnes and other structures thereon, to produce, save, lake care of, treat and transport said products of the lease. the followmg lands 
situated in Culberson County, State of Texas. to-wit 

T&P RR Co Survey, Block 61 , Township 2, SectJon 10 The South half, or (347 5 acres. more or less) 
Section 18 All, or (695 acres, more or less) 

containing .... J..,,.04w.a,2...,5.__ ___ acres. more or less The bonus constderat1on paid for this lease is as follows 

To the State ofTexas Two thousand six hundred s,x and 25/JOO 
Dollars ($2.606 25 ) 

To the owner of the soil Two thousand six hundred six end 25/100 
Dollars ($2.606 25 ) 

Total bonus cons1dernt1on F1Ve thousand two hundred twelve end 501100 
Dollars (SS 212 50 ) 

The total bonus consideration paid represents a bonus of 1.F.,,,1ftv:i...,a,.,,n,,,dun.,,,oc..l.,,.101<.lO .. 's"--- - ------------------------
Dollars (S,.50..,.00""-------'> per ecre. on .,_] P'1 .......... 2 .. s ____ net ecres 

2. TERM. Subject lo the other prov1s1ons 1n this lease, th1S lease shall be for a term of Five {Sl years from this date (herein 
called "pnmary term") and as long thereafter as 011 and gas, or either of them, is produced m paymg quantities from said land As used In this lease, the 
term "produced m paying quanlrt1es• means that the receipts from the sale or other authorized commercia l use of the substance(s) covered exceed out 
of pocket operational expenses for the six months last past .. . ... ... . IF IT • • • • • • • • • • . . . •• . . . . . • • • • • .. . . ... . . . • 



3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one ( 1) year from this date, this lease shall terminate, 

unless on or before such annrversary date Lessee shall pay or tender to the owner of the soil or to his credit in the _,_P.:::.a ..... v_,.D"'1re= ct1!.lv.__ _______ _ 

at---------------------------------------------------~ 

or its successors (whtch shall continue as the depository regardless of changes in the ownership of satd land), the amount specmed below, in addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS. e like sum on 
or before said date Payments under this paragraph shall operate es e rental end shall cover the privilege of defemng the commencement of a well for 
one (1) year from said date Payments under this paragraph shall be in the following amounts 

To the owner or the soil Fifty-two and 13/100 
Dollars (S...._..._1...__ ____________________________ _, 

To the State of Texas ._F"""1ftv.._·...,,two:.=.ca...,_nd.,_._1..,3/..._1,,._00-. _______________________ _ 
Dollars ..,._,5=-1 ....... _____________________________ __. 

Total Delay Rental One hundred four and 261100 

Dollars (S.,_104......._2 ... 6..._ ______ --J 

In a hke manner and upon like payments or tenders annually, the commencement of e well may be further deferred for successive penods of one ( 1) 
year each dunng the pnmary term All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee or any 
assignee of this lease, and may be delivered on or before the rental paying date If the bank designated in this paragraph (or its successor bank) should 
cease to extst, suspend business. hqutdate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held tn default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the sotl shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCT10N ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for in this lease to the Comm1Ss1oner of the General Land Office of the State of Texas, at Austin , Texas. and on&-half (112) of such royalty to the 
owner of the soil 

(A) OIL. Royalty payable on 011, which 1s defined as lndud1ng all hydrocarbons produced in a hqu1d form at the mouth of the well and also as 
all condensate, d1st1llate. and other hquld hydrocarbons recovered from 011 or gas run through a separator or other equipment, as hereinafter provided 
shall be 115 part of the gross production or the market value thereof, at the option of the owner of the sotl or the Comm1ss1oner of the General 
land Office. such value to be determined by 1) the highest posted pnce, plus premium, tf any, offered or paid for 011, condensate, dlStJllate, or other hquld 
hydrocarbons, 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 ls sold, used or processed in a plant, ti will be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other equipment at least as efflClent. so that all ltquld hydrocarbons recoverable from the gas by suoh means 
will be recovered The requirement that such gas be run through a separator or other equipment may be waived, 1n wntmg. by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (mcJud1ng flared gas). which 1s defined as all hydrocarbons and gaseous substances not 
defined as oll 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 exlract1on of gasoltne, ltquld hydrocarbons or other products) shall be 115 part of the gross production or the market value thereof. at the 
option or the owner of the sotl or lhe Comm1ss1oner of the General Land Office, such value to 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 1s the greater, 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute, 
and the standard base temperature shall be stxty (60) degrees Fahrenheit correctJon lo be mode for pressure according to Boyle's Law, and for speClflC 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the lime of testJng 

(C) PROCESSED GAS. Royalty on any gas proces!led In a gasoline plant or other plant for the recovery of gasoline or other hquld 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Comm1ss1oner of the General Land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attnbutable to gas produced from this lease, and on fifiy percent (50°Ai). or that percent accruing to Lessee, whichever 1s the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from thts lease, provided that if hquld 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 ltquld 
hydrocarbons shall be frfty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a prooesstng 
agreement negotiated at arm's length (or If there 1s no such thtrd party, the highest percent then being specified in processing agreements or contracts in 
the Industry), whichever ,s the greater The respective royalties on residue gas and on hqu1d hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or hquld hydrocarbons) of comparable quahty in the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling pnce for the resped ive grades of hquld hydrocarbons), whichever 1s the greater In no event. however shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hquld 
hydrocarbons) whether said gas be ·cas1nghead," ·dry," or any other gas, by fract1onatmg, burning or any other processing shall be 1/5 part of 
the gross production of such products, or the market value thereof at the option of the owner of the soil or the Comm1ss1oner of the General Land Office, 
such market value to be determined as follows 1) on the basts of the highest market pnce of each produd for the same month In which such product is 
produced, or 2) on the basts of the average gross sale pnce of each product for the same month in whtch such products are produced. whichever 1s the 
greater 

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



5. MINIMUM ROYAL TY. Ounng any year after the expiration or the pnmary term or this lease, 1r this lease 1s maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided, otherw1se, there shall be 
due and payable on or before the last day or the month succeeding the anniversary date or this lease a sum equal to the total onnusl renllll less the 
amount of royalties paid during the preceding year If Paragraph 3 or this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar (S 1 00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option or ellher, upon not less than sixty (60) days notice to the holder or the lease, require that the 
payment or any royalties accruing to such royalty owner under this lease be mode in kind The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty In kind shall not diminish or negate the owner of the soil's or the Commissioner or the General Land Office's nghts 
or Lessee's obligations, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be wrthout deduction for 
the cost or producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royallles on the gross value received, Including any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL ANO RECYCLED GAS. No royalty shall be payeble on any gas as may represent this lease's proportionate share or any fuel 
used to process gas produced hereunder In any processing plant Notw1lhstand1ng any other provision of this lease, and subJect to the wntten consent of 
the owner of the soil and the Commissioner or the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
Injection into any oil or gas producing formation underlying the leased premises after the hqu1d hydrocarbons contained In the gas have been removed, 
no royalties shall be payable on the recycled gas until It Is produced and sold or used by Lessee In a manner which entitles the royalty owners to a 
royalty under this lease 

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

Payment of royalty on production of oll and gas shall be as provided in the rules set forth in the Texas Register Ru les currently provide that royalty on oll 
IS due and must be received In the General Land Office on or before the 5th day or the second month succeeding the month of production, and royalty 
on gas 1s due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit or the owner, manager or other authonzed agent, completed in the form and manner prescnbed by the General Land Office 
end showing the gross amount and disposition or all oil and gas produced and the market value or the oll and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda or amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require lo venfy the gross production, disposition and market value In all cases the authonly or a manager or agent 
to eel for the Lenee herein must be filed In the General Land Office Each royalty payment shell be accompanied by a check stub, achedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5°A. on the roya lty or S25 00. whichever is 
greater A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% or the royalty due or $25 00 whichever is greater In addition 
to a penalty, royalties shall accrue Interest at a rate or 12% par year, such Interest will begin to accrue when the royalty is Sixty (60) days overdue 
Affidavits and supporting document.a which are not filed when duo shall Incur a penalty ,n an amount set by the General Lend Office adminlslratJve rule 
which is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paying or cauS1ng 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shall In no way operate to prohibit the Slate's 
right or forfeiture as provided by law nor act to postpone the date on which royalties were originally due The above penalty provisions shall not apply In 
cases of t1Ue dispute as lo the Slate's portion or the royalty or to that portion or the royalty in dispute as to fair market value 

10. (A) RESERVES, CONTRACTS ANO OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate or oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies or 
all contracts under which gas ls sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entenng into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise outhonzed by Lessee All other contracts ond records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on sold premises, Including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subjecl to Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of ony of them 

(B) PERMITS, DRILLING RECORDS. Wmlen notice of all operations on this lease shall be submitted to the Commissioner or the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land Office shall include copies of Railroad Commission forms for application to dnll Coples or well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are riled with the Texas Railroad Commission All 
spplicatlons, permits, reports or other fil ings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall Include the word "Stale" in the title Additionally, In accordance with Railroad Commission 
rules , any s1gnage on the leased premises for the purpose or ldenllfylng wells, tank battenes or other assOCtaled Improvements lo the land must also 
Include the word "Stale • Lessee shall supply the General Land Office with any records, memoranda, accounts, reports. cuttings and cores, or other 
ln formatlon relative to the operation of the above-descnbed premises, which may be requested by the General Land Office, In addition to those herein 
expressly provided for Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base or the surface casing to 
the total depth of well, or all wells dnlled on the above descnbed premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fineen (15) days after the making or said survey 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other matenals are not tiled in the General Land Office when 
due The penalty for late filing shall be set by the General Land Office administrative rule which 1s effective on the date when the matenals were due in 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the J>. 1mary term hereof and pnor to discovery and 
production or oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during th p mei). term· tfere t §nd a#!~ the discovery and . . . . . . . . :: : : . :. :. .·. . . . . 



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

• • •• •• • • • 
• • • • .. . 



aaual ptoduct,on of 011 or gas rrom the leased premises such production thereof should cease from any cause, this lease shall not terminate If on or 
before the expiration of suety (60) days from date of completion of said dry hole ot cessation of production Lessee commences addrt1onal dnlllng or 
reworking operaUons thereon, or pays or lenders the next annual delay rental in the same manner as provided In thlS lease If, dunng the last year of the 
pnmary term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, 
Lessee's nghts shall remain in full force and effect without further operalJons unlJI the exp1rat1on of the pnmary term. and If Lessee has not resumed 
production In paying quantities at the expiration or the pnmary term, Lessee may maintain this lease by conducting addrtlonal dnll1ng or reworking 
operations pursuant to Paragraph 13, using the exp1rat1on of the pnrnary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in 011 or gas well within the pomary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the dale of completion of such shut-in oil or gas well and upon the failure to make such payment, thlS lease shall ipso facto terminate If at the 
expirot1on of the pnmary term or any time thereafter a shut-In oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-In provisions hereof 

12. DRILLING ANO REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the exptrallon of the pnmary term, nerther 011 nor gas 1s being 
produced on said land, but Lessee is then engaged tn dnll1ng or reworking operations thereon, this lease shall rema in In force so long as operations on 
said well or for dnlhng or reworking of any add1t1onal wells are prosecuted in good faith and In rkmanhke manner without 1nterrupllons totaltng more 
than sixty (60) days dunng any one such operation, and 1f they result 1n the production of 011 and/or gas, so long thereafter as 011 and/or gas is produced 
In paying quanlJbes from said land, or payment of shut-in 011 or gas well royallJes or compensatory royalties Is made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the exp1rallon of the pnmary term, production of Oll or gas from the leased 
prem1Ses, after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences add11Jonal dnlhng or reworking 
operaltons within sixty (60) days after such cessalton, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and In workmanh e manner without interrupbons totahng more than socty (60) days If such dnlhng or reworking operattons result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas ls produced from the leased premises 1n paying quantrtJes or payment 
of shut-in oll or gas wen royaltles or payment of compensatory royalties ts made as provided herein or as provided by law If the dnlllng or reworking 
operal1ons result In the completion of a well as a dry hole, the lease will not terminate 1f the Lessee commences add11Jonal dnlllng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee conbnues dnlhng or 
reworking operations in good faith and in a workmanlike manner w,thout interruptions totahng more than sixty (60) days Lessee shall grve wntten notice 
to the General Land Office w1th1n thirty (30) days of any cessation of production 

14. SHUT-IN ROYAL TIES. For purposes or th1S paragraph, "Well" means any well that has been assigned a well number by the state agency 
having Jurisdiction over the production of oil and gas If, at any time after the expiration of the pnmary term of a lease that, until being shut in, was being 
maintained In force and effect. a well capable of producing 011 or gas In paying quant11Jes Is located on the leased prem1Ses, but oil or gas is not being 
produced for lack of suitable production fac1lrties or lack of a surtable market, then Lessee may pay as a shut-in 011 or gas roya lty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing 011 or gas in paying quantities If 
Paragraph 3 or this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effectwe, each Initial shut-in 011 or gas royalty must be paid on or before. (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlllng or reworking operation 1n accordance 
with the lease prov1s1ons. whichever dale Is latesL Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil If the shut-in 011 or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for o penod of one year from the end of the pnmary term, or from the first day of the month following the month tn which 
production ceased, and. after that. if no suitable production faclhlles or suitable market for the oil or gas eXlsts, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-tn year 

16. COMPENSATORY ROYAL TIES. If, dunng the penod the lease IS kept In effect by payment of the shut-m 011 or gas royalty, 011 or gas Is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased prem1Ses and completed 1n the same producing 
reservoir. or in any case in which drainage lS occumng, the nght to conllnue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effectrve for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises The compensatory 
royalty 1s to be paid monthly. on&-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following lhe month in which the 011 or gas is produced from the well causing the drainage or that IS completed in the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises If the compensatory royalty paid In any 12-month penod 
Is an amount less than the annual shut-in oil or gos royalty, Lessee shall pay an amount equal to the drfference within thirty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not timely paid Wiii accrue penalty and interest 1n accordance With Paragraph 9 of this 
lease None of these proV1sions will relieve Lessee of the obllgallon of reasonable development nor the obhgalJon to dnll offset wells as provided In 
Texas Natural Resoun:es Code 52 t 73, however, at the determination of the Commissioner, and with the Commissioner's wntten approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells 

16. RETAINED ACREAGE. Notwithstanding any provtston of this lease to the contrary, after a well producing or capable of producing 011 or 
gos hos been completed on the leased premises, Lessee shall exerose the diligence of a reasonably prudent operator 1n dnlhng such edd1llonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL. In the event th11 lease 1s m force and effect two (2) years after the expiration date of the pnmary or extended term it shall then 
lerminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in 011 or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee 1s then engaged In continuous dnlling or reworking operattons, or (2) the number of acres included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unlt for each such producing well under the rules and regulations of the Railroad Commission or Texas, or any successor 
agency, or other governmental authority having Jurisdiction If at any time after the effective date of the partial termination provisions hereof, the 
applicable lield rules are changed or the well or wells located thereon are reclass11ied so that less acreage 1s thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall ~evertheless continue to have the nght of Ingress 
to and egress from the lands still subject to this lease for all purposes descnbed in Paragraph 1 her r."ta,elher witZi9ea· ent ~gd nghts-of-way for 

··: . : . : : . ·.· ... ·.· :· :· .. 
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existing roads, ex1st1ng pipelines and other existing feetht1es on, over end across all the lands descnbed 1n Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lends and for the galhenng or transportation or oil, gas and other minerals produced from the retained lands 

(B) HORIZONTAL In the event this lease ,sin force and effect two (2) years after the exp1rat1on date of the pnmary or extended term 1t shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus onginally paid as consideration for this lease (as specified on page 1 hereof) If such amount 1s paid, this lease shall be 1n force and effect as to 
such deeper depths, end sold termination shall be delayed for an additional period of two (2) years and so long thereafter as 011 or gas 1s produced in 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder es to each well shall. as nearly es practical. be in the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General land Office. W rthln 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal descnptlon of the acreage and/or depths not retained hereunder The recorded release, or a certified copy of some, shall be filed in the Generel 
Land Office, eccompan ed by the filing fee prescnbed by the General Land Office rules in effect on the date the release is filed If Less.ea fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Offtee, then the 
Comm1ss1oner et his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense In the county or counties where the lease is located and In the official records or the General Land Office and such 
designa!Jon shall be b1nd1ng upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid. under this lease shall relteve Lessee of his obltgation 
to protect the oil and gas under the above-descnbed land from being drained Lessee, subtessee, receiver or other agent In control of the leased 
premises shall dnll es many wells 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, rf otl and/or gas should be produced In commercial quanllbes within 1,000 feet of the leased premises, 
or In any case where thb leased premises ls being drained by production of oil or gas. the Lessee. sublessee, receiver or other agent 1n control of the 
leased premises shall in good faith begin the dnlling of a well or wells upon the leased premises within 100 days after the dra1n1ng well or walls or the 
well or wells completed w ithin 1,000 feet of the leased premises start producmg in commeroal quantities end shall prosecute such dnllmg with dlhgence 
Failure to satisfy the statutory offset obllgalton may subJect this lease and the owner of the soirs agency nghts to forfeiture Only upon the determination 
of the Commissioner of the General Land Office and with his wnttan approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obhgallon to dnll an offset well or wells required under this paragraph 

18. FORCE MA.JEURE. If, after a good faith effort, Lessee is prevented from complying wrth any express or implied covenant of this lease, 
from conducting dnlling operations on the leased premtses, or from producmg 011 or gas from the leased premises by reason of war, rebellion, nots, 
stnkes, acts of God, or any valtd order, rule or regulation of government authonty, then while so prevented. Lessee's obhgalion to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, add11tonally, this lease shall be 
extended while Lessee ls prevented, by any such cause, from conducting dnlltng and reworking operations or from producing otl or gas from the leased 
premises However, nothing in this paragraph shall suspend the payment of delay rentals ,n order to maintain this lease in effect dunng the pnmary term 
In the absence of such dnlling or reworking operations or production of 011 or gas 

19. WARRANTY CLAUSE. The owner of the 1011 warrants and agrees to defend trtle lo the leased premise, If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner or the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises If Lessee makes payments on behalf of the owner of the 1011 under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
descnbed land, whether or not Lessee's Interest ,s specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his interest bears to the entJre undivided surface estate and the royalties and rental herein pro\ll(jed to be paid to 
the Commissioner of the General land Office of the State of Texas shall be l1kewtse proportlonately reduced However, before Lessee adJusts the 
royalty or rental due to the Commissioner of the General Land Office. Lessee or his outhonz.ed representa!Jve must submit to the Commissioner of the 
General Land Office a wntten statement which explains the discrepancy between the interest purportedly leased under th1S lease and the actual interest 
owned by the owner of the soil The Commtssloner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest However, in no event shall 
the Commissioner of the Gcnerel Land Office recerve os a royalty on the gross production allocable to the undrvlded interest not leased an amount less 
than lha value of one-sixteenth (1 /16) of such gross production 

(B) REDUCTION OF PAYMENT S. If, dunng the pnmary term, a portion of the land covered by this lease 1s included w ithin the boundanes 
of a pooled unit that hes been approved by the School Land Board and the owner of the sot! In accordance with Natural Resources Code Sections 
52 151 -52 154, or If, ot any Ume oiler the expiration of the primary term or the extended term, thlS lease covers a lesser number of acres than the total 
amount descnbed herein, payments that ore made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed. so that payments determined on a per acre basis under the terms of this lease dunng the pnmary term shall be 
calCtJlated based upon the number of acres outside the boundanes or a pooled unit, or, lf aner the expiration of the prvnary term, the number of acres 
actually retained and covered by th11 lease 

21. USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under this lease except water 
from walls or tanks of the owner of the soil, provided, however. Lessee shall not use potable water or water suitable for ltvestodc or 1mgal1on purposes 
for waterflood operations without the pnor consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the 1011 for damages caused by its operations to all personal property, 
Improvements, livestodc and crops on said land 

23. PIPELINE DEPTH. Whan requested by the owner of the sotl, Lessee shall bury ,ts p1peltnes below plow depth 

2,4. WELL LOCATION LIMIT. No well shall be dnlled nearer than five hundred (500) feet to house or barn now on said premises without 
the wri tten consent of the owner of the soil • • • • •: • • :- • • • · .. : : . : ·.· . . . ... . . . 
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25. POLLUTION. In developing thlS area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
limrting the foregoing, pollu11on of coastal wetlands natural waterways, nvers and impounded water shall be prevented by the use of containment 
facihlles sufficient to prevent spillage, seepage or ground water contam1nallon In the event of pollution, Lessee shall use all means at ita disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties Lessee shall build and 
maintain fences around rts slush, sump, and drainage prt.s and tank battenes so as to protect livestock against loss. damage or injury, and upon 
completton or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the dnlllng site of all rubbish 
thereon lessee shall, while conducting operations on the leased premises, keep said prem,ses tree of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near ftS ong1nal condrt1on and contours as 1s practicable Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hmrtaltons in thts paragraph, Lessee 1hall have the nght to remove machinery and fooures placed 
by Lessee on the leased premises, including the nght to draw and remove casing, Within one hundred twenty (120) days afler the exp1rat1on or the 
term1nat1on o f this lease unless the owner of the soil grants Lessee an extension of th11 120-day penod However, Lessee may not remove casing from 
any well capable of producing 011 and gas in paying quantities Addrllonally, Lessee may not draw and remove casing until after thirty (30) days written 
notice lo 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, 
li)dures, or casing which are not tunely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained 1n this paragraph and Paragraph 29 of this lease, the nghts and estates of either 
party to this lease may be assigned, in whole or In part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns However, a change or d1v1s1on In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, pnv1leges and estates of Lessee, impair the effectiveness of any payment made by Lessee or 1mpa1r the effectiveness of any 
act performed by Lessee And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose unlll thirty (30) days 
after the owner of the soil (or his heirs, dev1sees, legal representatives or assigns) furnishes the Lessee w ith sot1stactory wntten evidence of the change 
In ownership, including the onginal recorded muniments of trtlo (or a certified copy of such onglnol) when the ownership changed because o f a 
conveyance A total or partial assignment of this lease shall, lo the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease If this lease Is assigned in rts entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay has share of the rental shall not affect 
this lease on the part of the land upon which pro rats rentals are timely paid or tendered. however, if the assignor or assignee does not file a certified 
copy of such assignment 1n the General Land Office before the next rental paying dale, the entire lease shall terminate for failure lo pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to all obllgotJons, hab11itles, and penalties owed to the Slate by the 
onglnal lessee or any prior assignee of the lease, 1ndud1ng any liabtliUes to the State for unpaid royaltles 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1s1on 1n Paragraph 27(a), rf the owner of the sorl acquires this lease 1n whole or In 
part by assignment without the pnor wntten approval of the Commissioner of the General Land Office. this lease Is void as of the tme of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment Wiii be treated as rf rt were made lo the owner of the soil if the 

sslgnee ts 
(1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary ln which the owner ot the sorl ls a pnncipal stockholder or ls an employee of such a corporation or subsidiary, 
(3) a partnership In which the owner of the soil Is a partner or IS an employee of such a partnership, 
(4) a pnnclpal stockholder or employee of the corporation which 1s the owner of the soil, 
(5) a partner or employee 1n a partnership which ls the owner of the soil, 
(6) a fiduciary tor the owner of the soil, including bu1 not limited lo a guardian, trustee, executor, adm1mstrator, recerver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the soil or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the conditions contained in this paragraph end Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obhgalions as to acreage surrendered If any part of this lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender, however, such release Wiii not relieve Lessee of any llabllilles which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEA SES. If all or any part of this lease 1s assigned or released, such assignment or release must be 
recorded In the county where the land is situated, and the recorded Instrument, or a copy of the recorded instrument certrfied by the County Clerk of the 
county 1n which the instrument Is recorded, must be flied in the General Land Office Within 90 days of the last execution date accompanied by the 
prescnbed filing fee If any such assignment Is not so flied, the rights acquired under lh11 lease shall be subject to forfenure ot the oplton of the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescnbed land have been Included In this instrument, 
Including the statement of the true consideration to be paid for the executJon of thrs lease and the nghts and duties of the parties Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render th11 lease invalid 

31. FIDUCIARY DUTY. The owner of the soil owes the Stole a fiduciary duty and must fully disclose any facts affecting the State's interest in 
the leased premtses When the interests of the owner of the soil conflict wrth those of the State, the owner of the soil IS obligated to put the State's 
Interests before his personal Interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after rt becomes due, or rf Lessee or an 
outhonzed agent should knowingly make any false return or false report concerning production or dnlhng, or rf Lessee shall fail or refuse to dnll any 
offset well or wells 1n good faith as required by law and the rules and regulaUons adopt.ed by the Commissioner of the General Land Office, or If Lessee 
should tail to file reports in the manner required by law or fail to comply With rules end regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Comm1ss1on, or if Lessee should refuse the proper authonty access to the records pertaining to operations, or rf Leuee or 
an authonzed agent should knowingly fail or refuse to give corred lnfonnat1on to the proper authonty, r k n.wingly MJ•or"(' se "',11mlsh the General . . . . . . . ·::: . :. : . .. ·. . . . . . . 
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Land Office a correct log of any well. or If Lessee shall knaw1ngly violate any of the matenal prov1s1ons of this lease, or rf thrs lease Is assigned and the 
assignment is not filed 1n the General Land Office as required by law. the nghts acquired under this lease shall be subject to forfeiture by the 
Commissioner. and he shall forfeit same when sufficiently Informed of the facts which authonze a forfeiture. and when forfeited the area shall again be 
subject to lease under the terms of the RelinqutShment Act However, nothing herein shall be construed as wa1v1ng the automatic term1nallon of thts 
lease by operation of law or by reason of any special hmltallon ans1ng hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the nghts or another Intervene upon satisfactory evidence to the Commtssloner of the General Land Office of Mure compliance with 
the provisions or the law and or this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the Slate shall have a first hen upon all 011 and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the Stat.a, In addition to the hen provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien. an 
express contractual lien on and secunty interest in all leased minerals tn and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale or such leased minerals, whether such proceeds are held by Lessee or by a third party. and all fixtures on and improvements to the 
leased premises used 1n connection with the production or processing or such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason or Lessee's breach or 
any covenant or condrtlon of this lease, whether express or implied This lien and secunty Interest may be foreclosed with or without court proceedings In 
the manner provided In the Title 1, Chap 9 of the Texas Bustness and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acl<nowfedge, attach or perfect thlS lien Lessee hereby represents that there 
ere no prior or superior hens ensing from end releting to Lessee's actJvtlJes upon lhe above-descnbed property or from Lessee's acquisrtlOll or this lease 
Should the Commissioner at any time determine that this representation Is not true, then the Commissioner may declare this lease forferted as provided 
herein 

J.4. POOLING. Lessee is hereby granted the nghl to pool or unitize the royalty interest or the owner of the soil under this lease with any other 
leasehold or mineral Interest for the exploration. development and production of 011 or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner or the General Land Office for the pooling or unitlZlng of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The 01NT1er of the soil agrees that the 1nclus1on of this prov1s1on 1n this lease sat,sfles the 
execution requirements slated In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State or Texas and the owner of the soil. their officers. employees. partners. 
agents, contractors, subcontractors, guests. 1nvrtees. and their respectrve successors and assigns, of and from all and any actions and causes of action 
or every nature, or other harm. Including env1ronment11I harm. for which recovery of damages Is sought. 1ncludtng, but not llmrted to, all losses and 
expenses which are caused by the act1v1lles of Lessee, ,ts officers. employees, and agents anslng out or. Incidental to, or resultJng from. the operations 
of or for Lessee on the leased premtSes hereunder. or that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions or this 
Agreement, or by ony other negligent or strlctly liable act or omission of Lessee Further. Lessee hereby agrees to be liable ror, exonerate, Indemnity, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees ond agents. their successors or assigns, against any 
and all claims, liabilities, losses. damages. actions, personal injury (including death). costs and expenses, or other harm for which recovery of damages 
ls sought, under any theory lncludtng tort. contract. or slnct llab1lrty, 1nciud1ng attorneys' fees and other legal expenses. including those related to 
environmental hazards, on the leased premises or 1n any way related to Lessee's fatlure to comply with any and all environmental laws. those anstng 
from or tn any way related to Lessee's operations or any other of Lessee's activ1lies on the leased premises, those anSlng from Lessee's use of the 
surface of lhe leased prem1Ses. artd those that may anse out of or be occasioned by Lessee's breach of any or the terms or prov1s1ons of this Agreement 
or any other act or omisston of Lessee, Its directors, officers. employees, partners, agent.a. contractors, subcontractors. guesls, invitees, and their 
respective successors and assigns Each assignee of this Agreement. or an tnterest therein, agrees to be ltable for. exonerate. tndemnify, defend and 
hold harmless the State or Texas and the owner of the soil, their officers. employees, and agents 1n the same manner provided above tn connection with 
the actlVIIJes of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AN DIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAU BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contam1nall0n or 
pollulJon of any environmental medium. includtng soil. surface waters . groundwater, sediments. and surface or subsurface strata, ambient Sir or any 
other environmental medium 1n, on, or under. the leased premises. by any waste. pollutant. or contaminant Lessee shall not bnng or permrt to remain on 
the leased premtSes any asbestos containing matenals, explos,ves, toxic matenals, or substances regulated as hnzardous wastes. hazardous materials, 
hazardous substances (115 the term "Hazardous Substance· is defined In the Comprehensive Environmental Response, Compensation and Lrablllty Act 
(CERCLA). 42 U S C Sections 9601 , et seq ). or toxic substances under any federal, state. or local law or regulotlon ("Hazardous Materials"). except 
ordinary products commonly used In connection with 011 and gas exploration and development operations and stored 1n the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE AITORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION ANO DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERJALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease 1s issued under the provisions of Texas Natural Resources Code 52 171 through 52.190, commonly 
known as the Reltnquishment Act, and other apphcable statutes and amendments thereto, and rt any p tn th1 1 s~_d.oes noJ conform to these 
statutes. the statutes Wiii prevail over any nonconforming lease prov1s1ons : : : : : ; 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before 11 ts filed or record in the county records and 
in the General land Office or the State or TeXBs Once the filing requirements round In Paragraph 39 or thlS lease have been satisfied, the effectrve date 
or this lease shall be the dale round on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 or the Texas Business and Commerce Code. this lease must be filed or record in the office of the 
County Clerk In any county in which all or any part of the leased premises Is located, and certified copies thereof must be filed In the General Land 
Office This lease Is not effectrve until a certified copy or this lease (which 1s made and cerufied by the County Clerk from his records) Is filed 10 the 
General Land Office In accordance with Texas Natural Resources Code 52 183 Addtt1onally, this lease shall not be binding upon the State unless 1t 
recites the actual and true consideralton paid or pronmsed for e,ceculton of this lease The bonus due the State and the prescnbed filing fee shall 
accompany such certified copy to the General Land Office 

PETRO-IIUNT L.L.C 

d)u~_,_ 
By Bruce Huot Pr esi dent I 

Dote o:S'fe,/0
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~ 
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/.> I 

By·------------ }; 
lnd1v1duolly and as ngent for the Stote ofTc,os 
W hale . Bad on, Jr. 
TAX ID NO __________ _ TAX ID NO 

DATE DATE.-----------

T T EOFTE ' 

STATE OF TEXAS 

COUNTY OF DALLAS 

(CORPORA TE ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authonty, on this day personally oppi:ared ~ L0 · ~ known to me to be the 

person whose name Is subscnbed to the foregoing instruments as P ~ of Petro-Hunt L.L C and acknowledged to me that he 

STATE OF SOUTH CAROLINA 

e,cecuted lhe same for the purposes and consideration therein e,cpressed. 10 the capacity stated. and as the act and deed or said eo~e1at.01r 

Given under my hand and seal or o~~tt\l'i"IW~"11~1;l~ day or ""'"" . 2005 Co'f~ -,,~ ~, 'M . l ~ ,,,, 
~ \>-'' ...... , (' ,,,?. L 

f.:::,'-' .._ ... ~Ypv' ·~Q\ '7b ~ 
~ c., . o* "< · . .t.~ °'-- . ~ ~ : ~ ,. . ~ - . ("\ g 

\ ~. ~ ., ~ ~ Notary Public 1n and for STATE orTEXAS 
-:< • .,,. .,T" • ' 
\ · •• ~ OF ,t. .... . ·· I 

(INDIVIDUAL ACKNOWLEDGMENT) 

couNTY oR tc.h.. ~~ ' o··.f.\'P1RE~./ / 
~ ....... ~ 

-.I .. ·,?4 . 200 ~,, 
111111111111111111111' 

BEFORE ME, the undersigned authority, on th11 day personally appeared Whaley S Barton. Jr known to me to be the person whose name 

Is subscribed to the foregoing Instrument, and acknowledged to me that he executed the same for the purposes and consideration therein el(J)ressed 

Given under my hand and seal or office this the S" Jl'.-.day of M o...y . 2005 

~ &.(~ 
Notary Public 10 and for STATE of SOUTH CAROLINA 

A~ ... ... . 
•• . • • • . . • • . . • . . . . . • • •• • • • .. . . 
• • . .. • ... • • • 

:~:; j\ll_._.,._....a;.._-.,'"""-.._.._. ...... '-_ 

@ M£P~~1c4~ 



E IJIBIT 'A' 

This ddendum is atla hed to and made a part of ii and Gas Lease, dated April 
27, 2005 by and bet, een Whaley . Barton, Jr., indi vidually and as Agent for the tate of 
Texas, as Lessor, and Petro-1 lunt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As to any rentals that may be paid on or before the 111
, 2nd and 41

h anniversary date, the 
total rental shall be payable 1n the amount of $104.26, and except that 1f delay rentals are paid on 
or before the 3rt1 anniversary date, the total rental shall be payable in the amount of $2,606.26. 

•• • . . . . . . . . . ' . . . . ... . 
.. . .... . . . . " . : : . . 
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•@ 
Generel Land Office 
Reli nquishment Act Lease Form 
Revised, September 1997 

NoUce of Confidentiality Rights : If you are a natural person, you may remove or s trike any of the fo llowing informa tion from 
th is Instrument before it Is filed for rocord in the public records: y our social security number or your driver's llcenso number. 

~ u.sti n, 'filexa.s 
OIL AND GAS LEASE 

THIS AGREEMENT 1s made and enlered into this ___ZI'.:._ day of Apnl ~ . between the State of Texas, acting 

by and through ,ts agent, ...,.G"'e""'o"'rg..,.e:..:M.:.:....B""a"'rt""o""n .... ..,,su..r .... ""'"""d"'iv:..:;1d,.,u...,a""11 .... y __ of 162 Horseshoe Lpke Road Long Creek. sc 29658 

(Give Permanent Address) 

sa id agent herein referred to as the owner ol the soil (whether one or more) , and 

or 1601 Elm. Suite 3400. Dallas. TX 75201 
(Give Permanent Address) 

Petro-Hunt L L c 
hereinafter called Lessee 

1. GRANTING CLAUSE. For and In cons1derntion of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
the sole nd only purpose ol prospecting and dnlling for and producing 011 and gos, laying pipe lines, building tanks, stonng 011 and bu1ld1ng power 
stations, telephone Imes and other structures thereon, to produce. save, lake care of, lreat and transport said products of the lease, the follOWJng lands 
situated in Culberson County, State or Texas, to-wit 

T&P RR Co Survey, Block 61, Township 2, Section 10 The Sou1h half, or (347 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

containing _._1 ... 04"'--=2_,5.__ ___ acres, more or less The bonus consideration paid for this lease ,s as lollows 

To the State ofTexas Two thousand s,x hundred six and 25/100 
Dollars (S .. 2 • ..,.6..._06......_25,.__ ______ _, 

To the owner of the soil Two thousand six hundred six and 251100 
Dollars ($2.606 25 l 

Total bonus cons,derahon Five thousand two hundred twelve and 501100 
Dollars ($5.212 50 l 

The Iola I bonus consideration paid represents a bonus of ,_f,.,,1fty....,.p~n.,.d..:.n.,,,o::..ll.uOO""-''s.__ _________________________ _ 

----------------- Dollars (S .... 50......,.00...._ ____ _,l per acre. on _104_2_5~--- net acres 

2. TERM. SubJed to the other prov1stons ,n this lease, this lease shall be for e term of Five (5) years from this date (herein 
called "primary term") and as long thereafter as 011 and gas, or either or them, ,s produced 1n paying quant,ltes from said land As used ,n lh1s lease, the 
term "produced 1n paying quantities· me~ns that the receipts rrom the sole or other authorized commercial u orA~iffl vered excee-9 out 
of pocket operattonal expenses ror the SIX months last past • rr BEARS THI! .. 

ATIE!m .. . • @ . . • • . . . . • . . . 
•• • . • • • • • • • • • • . . ... • • • 



3. DELAY RENTALS. Ir no well 1s commenced on the leased premises on or before one (1) year from this date, th,s lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner or the soil or to his aedrt rn the _____________ _ 

at----------------------------------------------------
or its successors (which shall continue as the deposrtory regardless or changes ,n the ownership or sa,d land), the amount specified below; ,n add1llon. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a hke sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the pnv,lege or defemng the commencement of a well for 
one (1) year from sa1d date Payments under thlS paragraph shall be ,n the rollowmg amounts 

To the owner of the soil .._Fw1ftv.._.-"two~.,._a'-"nd""--'"J3..,/...,_1""00"-------------------------
Dollars ($...,........_ ___________________________ __, 

To the State or Texas ,._F.:..:;iftv,.._,-two.!:.><-"a'-"n""d'-1'""3"-/.u10..,0.._ ________________________ _ 

Dollars """5'"'2....,1"'------------------------------' 
Total Delay Rental One hundred four and 26/100 

Dollars (S..,_104~2...,6.__ ______ __, 

In a hke manner and upon like payments or tenders annually, the commencement or a well may be further deferred for successive penods of one ( 1) 
year each during the pnmary term All payments or tenders of rental to the owner of the soil may be made by checic or sight draft of Lessee, or any 
assignee or this lease, and may be delivered on or before the rental paying date If the bank designated m thlS paragraph (or rts successor bank) should 
cease to exist, suspend business, llquldate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held ,n default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the sotl shall deliver to Lessee a proper 
recordable instrument nammg another bank as agent to rece1Ve such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production or 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (112) or the royalty 
provided for in this lease to the Comm1ss10ner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of the soil 

(A) OIL. Royalty payable on 011, which 1s defined as mdud1ng all hydrocarbons produced in a liquid form at the mouth or the well and also as 
all condensate, d1st1llate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other equipment, as heremafter provided, 
shall be 1/5 part of the gross production or the market value thereof, at the option of the owner of the soil or the Comm1ss1oner of the General 
Land Office, such value to be determmed by 1) the highest posted pnce, plus premium, If any, offered or paid for 011, condensate, d1sllllate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever ts 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 011 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by suoh means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in wntmg, by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (Including ftared gas), which IS defined as all hydrocarbons and gaseous substances not 
defined as 011 in subparagraph (A) above, produced from any well on said land (except as provided herein with resped to gas processed m a plant for 
the extradion of gasoline, hquid hydrocarbons or other products) shall be 1/5 part of the gross produellon or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever ,s the greater; 
provided that the maX1mum pressure base m measunng the gas under this lease shall not at any tme exceed 1<1 65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correctton to be made for pressure accordmg to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the bme or tesbng 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market va lue thereof. at the opUon of the owner 
of the soil or the Commissioner or the General Land Office All roya lties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attnbulable to gas produced from this lease, and on fifty percent (50°A.), or that percent accrumg to Lessee, whichever Is the 
greater, of the tota l plant production of liquid hydrocarbons attnbutable to the gas produced from this lease, provided that if hquld hydrocarbons are 
recovered from gas processed in a plant m which Lessee (or ,ts parent, subsidiary or affiliate) owns an Interest, then the percentage applicable to ltquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party prooessmg gas through such plant under a processing 
agreement negotiated at arm's length (or if there Is no such third party, the highest percent then bemg specified In processing agreements or contracts In 
the industry), whichever Is the greater The respective royalhes on residue gas and on ltquld hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or hquld 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 selling pnce for the respective grades of liquid hydrocarbons), whichever IS the greater In no event, however, shall 
the royalties payable under th,s paragraph be less than the royaltles which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hquld 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas, by fract1onatmg, bummg or any other processmg shall be 1/5 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Comm1ss1oner of the General Land OfflCe, 
such market value to be determined as lollows 1) on the basis of the highest market price of each product for the same month m which such product is 
produced, or 2) on the basis of the average gross sale pnce of each product for the same month 1n which such products are produced, whichever ,s the 
greater 
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5. MINIMUM ROYAL TY. Dunng any year after the exp1rat1on of the pnmary term of this lease, 1f thts lease ts maintained by production. the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided, othel'Wlse, there shall be 
due and payable on or before the last day of the month succeeding the anniversary dale of thts lease a sum equal to the total annual rental less the 
amount or royalties paid dunng the preceding year If Paragraph 3 of th,s lease does not specafy a delay rental amount, then for the purposes of th,s 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYAL TY IN KIND. Nolwlthslanding any other provision in this lease, at any Ume or from lime to time, the owner of the soil or the 
Comm,ssloner of the General land Office may, al 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 accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Comm1SS10ner of the General 
land Offtee's nght to lake Its royalty m kmd shall not dlm1msh or negate the owner of the soil's or the Comm1Ss1oner of the General Land Office'~ nghts 
or Lessee's obhgat1ons, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under th,s lease (indudmg those paid In kind} shall be without deduction for 
the cost of producmg, gathenng, stonng, separating, treating, dehydrating, compresS1ng, processing, transporting, and otherwise making the 011, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalllas on the gross value received, 1ndud1ng 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 ,n any processing plant Notwrthstand,ng any other provision of thts lease. and subject to the wntten consent of 
the owner or the soil and the Commis51oner of the General land Office, Lessee may recycle gas for gas lrft purposes on the leased premises or for 
lnJeellon into any 011 or gas producmg formation underlying the leased premises after the hqutd hydrocarbons contained 1n the gas have been removed, 
no royalties shall be payable on the recycled gas unlll ,t Is produced and sold or used by Lessee 1n a manner which entitles the royalty owners to a 
royalty under this lease 

9. ROYALTY PAYMENTS ANO REPORTS. NI royalties not taken In kind shall be paid to the Comm1ss1oner of the General land Office at 
Ausun, Texas, m the followmg manner 

Payment of royalty on production of 011 and gas shall be as provided ,n the rules set forth in the Texas Register Rules currently provide that royalty on 011 
Is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of produellon, and royalty 
on gas Is due and must be received In the General land Office on or before the 15th day of the second month succeeding the month of production, 
accompamed by the affidavit of the owner, manager or other authonzed agent, completed In the form and manner prescnbed by the General land Office 
and showing the gross amount and dlspos1t1on of all 011 and gas produced and the market value of the 011 and gas, together With a copy of all documents, 
records or reports confirming the gross produd1on, d1spoS1tion and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks. or pools and gas Imes or gas storage, and any other reports or records 
which the General land Office may require to venfy the gross produc:tJon, d1SpoS1tion and market value In all cases the authonty of a manager or agent 
to ct for the Lessee herein must be filed in the Gener I lnnd Office Each royalty payment shell be accompomed by II check stub, achedule, summery 
or other remittance advice showing by the assigned General land Office lease number the amount of royalty bemg paid on each lease If lessee pays 
his royalty on or before thirty (30) days afler the royalty payment was due, then Lessee owes a penalty of 5°-'> on the royalty or $25 00, whichever 1s 
greater A royalty payment which ls over thirty (30) days late shall accrue a penalty of 10°-'> of the royalty due or S25 00 whichever Is greater In addition 
to o penalty, royolt1es shall accrue interest at a role of 12% per year; such interest will begin to accrue when the royalty Is sixty (60) days overdue 
Affidavits and supporting documents which re not filed when due shall incur a penalty In an amount set by the General Land Office odm,mstrauve rule 
which is effecirve on the date when the affidavits or supporting documents were due The Lessee shall bear all respons1b1lrty for paying or causmg 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the dote on which royalties were originally due The above penalty provisions shall noJ apply In 
cases or t1Ue dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1Ssioner of the General land Office 
with its best possible estimate of 011 and gas reserves underty,ng lhlS lease or allocable to this lease and shall fum1Sh so1d Commissioner with copies of 
all contracts under which gas ,s sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entenng Into or making such contracts, agreements or amendments Such contracts and agreements when recerved by the General Land OfflCe shall be 
held in confidence by the General land Office unless otherwise authonzed by Lessee All other contracts and records pertl11mng to the produellon, 
transportation, sale and marketing or the 011 and gas produced on said premises, including the books and accounts, receipts ond discharges of all wells, 
tanks, pools, meters, and p1pehnes shall at all limes be subject to mspectlon and examinauon by the Comm1ss1oner of the Genel'III Land Offl08, the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRIUING RECORDS. Wntten notice of all operations on th,s lease shall be submrtted to the CommlsStoner of the General 
land Office by Lessee or operator fNe (5) days before spud date, wot1(over, re-entry, temporary abandonment or plug and abandonment of al)y well or 
wells Such wntten nollce to the General land Office shall include copies of Railroad Comm,ss1on fonns for opphcallon to dnll Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Comm11S1on All 
apphcallons, permits, reports or other filings that reference th,s lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other govemmenlal agency shall include the word "State• 1n the tllle Addrt1onally, in accordance wrth Railroad Comm1SS1on 
rules, any s,gnage on the leased premises for the purpose of tdenllfymg wells, tank battenes or other assooaled mprovements to the land must also 
include the word "Stale • lessee shall supply the General land Office With any records, memoranda, accounts, reports, cuttings and cores, or other 
mformat1on relative to the operat,on of the above-descnbed premises. which may be requested by the General Land Offtce ,n odd11lon to those herein 
ex:pressly provided for Lessee shall have an electncal and/or rad1oac:tJvtty survey made on the bore-hole sec:tJon, from the base of the surface casing to 
the total depth of well, of all wells dnlled on the above descnbed prem,ses and shall transmit a true copy of the log of each survey on each well to the 
General land Office w1th1n fifteen (15) days after the makmg of said survey 

(C) PENAL TIES. Lessee shall incur e penalty whenever reports, documents or other materials are not filed In the General land Offtce when 
due The penalty for late fihng shall be set by the General Land Office admin,stnillve rule which IS effective on the date when the matenals were due in 
the General land Office 



actual production of 011 or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate If on or 
before the exp1rat1on of sixty (60) days from date of complelion of said dry hole or cessabon of production Lessee commences additional dnlling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided In this lease If, dunng the last yttar or the 
pnmary term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, 
Lessee's nghts shall remain in full force and effect without further operations unbl the expiration of the pnmary term, and 1f Lessee has not resumed 
production In paying quantities at the expiration of the pnmary term, Lessee may maintain this lease by conducting additional dnlling or reworking 
operations pursuant lo Paragraph 13, using the exp1rat1on of the pnmary term as the date of cessabon of 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 pnmary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date follow ing the expiration of sixty (60) 
days from the date of completion of such shut-in 011 or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
expiration of the pnmory term or any lime thereafter a shut-in 011 or gas well ts located on the leased premises, payments may be made ,n accordance 
with the shut-in provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term. neither 011 nor gas is being 
produced on said land, but Lessee is then engaged In dnlling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted In good farth and 1n workmanlike manner without interruptions totaling more 
than Sllcty (60) days dunng any one such operahon, and If they result in the production of oil and/or gas. so long thereafter as 011 and/or gas is produced 
in paying quantities from said land, or payment of shut-in 011 or gas well royalties or compensatory royalties is made as provided in this lease 

13. CESSATION, DRI LLING, AND REWORKING. If, after the exp1rat1on of the primary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate tf Lessee commences additional dnlllng or reworking 
operations within sixty (60) days a fter such cessation, and this lease shall remain In full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without 1nterrupt1ons totaling more than sixty (60) days If such dnlhng or reworking operations result 1n the production 
of oil or gas, the lease shall remain in full force and effect for so long as 011 or gas is produced from the leased premises 1n paying quanllties or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties ls made as provided herein or as provided by law If the drllllng or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional dnlling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues dnlling or 
reworking operations ,n good faith and in a workmanlike manner without Interruptions totaling more than sixty (60) days Lessee shall give wntt~n nolice 
lo the General Land Office within thirty (30) days of any cessation of production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of 011 and gas If, at any lime after the expiration of the pnmary term of a lease that, until being shut In, was being 
maintained in force and effect, a well capable of producing oil or gas In paying quanllties ,s located on the leased premises, but 011 or gas Is not being 
produced for lack of suitable production faetlrt1es or lack of a surtable market, then Lessee may pay as a shut-In 011 or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas In paying quantrtles If 
Paragraph 3 of this lease does not spec,ty a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each lnrtlal shut-in 011 or gas royalty must be paid on or before (1) the exp1rat1on of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlling or reworking operation in accordance 
w ith the lease provisions; whichever date Is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-In oil or gas royalty Is paid, the lease shall be considered to be a produetng lease and the payment shall 
extend the term of the lease for a penod of one year from the end of the pnmary term, or from the first day of the month following the month in which 
production ceased, and, a fter that, ,f no suitable production faetlilles or suitable market for the 011 or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

16. COMPENSATORY ROYAL TIES. If. dunng the penod the lease is kept In effect by payment of the shul-tn 011 or gas royalty, 011 or gas ,s 
sold and delivered in paying quanbtles from a well located w1th1n one thousand (1 ,000) feet of the leased premises and completed ,n the same producmg 
reservoir, or tn any case In which drainage 1s occumng, the right lo continue to maintain the lease by paymg the shut-In 011 or gas royalty shall ~ase, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage or which Is completed In the same producing reservoir end within one thousand ( 1,000) feet of the leased premises The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the 011 or gas ,s produced from the well causing the dramage or that ,s completed ,n the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises If the compensatory roya tty paid In any 12-month period 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not ltmely paid will accrue penalty and interest in accortJance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as pr~vlded 1n 
Texas Natural Resources Code 52 173, however, at the determinat10n of the Commissioner, and with the Comm1ss1oner's wntten approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produetng or capable of producing oll or 
gas has been completed on the leased premises, Lessee shall exeretse the diligence of a reasonably prudent operator In dnlhng such additional 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 this lease Is In force and effect two (2) years after the expiration date of the pnmary or extended term It shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing m paying quanttt,es (Including a shut-in oll or gas well as provided ,n Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous dnlling or reworking operations, or (2) the number of acres included in a produetng pooled unit 
pursuant to Texas Natural Resources Code 52 151-52.154, or (3) such greater or lesser number of acres as may then be allocated for producbon 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having Junsdlct,on If at any time after the effective date of the partial termination prov,s,ons hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage 1s thereaft r allocated to said well r wells for 
production purposes, thlS lease shall thereupon terminate as to all acreage not thereafter allocated to sa.!9 yt II or. ~ u 'o Jl~ se!. 'Jr\'\ 
Notwithstanding the termination of this lease as to a port.ran of the lands covered hereby, Lessee sh lne~tth\llas ha t of i {},) 
to and egress from the ~ands : Sitl~I su~ : to this lea; ~ / or all purposes descnbed in Paragraph 1 hit~~ l r s ap T~R9bta~-wa or 
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existing roads, ex1st1ng pipelines and other existing facilities on, over and aCToss all the lands descnbed m Paragraph 1 hereof ("the retained lands"}, for 
access to and from the retomed lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands 

(8) HORIZONTAL. In the event this lease is In force and effect two (2) years after the expiration date of the primary or extended term 1t shall 
further terminate as to all depths below 100 feet below the total depth drilled {hereinafter "deeper depths"} in each well located on acreage retained m 
Paragroph 16 (A) above, unless on or before two (2) years fter the primary or extended term Lessee pays an amount equal to one-half {1/2) of the 
bonus originally paid as conslderot1on for this lease (as specified on page 1 hereof} If such amount 1s paid, this lease shall be in foroe and effect as to 
such deeper depths, and soid termination shall be delayed for an add1tlonal period of two (2) years and so long thereafter as oil or gas 1s produced In 
paying quant11les from such deeper depths covered by this lease 

{C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be m the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Comm1ss1oner of the General Land Office Wrthin 
Jhlrty (30) days after partial term1nat1on of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder The recorded release, or a certified copy of same. shall be flied m the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules m effect on the date the release is filed If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the Generol Land Office, then the 
Commissioner at his sole discretion may designate by wntten Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense in the county or counties where the lease IS located and m the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the 011 and gas under the above-described land from being drained Lessee, sublessee, receiver or other agent In control of the leased 
premises shall drill as many wells as the facts may Justify and shall use appropnate means and dnll to a depth necessary to prevent undue drainage of 
011 and gas from the leased premises In addition, If oil and/or gas should be produced in commercial quanlllles within 1,000 feet of the leased prem15es, 
or in any case where the leased premises is being drained by production of 011 or gas, the Lessee, sublessee, receiver or other agent 1n control of the 
leased prem1Ses shall m good faith begin the dnlllng of a well or wells upon the leased premises within 100 days after the drolnlng well or wells or the 
well or wells completed within 1,000 feet of the leased premises start produetng ,n commercial quantities end shall prosecute such dnlhng with d1hgence 
Failure to satisfy the statutory offset obligation may subject this I ase and the owner of the soil's agency nghts to forferture Only upon the determination 
of the Commissioner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph 

18. FORCE MAJ EURE. If, after a good faith effort, Lessee is prevented from complying with any express or Implied covenant of this lease. 
from conducting dnlling operations on the leased premises, or from producmg oil or gas from the leased prem1Ses by reason of war, rebelhon, nots. 
strikes, acts of God, or any vahd order, rule or regulation of government authonty, then while so prevented, Lessee's obhgahon to comply With such 
covenant shall be suspended and Lessee shall not be llable for damages for failure to comply with such covenants, additionally, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting dnlhng and rewor1<1ng operations or from producing oil or gas from the leased 
premises However, nothing 1n thlS paragraph shall suspend the payment of delay rentals In order to maintain this lease In effect dunno the primary term 
In the absence of such dnlllng or rewor1<ing operatJons or productlon of oil or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants nd agrees to defend 11\le to the leased premises tf the owner of the soil defaults 
m payments owed on the leased premises. then Lessee may redeem the rights of the owner of the 1011 m the leased premises by paying any mortgage, 
taxes or other liens on the leased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entJre undivided surface estate in the above 
described land, whether or not Lessee's Interest 1s specified herein, then the royalties and rental herein provided to be paid to the owner of the SOii shall 
be paid to him m the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Comm1ss1oner of the General Land Office of the State of Texas shall be likewise proportionately reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office. Lessee or his authonzed representative must submit to the Comm1ss1oner of the 
General Land Office a wntten statement which explains the d1Screpancy between the Interest purportedly leased under thlS lease and the actual Interest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest However, 1n no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided Interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(8) REDUCTION OF PAYMENTS. If. dunng the pnmary term, a portion of the land covered by this lease 1s Included within the bqundones 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In accordance With Natural Resources Code Sections 
52 151·52 154, or 1f, at any time after the expiration of the primary tenn or the eX1ended tenn, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre bos11 under the terms of this lease during the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, 1f aner the expiration of the pnmary term, the number of acres 
adually retained and covered by this lease 

21. USE OF WATER. Lessee shall hove 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 waler or water surlable for livestock or 1mgatJon purposes 
for waterflood operatJons without the pnor consent of the owner of the 1011 

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

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its plpehnes below plow depth 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards lo prevent pollution Without 
hm1ting the foregoing , pollution of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of containment 
facilities sufficient lo prevent spillage, seepage or ground water contamination In the event of pollution. Lessee shall use all means al rts diaposal lo 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to pubhc and pnvate properties Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or Injury, and upon 
completion or abandonment or any well or wells, Lessee shall rm and level all slush pits and cellars and completely clean up the dnmng site or an rubbish 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises tree of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface or the land lo as near rts original cond1t1on and contours as 1s practicable Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject 10 hmitallons In this paragraph, Lessee shall have the nghl to remove machinery and fixtures placed 
by Lessee on the leased premises, lnciuding the nght to draw and remove casing, w1th1n one hundred twenty (120) days after the exp1rat1on or the 
termination or this lease unless the owner of the soil grants Lessee an extension of this 120-<lay penod However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quanutles Addrtlonally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil The owner or the soil shall become the owner of any machinery, 
fixtures , or casing which are nol llmely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph end Paragraph 29 of this lease. the nghts end estates of either 
party to this lease may be assigned, In whole or In pan, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors end asstgns However, a change or d1v1s1on in ownership of the land, rentals, or royallres Wlll not enlarge the obhgauons of 
lessee, diminish the nghts, pnvlleges and estates of lessee, impair the effectiveness of any payment made by Lessee or impair the effechveneas of any 
act performed by Lessee And no change or d1v1sion In ownership of the land, rentals, or royalties shell bind Lessee for any purpose until thirty (30) days 
after the owner or the soil (or his heirs, dev1sees, legal representatrves or assigns) furnishes the Lessee with satisfactory wntten evidence of the change 
in ownership, inciuding the ong1nal recorded muniments of trtle (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shell, to the extent or the interest assigned, relieve and discharge Lessee of all subsequent 
obhgaUons under thts lease If thlS lease is assigned in its entrrety as to only pan of the acreage, the nght and opuon to pay rentals shall be appon1oned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rats rentals are timely paid or tendered, however, rf the ass,gnor or assignee does not file a certrfied 
copy of such assignment 1n the General land Office before the next rental paying date, the entire lease shall terminate for failure to pay the enUre rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and bo subject lo all obligations, liabillt1es, and penalties owed lo the Staie by the 
ong,nal lessee or any pnor assignee of the lease, including any hab1hlles to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1s1on in Paragraph 27(a), 1f the owner of the sotl acquires thlS lease 1n whole or 1n 
part by assignment without the pnor wntten approval of the CommlSstoner of the General Land Office, this lease 1s void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment Wlll be treated as 1f ,t were made lo the owner of the 1011 if the 
assignee 1s 

(1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary In which the owner of the soil ls a pnncipal stod<holder or ls an employee of such a corporation or subsidiary, 
(3) a partnership In which the owner of the soil ls a partner or 1s an employee of such a pannersh1p 
(4) a pnnetpal slod<holder or employee of the corporation which 1s the owner of the soil. 
(5) a partner or employee In a partnership which Is the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not lm1ted to a guardian, trustee. executor. admin1slralor, recerver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the sotl or related to the owner of the soil by marriage, blood, or adoption 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any tme execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portrons, and be relieved of all subsequent obhgallons as to acreage surrendered If any part of th1S lease 1s property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately pnor to such surrender, however, such release Wlll not relieve Lessee of any l1ab1htles which may have accrued under this lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease IS assigned or released, such assignment or release must be 
recorded In the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county m which the instrument Is recorded, must be filed m the General Land Office within 90 days of the last execution data accompanied by the 
prescnbed fihng fee If any such assignment IS not so filed, the nghls acquired under thrs lease shall be subJed lo forfeiture at th option of the 
Commissioner of the General land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been lnciuded In this ln~trument, 
mcluding the statement of the true consideration to be paid for the execution of this leese and the nghts end 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 fiduciary duty and must fully d isclose any facts affecting the State's mterest 1n 
the leased premises When the interests of the owner of the soil conflict w ith those of the State, the owner of the soil IS obhgaled to put the Slate's 
interests before his personal mterests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum withm thirty days after 1t becomes due, or rf Lessee or an 
authonzed agent should knOW1ngly make any false return or false report concerning productron or dnll1n9, or 1f lessee shall fail or refuse to dnll any 
offset well or wells 1n good ra,lh as required by law and the rules and regulaUon1 adopted by the Comm1ss1oner of the neral Land Office, or tf Lessee ~ 
should fail to file reports in the manner required by law or fml to comply with rules and regulations promul a led b the Offit¥, l • r1' 
Land Board, or the Railroad Comm1ss1on, or rf Lessee should refuse the proper authority access to lhel'h~~;r-\;~a'iri~;Jtdrbt,wfl!Hlc!JrY~,'jf UU 
en authonzed agent shoulci.kn01N1ngly fall or refuse I ve correct information to the proper authonty, 6 - ~~Ul8..C..1Jh4~~ 
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land Office a correct log of any well, or 1f Lessee shall knowingly violate any or the matenal prov1s1ons of this lease, or 1f this lease Is assigned and the 
assignment 1s not filed in the General Land Office os required by low, the nghts acquired under this lease shall be subJect to forfeiture by the 
Commissioner, and he shall forfeit same when sufficumtly 1nfomied of the facts which authonze a forfeiture. and when forfeited the area shall again be 
subject to lease under the temis of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of ony specml ltmitotion anstng hereunder Forfeitures may be set aside and this lease and all nghls thereunder 
reinstated before the nghts of another intervene upon satisfactory evidence lo the Comm1ss1oner of the General land Office of future compll~nce with 
the provlSlons of the law and of this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the Slate shall have a first hen upon all oil and gas produced from the 
area covered by lh1s lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, lessee grants the Stale, in addition lo tha hen provided by TaXDs Natural Resources Code 52 136 and any other applicable statutory lien an 
express contractual hen on and secunty interest tn all leased minerals tn and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in conneClion with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to seaJre payment of ny damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condruon of this lease. whether express or mplted This lten and secunty interest may be foreclosed with or without court proceedings 1n 
the manner provided In the Tille 1, Chap 9 of the Texas Bustness and Commerce Code Lessee agrees that the Commissioner may require lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect thlS hen Lessee hereby represents that there 
are no pnor or supenor liens ansing from and relating to Lessee's actMlles upon the obove-<lescnbed property or from Lessee's acquis1llon of this lease 
Should the Comm1ss1oner at any tme determine that this representatJon ,s not true, then the Comm1Ss10ner may declare this lease forferted as provided 
herein 

J..4. POOLING. lessee Is hereby granted the nght to pool or unltLZe the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral Interest for the exploraUon, development and production of 011 or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooltng or umllzing of the interest of the State under thlS lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the 1011 agrees that the mdus1on of thlS proV1Sion tn this lease saUsfies the 
execution requirements slated in Texas Natural Resources Code 52 152 

35. INDEM NITY. Lessee hereby releases and discharges the Slate of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, Invitees, and their respective successors and assigns. of and from all and any actions and causes of action 
o f every nature, or other harm, 1nduding environmental harm. for which recovery of damages 11 sought, 1nclud1ng, but not hm1ted lo, all losses and 
expenses which are caused by the activities of lessee. ,ts officers. employees, and agents ansing out of. incidental to. or resulUng from. the operations 
of or for Lessee on the leased prem1Ses hereunder, or that may anse out of or be occaS1oned by Lessee's breach of any or the terms or prov1s1ons of this 
Agreement, or by any other negligent or strictly llable act or omission of lessee Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents. their successors or assigns, against any 
and all claims, liab1hties, losses, damages, actions, personal 1n1ury (1nclud1ng death). costs and expenses, or other harm for which recovery of damages 
IS sought. under any theory Including tort, contract, or strict liab1hty, including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased prem11es or In any way related to lessee's failure to comply with any and all environmental laws, those arising 
from or in any way rel led to Lessee's operations or any other of Lessee's act1v1ties on the leased premises, those ans,ng from Lessee's use of the 
surface of the leased premises, and those that may arise out of or be occasioned by Lessee's breach of any of the lenns or prov1S1ons of this Agreement 
or any other act or omission of Lessee. rts directors, officers, employees, partners, agents. contractors. subcontractors. guests, 1nV1tees. and their 
respectJve successors and assigns Each assignee of this Agreement, or an Interest therein, agrees to be liable for, exonerate, 1ndemnrfy, defend and 
hold hannless the State of Texas and the owner of the soil, their officers, employees, and agents tn the same manner provided above in connection with 
the act1v1tles of Lessee, 1\s offtcers, employees, and ogents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEM NIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENV IRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contam1nallon or 
pollution of any environmental medium. 1nciud1ng soil, surface waters. groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental m edium In, on, or under. the leased premises, by any waste, pollutant. or contaminant Lessee shall not bnng or pennrt to remain on 
the leased prem1Ses any asbestos conta ining materials, explosives, toxic materials, or substances regulated as hazaroous wastes, hazaroous matenals, 
hazardous substances (as the temi "Hazardous Substance· is defined in the Comprehens1Ve Environmental Response. Compensation and Uab,ltty Ad 
(CERCLA). 42 U S C Sections 9601 , et seq). or toxic substances under any federal, state, or local law or regulation ("Hazardous Materiols"), except 
ordinary products commonly used In connection with 011 and gas exploration and development operations and stored In the usual manner and quanllltes 
LESSEE'S VIOLAT ION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXA S AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CL AIMS, DAM AGES, JUDG MENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WlTH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHA LL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRON MENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS W HICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE L AW. This lease Is lssued under the provisions of Texas Natural Resources Code 5 171 1/l(<>ogh 52 190, opmmonly 
known as the Rehnqu1shment Act, and other apphcable statutes and amendments thereto, and if any pro auo thl J a:fo abcm to .1he 
statutes, the statutes will over OlilY nonconfo lease prov1srons ATTE /.. 

• • • • • • . . . . . .. .. . . . . . .. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before 11 Is filed of record In the county records and 
in the General Land Office of the State of Texns Once the filing requirements found In Paragraph 39 of this lease have been sotisfied, the effective dote 
of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record ,n the office of the 
County Cler1< In any county In which all or any part of the leased premises ls located, and certified copies thereof must be filed In the General Land 
Office This lease ,s not effective until a certified copy of this lease (which Is made and certified by the County Cieri< from his records) is filed in the 
General land Office In accordance with Texas Natural Resources Code 52 183 Addruonally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the Slate and the prescnbed filing fee shall 
accompany such certified copy to the General Land Office 

TATEOF'TE ' . -A-
By· ~ !/;/ />{)v{,b\ f; 1 
lnd(v,dunlly nnd ns agent for the tote ofTe,ns 

eorge M . Barton
1 

r
2 fA ID n I I 

DA TE S '- .) - 6> ,s; 

T TE OFT ' 

STATE OF TEXAS 

COUNTY OF DALLAS 

Pr rR.0-1 IUN r L L.C 

By· 

1 
ii/ , 
/,, , 

lnd1v1dunlly and ns agent for the State ol re,ns 

I A'< ID NO 
DATI-

(CORPORA TE ACKNOWLEDGMENT) 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on thts day personally appeared George M Baoon Sr known to me to be the person whose name 

Is subscnbed to the foregoing instrument, and acknowledged to me that he executed the same for the purposes and consideration therein expressed 

Grven under my hand and seal of office this the 2,...:3 r,->l day of ~ Y , 2005 

~,.,s:5?:?\~t 
PITIIEARS 
AnEST: 

•• • • •• . . . . . . 
• • • • • • • .. • . . . . . . 
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E IIJ BIT " " 

This Addendum is altachcd to and made a part of ii and Gas Lease, dated April 
27, 2005 by and bet\: een eorge M. Barton, r., indi iclually and as Agent for the Late 
of Texas, as Lessor, and Petro-I lunt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As to any rentals that may be paid on or before the 111
, 2nc1 and 4111 anniversary date, the 

total rental shall be payable in the amount of S104.26, and except that 1f delay rentals are paid on 
or before the 3n1 anniversary date, the total rental shall be payable in the amount of $2,606.26 . 

•• • • • . • • • .. • • • • • ••• • 
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G neral Land omce 
Rellnqulshment Act Lease Form 
Revised, September 1997 

Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the fo llowing lnfonnatlon from 
this instrument before It is filed for record in the pub/le records : your social security number or your driver's license number. 

~ustin, W:exas 
OIL AND GAS LEASE 

THIS AGREEMENT ls made and entered into this 19th ~ , between the Slate of Texas, actmg 

by and through ,ts agent, _Sz;a""m""""'"m .... y_.G,...u"'tl"'e,..rre ... z:., .... ln:..:.:de..:.iv.:..:1,._du"'a""ll,.._y __ or 2017 Gettsburg Place. Bedford. TX 76022 

(GiVe Pennanent Address) 

said agent herein referred to as the owner of the soil (whether one or more) , and 

or 1601 Elm. suite 3400, Dallas, TX 75201 
(GiVe Permanent Address) 

Petro-Hunt L LC 
hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration or the amounts slated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas actmg by and th rough the owner of the 1011, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlhng for and producing 011 and gas, laying pipe lines, bu1ld1ng tanks, stonng 011 and bu11d1ng power 
stntlons. telephone lines and other structures thereon. lo produce. save, lake care of. treat and transport said products of the lease, the following lands 
situated 1n Culberson County, Slate of Texas. to-wit 

T&P RR Co Survey, Block 61, Township 2. Section 10 The South half, or (347 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

containing .... ].,.,0'-'4""2,..,.5 ____ acres, more or less The bonus consideration paid for this lease is as follows . 

To the State ofTexas Eight hundred fourteen pnd 46/100 
Dollars (S><-81.L4:.o.,4::.,6.__ _ _ ____ __, 

To the owner or the SOii Eight hundred fourteen pnd 461100 
Dollars (S814 46 ) 

Total bonus consideration One thousand six hundred twenty-e19ht and 92/100 
Dollars (S . ..,1,..,.6=28..._.9 .... 2.._ _____ _ 

The total bonus consideration paid represents a bonus of ,._Fw1ftv.....,.a...,n ... d.J.Jn.,.o/ .... 1.,.0.,..0'.,.s _________________________ _ 

----------------- Dollars (Sx.;50...,,,a;OO,.__ ____ _,) per acre, on 32 578125 net acres 

2. TERM. Subject to the other provisions tn this lease, lh11 lease shall be for a term or Five {5) years from th11 date (herein 
cnlled •primary term") and as long thereafter as 011 and gas, or either of them, 1s produced in paying quantities from sa id land As used in this lease, the 
term "produced ,n paying quanlllies· means that the receipts from the sale or other aulhonzed commercial use of the subslance(s) covered exceed out 

of pocket operational expenses for the six months last past BEAR ~ u ~) 

• • • ... ... • .ATTEST /d/J2R_/Jl~f£/'k)/~ 
: : : 

0 0 ! ® UN'lA ®· COUNTY Cl.ERi( 
• • • • • • • • r,r TEXAS . ·.· .. ·.· : .. 

BY _DEPUTY 



J . DELAY RENTALS. If no well 1s commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 

unless on or before such annrversary date Lessee shall pay or tender to the owner of the soil or to his credrt in the. _____________ _ 

at-------- ------------ ---------------------------------

or Its successors (which shall continue as the deposrtory regardless of changes in the ownership of said land), the amount specified below, in add1t1on, 
Lessee shall pay or lender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS, a like sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the prrvilege of defemng the commencement of a well for 
one (1) year from said date Payments under thts paragraph shall be in the following amounts 

To the owner of the SOii .,.S'"'rxt,..e...,e ... n.._a ... n....,dL.11.29"'/..,,1.xOOx..._ _________________ _______ _ 

Dollars (S . ..._1.x.=2=-------------------------------' 
To the State of Texas ~S~•xtwe..i.e..unua=.:..n!:.!du2.,.9::..l1u001X-________________ ________ _ 

Dollars 1JLJ1"""-'2""'9'-------- -----------------------' 

Total Delay Rental Thirty-two and 56/100 

Dollars (S . .,.3 ... 2 • ...,.56..._ _______ __. 

In a hke manner end upon like 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 to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date If the bank deStgnated in this paragraph (or Its successor bank) should 
cease to exist, suspend business, liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable Instrument naming another benk as agent to receive such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon production of oll and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of the soil 

(A) OIL Royalty payable on oil, which is defined as induding all hydrocarbons produced in a hqu1d form at the mouth of the well and also as 
all condensate, distillate, and other hqu1d hydrocarbons recovered from 011 or gas run through a separator or other equipment, as heremefter provided, 
shall be 1/5 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted pr1ce, plus premium, 1f any, offered or paid for 011, condensate, dJSllllate, or other liquk:t 
hydrocarbons. respecllvely, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever 1s the greater Lessee agrees that before 
any gas produced from the leased prem1Ses is sold, used or processed In a plant, it wlll be run free of cost lo the royalty owners through an adequate oil 
and gas separator of convenltonal type, or other equipment at least as efficient, so that all hquld 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. In wn!lng. by the royalty owner! upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (Including Hared gas), which 1s defined as all hydrocarbons and gaseous substances not 
defined as oil \n subparagraph (A) ab~. produced from any well on said lend (except as provided herein wrth respect to gas processed In II plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Comm1ss1oner of the General Land Office, such value to be based on the highest market pnce paid or offered for 
gas o f 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 lease shall not at any time exceed 14 65 pounds per square inch absolute, 
and the standard base temperature shall be sncty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the llme of testing 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing lo Lessee, whichever Is the 
greater, of the total plant production of liquid hydrocarbons attnbulDble 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, subs1d1ary or affiliate) owns an interest, then the percentage applicable to hqu1d 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there 1s no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater The respective royalties on residue gas and on hqu1d hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever 1s the greater In no event, however. shall 
the royalties payable under thts paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "caslnghead," "dry," or any other gas, by fradlonatmg, burning or any other processing shall be 1/5 part of 
the gross production of such products, or the market value thereof, al the option of the owner of the soil or the Comm1ss1oner 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 in which such product is 
produced, or 2) on the basis of the average gross sale pnce of each product for the same month in which such products are produced, whichever ,s the 
greater 

. . . . . . .. . . . . . . . . . . . . . . . . . . .. 



5. MINIM UM ROYAL TY. Dunng any year after the expiration of the pnmary term or this lease, If this lease is mainta ined by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided, othel'Wlse, there shall be 
due and payable on or berore the last day or the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalUes paid dunng the preceding year If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of th11 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provt11on 1n this lease, at any lime or from bme to tune, the owner of the soil or the 
Commissioner of the General Land Office may, at the opUon or erther, upon not less than suety (60) days nobce to the holder or the lease, require that the 
payment or any royall.ias accruing to such royalty owner under thtS lease be made 1n lond The owner of the soil's or the CommtSSioner or the General 
Land Office's nght to take Its royalty In kmd shall not d1m1msh or negate the owner of the soil's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations, whether express or Implied, under this lease 

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

for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. Notwithstanding ony other provision of this lease, and subject to the wntten consent of 
the owner of the soil and the Commissioner or the General Land Office, Lessee may recycle gas for gas hf\ purposes on the leased premises or for 
injectlon Into any oil or gas producing formaUon underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas until rt is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 

royalty under this lease 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In kind shall be paid lo the Comm1SSloner of the General Land Office at 

Austin, Texas, In the followmg manner 

Payment of royalty on production of oil and gas shall be as provided 1n the rules s t forth In the Texas Register Rules OJrrently provide that royalty on 011 
Is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of produdlon, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of produdlon, 
accompanied by the affldavrt of the owner. manager or other authorized agent, completed In the form and manner prescnbed by the General Land Office 
and shOW1ng the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value Including gas meter readings. pipeline receipts, gas hne receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production, disposition and market value In all cases the authonty or a manager or agent 
to act for the Lessee herein must be filed In lhe General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a penalty of 5°.4 on the royalty or $25 00, whichever Is 
greater A royolty payment which ,s over thirty (30) days late shall accrue a penalty of 10°.4 of the royalty due or $25 00 whichever is greater In addition 
to a penalty, royalUes shall accrue Interest at a rate of 12% per year; such Interest W111 begin to accrue when the royalty is sixty (60) days overdue 
Affidavits and supporting documents which are nol filed when due shall incur a penalty m an amount set by the General Land Office adm1mstrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royaltles to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shall in no way operate to prohfbrt the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due The above penalty provlslon.s shall not apply 1n 
cases of lttle dispute as to the State's portion of the royalty or lo that portion of the royalty In dispute as lo fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1SS1oner of the General Land Office 
with its best poasible estimate of oil end gas reserves underlymg this lease or allocable to this lease and shall furnish said Commissioner wrth copies of 
ell contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless othel'Wlse authorized by Lessee All other contracts and records pertaining to the production, 
transportation, sale and marketlng or the oil and gas produced on said premises, Including the books and accounts, receipts and discharges or all welts, 
tanks, pools, meters. and pipelines shall et all limes be subject to inspection and eumlnallon by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill Copies of well tests, 
completion reports ond plugging reports shalt be supplied to the General Land Office al the lime they are tiled w,th the Texas Railroad Commission All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shalt include the word "Stale" 1n the title Additionally, in accordance with Railroad Commission 
rules, any slgnage on the leased prem1Ses for the purpose of identlfymg wells, tank bottenes or other associated mprovements to the land must also 
Include the word ·state.· Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
Information relatrve to the operation of the above~escnbed premises, which may be requested by the General Land Office, In addrtlon to those herein 
expressly provided for Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells dnlled on the above descnbed premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days aner the making or said survey 

(C) PENAL TIES. Lessee shall incttr o penalty whenever reports, documents or other malenals are not filed 1n the General Land Office when 
due The penalty for late filing shall be set by the General Lend Office administrative rule which Is effectJve on the date when the matenals were due In 

the General Land Office. 

11. DRY HOLE/CESSA TlON OF PRODWCTlOl'II .DU!ilNG PRl'-\ARY TERM. If, dunng the pnmary term hereof and prior to drscovery ond 
production of oil or gas on said land, Lesse • shoJ d 4'.lnll a i h or hol thereon, or If during the pnmary term hereof and after the discovery and .. . . . . . . 

• • • • • • • • . . . . . . .. 



LINO:~. D. COUNTY ClERK :r:~~TEXAS 
OEl'UTY 

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



actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate rf on or 
before the expiration of sixty (60) days from date of completion of smd dry hole or cessaUon of production Lessee commences addrt1onal dnlllng or 
reworking operallons thereon, or pays or tenders the ne>Ct annual delay rental in the same manner as provided in this lease If, dunng the last year of the 
pnmory term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations untJI the expiration of the pnmary term, and If Lessee has not resumed 
production in paying quantities at the expiration of the primary term. Lessee may maintain this lease by conducting additional drilhng or reworking 
operations pursuant to Paragraph 13, using the expirallon of the pnmary term as the date of cessation of 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 pnmary term hereof, Lessee may 
resume payment of the annual rental in the same manner os provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-m oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
expiration o f the primary term or any tme thereafter a shut-in oil or gas well IS localed on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiratJon of the pnmary term, neither 011 nor gas 1s being 
produced on said land, but Lessee Is then engaged In dnlllng or reworking operations thereon, this lease shall remain In force so long as operations on 
sold well or for dnlling or reworking of any additional wells ore prosecuted in good forth and 1n workmanlike manner without interruptions lotahng more 
than sixty (60) days dunng any one such operation, and 1f they result in the production of 011 and/or gas, so long thereafter as 011 and/or gas rs produced 
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royaltles is made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the pnmary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate rf Lessee commences addrtJonal dnlhng or reworking 
operations wrthm sixty (60) days after such cessation, end this lease shall remain In full force and effect for so long as such operations continue in good 
faith end In workmanhke manner without interruptions lotahng more thon sixty (60) days If such dnlllng or reworking operations result m the production 
of oil or gas, the lease shall remain In full force and effect for so long as oil or gas is produced from the leased premises In paying quantities or payment 
of shut-In oll or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law If the dnnlng or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate rf the Lessee commences addrtJonal drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and thts lease shall remain m effect so long as Lessee continues dnlhng or 
reworking operations In good faith and In a workmanlike manner Without Interruptions totaling more than sixty (60) days Lessee shall grve wntten notice 
to the General Land Office Within thirty (30) days of any cessation of production 

14. SHUT-IN ROYAL TIES. For purposes of lhlS paragraph, "Well. means any well that has been assigned a well number by the stale agency 
having Junsdlct1on over the production of oil and gas If, at any tme after the expiration of the pnmary term of a lease that, until betng shut m, was being 
maintained In force and effect, a well capable of producing 011 or gas m paying quantities Is localed on the leased premises, but 011 or gas IS not being 
produced for lack of suitable production fac,lrtles or lack of a surtable market, then Lessee may pay as a shut-in 011 or gas royalty an amount equal to 
double the annual rental provided 1n the lease, but not less than $1 ,200 a year for each well capable of produClng oil or gas In paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effectrve, each 1nrtlal shut-in oil or gas royalty must be paid on or before (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oll or gas from the leased premises, or (3) 60 days after Lessee completes a dnlllng or reworking operation 1n accordance 
with the lease provisions, whichever date 1s latest Such payment shall be made one-half (112) to the Comm1S11oner of the General Land Office and one­
half (112) to the owner of the soil If the shut-in oil or gos royalty Is paid, the lease shall be considered to be a produc,ng lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term, or from the fiBl day of the month following the month In which 
production ceased, end, after that, If no surtable production fac,lrtres or surtable market for the 011 or gas exists, Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYAL TIES. If, dunng lhe penod the lease 1s kept In effect by payment of the shul-m oil or gas royalty, 011 or gas is 
sold and delivered in paying quanlllles from a well localed within one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or In any case in which drainage ts occumng, the nghl to continue to maintain the lease by paying the shut-ln 011 or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and Within one thousand (1,000) feet of the leased premises The compensatory 
roya lty Is to be paid monthly, one-half (112) to the Commissioner o f the General Land Office and one-half (1/2) lo the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas is produced from the well cau11ng the drainage or that Is completed In the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises If the compensatory royalty paid In any 12-monlh period 
Is an amount less than the annual shut-In oll or gas royalty, Lessee shall pay an amount equal to the drfference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and interest In accordance W1lh Paragraph 9 of th11 
lease. None of these provisions Wlll relieve Lessee or the obligation of reasonable development nor the obligo!lon to dnll offset wells as provided in 
Texas Natural Resources Code 52 173, however, at the determination of the Commissioner, and with the CommlsS1oner's wntten approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any provf11on of this lease to the contrary, after a well produc,ng or capable of producing oil or 
gas has been completed on the leased premises. Lessee shall exerclSe the diligence of a reasonably prudent operator In dnlling such add11ionol well or 
wells as may be reasonably necessary for the proper development of the leased premises and m marketing the production thereon 

(A} VERTICAL. In the event this lease is in force end effect two (2) years after the expiration date of the pnmary or extended term It shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing m paying quantities and 320 acres 
surrounding each gas well capable of producing 1n paying quanlrties (Including a shut-In oil or gas well as provided m Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged m continuous dnlllng or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commlsslon of Texas, or any successor 
agency, or olher governmental authority having Jurisdiction If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so thal less acreage 1s thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of this lease H"' a ~ortlon.Q(Jh w,ds cov" red hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands st ill subject to tA1s lebt( for al~ rp s desC:1bed 1n Paragraph 1 hereof. together w,th easements end nghts-of-woy for .. . . . . . . . . . . . . . . . . . . . . . .. 
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existing roads, existing pipelines and other existing facilities on. over and across ali the lands descnbed in Paragraph 1 hereof ("the retained lands"), for 
occess to and from the retained lands and for the gathenng or transportation of oil, gas and other minerals produced from the retained lands 

(B) HORIZONTAL. In the event this lease 1s in force and effect two (2) years after the expiration dale of the pnmary or extended term rt shall 
further terminate as lo all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained In 
Paragraph 16 (A ) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof) If such amount Is paid, this lease shall be in force and effect as lo 
such deeper depths, and said termination shall be delayed tor an additional period of two (2) years and so long thereafter as 011 or gas is produced In 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as lo each well shall, as nearly as practical, be in the form of a 
square with the well localed 1n the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage end/or depths not retained hereunder The recorded release , or e cerllfled copy of aame, shall be filed In the Generel 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the dole the release Is filed If Lessee falls or refuses 
to execute and record such re leose or releases within ninety (90) days ofter being requested lo do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wntten Instrument lhe acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease 1s located and In the official records of the General Land Office and such 
deslgnotion shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or lo be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained Lessee, sublessee, receiver or other agent In control of the leased 
premises shall dnll as many wells as the facts may Justify and shall use appropriate means and dnll l o a depth neceuary lo prevent undue drainage of 
011 and gas from the leased premises In addition. if oil and/or gas should be produced In commercial quanllties within 1 ,000 feel of the leased premises, 
or in any case where the leased prem tSes 1s being drained by production of oil or gas, the Lessee, sublessee, rec:erver or other agent in control of the 
leased premises shall in good faith begin the dnlling of a well or wells upon the leased premises within 100 days after the dra1mng well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commerdal quentrties and shell prosecute such dnlhng with diligence 
Failure lo sallsfy the statutory offset obhgahon may subject thlS lease and the owner of the soil's agency nghts to forfeiture Only upon the determination 
of the Commissioner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort, Lessee Is prevented from complying with any express or implied covenant of this lease. 
from conducting dnlhng operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, nots, 
strikes, acts of God, or any valid order, rule or regulation of government authonty, then while so prevented, Lessee's obhgallon to comply with such 
covenant shall be suspended and Lessee shall not be llable for damages for failure to comply With such covenants , additionally, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting dnlllng and rewor1<1ng operaUons or from producing oil or gas from the leased 
premises However. nothing in this paragraph shall suspend the payment of delay rentals In order lo maintain this lease In effect dunng the pnmary term 
In the absence of such drilling or rewor1<mg operations or production of 011 or gas 

1 9 . WARRANTY CLAUSE. The owner of the soil warrants and ogrees lo defend title lo the leased premises If the owner of the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
descnbed land, whether or not Lessee's Interest Is apeClfied herein, then the royalUes and rental herein provided to be paid lo the owner or the soil shall 
be pa id to him In the proportion which his interest bears to the entire und1v1ded surface estate and the royalties and rental herein provided lo be paid to 
the Commissioner or the General Land Office or the Slate of Texas shall be likewise proportionately reduced However, before Lessee adjusts the 
royalty or rental due lo the Commissioner of the General Land Office, Lessee or his authorized representabve must submit lo the Commissioner of the 
General Land Office a wnllen statement which explains the discrepancy between the interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paid the value or the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and produc:bon cost allocable to such undMded interest However, In no event shall 
the Commissioner of the General umd Office receive as a royalty on the gross production ellocable lo the undivided interest not leased an amount less 
than the value of one-11xteenth (1/16) of such gross production 

(8) REDUCTION OF PAYMENTS. If, dunng the prmary term, a port,on of the land covered by this lease IS Included Within the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil m accordance with Natural Resources Code Sections 
52 151-52.154, or if, al ny t,me after the exp,rat,on of the pnmary term or the extended term, thts lease covers a lesser number of acres than the total 
omount descnbed herein. payments that are made on a per acre baSts hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, It after the expiration of the primary term. the number of acres 
actuo lly retained and covered by this lease 

21. USE OF WATER. Lessee shall have the right lo use water produced on said land necessary for operations under thts 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 lrveslock or irrigation purposes 
for waterflood operations wtthout the prior consent of the owner of the soil 

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

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

24. W ELL LOCATION LIMIT. No 
the wntten consent of the owner of the soil 

bed ~ . . . . . . . . . . . . . . . . . . . . . . . . 
r than f rve hundred (500) feet to any house or bam now on sa,d premises without . . 

• ... 
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26. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent polluUon Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rrvers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contaminatton In the event of pollubon, Lessee shall use all meana at Its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties Lessee shall build and 
maintain fences around Its slush, sump, and drainage pits and tank battenes so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment or ony well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the dnlling site or II rubbish 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completlon or operations shall restore the surface of the land to as near its original cond1tJon and contours as is practicable Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hmrtatlons in this paragraph, Lessee shell have the nght to remove machinery end fixtures pieced 
by Lessee on the leased premises, including the nght to draw and remove caS1ng, w1th1n one hundred twenty (120) days ofter the expiration or the 
termination of this lease unless the owner of the soil grants Lessee en extension of this 120-day penod However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quanbtles Addilionaily, Lessee may not drew and remove casing unbl after thirty (30) days wntten 
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 bmely removed by lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the cond1tlons contained In this paragraph and Paragraph 29 of thts lease, the nghts and estates of either 
party to this lease may be assigned, in whole or In part, and the provisions of this lease shall extend to and be binding upon their heirs, dev1sees, legal 
representatives, successors and assigns However, a change or division 1n ownership of the land, rentals, or royalties will not enlarge the obltgat1ons of 
Lessee, diminish lhe nghts, pnv1leges and estates of Lessee, mpair the effectiveness of any payment made by Lessee or impair the effedweness of any 
act performed by Lessee And no change or div1s1on in ownership of the land, rentals, or royalbes shall bind Lessee for any purpose untJI thirty (30) days 
after the owner of the soil {or his heirs, dev1sees, legal representatives or assigns) furnishes the Lessee with satisfactory wntten evidence of the change 
in ownership, including the original recorded munlments of btle {or a oertlfied copy of such original) when the ownership changed because of a 
conveyance A total or partial assignment of th11 lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease If this lease is assigned in Its entirety as to only part or the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and fallure by one or more of them to pay hts share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered. however, if the assignor or assignee does not file a certrfied 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghls and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any habihties to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwrthstand1ng any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office. this lease JS void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as If it were made to the owner of the soil if the 
assignee is 

(1) a nominee or the owner or the soll, 
(2) a corporation or subsidiary In which the owner of the soil ls a pnncipal stockholder or is an employee of such a corporation or subsidiary, 
(3) a partnership in which the owner of the soil IS a partner or Is an employee of such a partnership, 
(4) a principal stockholder or employee of the corporation which ls the owner of the soil, 
(5) a partner or employee in a partnership which Is the owner or the soil, 
(6) a fiduciary for the owner or the soil, including but nol llm1ted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the soil or related to the owner of the soil by mamage. blood. or adoption 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as 
to such portlon or portions, and be relieved or all subsequent obhgabons as lo acreage surrendered If any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender; however. such release will not relieve Lessee of any liabiht1es which may have accrued under this lease pnor to the 
surrender or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease ls assigned or released, such assignment or release must be 
recorded in the county where the land is situated, and the recorded instrument, or a copy or the recorded Instrument certified by the County Clerk of the 
county in which the Instrument is recorded, must be filed 1n the General Land Office w1th1n 90 days of the last execution date accompanied by the 
prescnbed filing fee If any such assignment Is not so filed, the nghts acquired under this lease shall be sub1ect to forfeiture at the opbon of the 
Commissioner or the General Land Office 

J O. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescnbed land have been Included in this Instrument, 
including the statement of the true consideration to be paid for the executJon or thtS lease and the nghts and duties of the parties Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in thtS lease render thts lease tnvoltd 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduc:lary duty and must fully disclose any facts affecbng the State'a interest in 
the leased premises When the Interests of the owner or the soil connict with those of the Slate, the owner or the soil is obligated to put the Slate's 
interests before his personal interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment or any sum within thirty days after It becomes due, or if Lessee or on 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fall or refuse to dnll 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 1f Lessee 
should fail to file reports in the manner required by law or fail to comply wtth rules and regulaltons promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if ~ sse shou1<1. f~se. the pro r authonty access to the records perta ining to operaUons, or If Lessee or 
en authorized agent should knowingly fail or 11fuse:to~ fve ~ cl . Mormab . to the proper authority, or knowingly fall or refuse to furnish the General . . . . . . . . . . . . . . . . ... 
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Land Office a correct log of any well, or If Lessee shall knowingly violate any of the material prov1s1ons of this lease, or if this lease is assigned and the 
assignment Is not filed in the General Land Office as required by law, the rights acquired under thlS lease shall be subject lo forfeiture by the 

• Commissioner, and he shall forfert aame when suff1C1ently informed of lh• facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special llmrtalion arising hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of Mure compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relalNe hereto 

33. LIEN. In accortlance with Texas Natural Resources Code 52.136, the State shall have a first hen upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums or money that may become due under this lease By acceptance of 
this lease, Lessee grants the Stats, In addition lo the lien provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
express contractual hen on and secunty interest in all leased minerals In end extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale or such leased minerals, whether such proceeds are held by Lessee or by a th1rtl party, and all fixtures on and 1mprovements to the 
leased premises used In connection with the production or processing of such leased minerals In ortler to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment or any damages or loss that Lessor may suffer by reason or Lessee's breach or 
any covenant or condltJon of this lease, whether express or Implied This hen and secunty interest may be foreclosed with or without court proceedings In 
the manner provided In the Tiiie 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and recortl such instruments as may be reasonably necessary to acknowledge, attach or perfect lh11 hen Lessee hereby represents that there 
are no pnor or superior Hens ansing from and relating to Lessee's actrv1ties upon the above-described property or from Lessee's acquisition of this lease 
Should the Commissioner at any lime determine that this representation II not true, then the Commissioner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee 1s hereby granted the nght to pool or unillz:e the royalty Interest of the owner of the soil under th11 lease with any other 
leasehold or mineral Interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Boartl and the Commissioner of the General land Office for the pooling or unitizing 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 inclusion of this provision In this lease satisfies the 
execution requirements slated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the Stale of Texas and the owner of the soil, their officers. employees, partners, 
agents, contractors, subcontractors, guests. invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages is sought, Including, but not hmlted to, all losses and 
expenses which ore caused by the activities of Lessee, Its officers, employees, and agents anslng out of, Incidental to, or resul!Jng from, the operations 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly llable act or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, indemnity, 
defend and hold harmless the Stale of Texas and the owner of the soll, their officers, employees and agents, their successors or assigns, against any 
and all claims, llabllrtles, losses, damages, actions, personal inJury (Including death), costs and expenses, or other harm for which recovery of damages 
Is sought, under any theory 1nciud1ng tort, contract, or slnct llab1hty, including attomeys' fees and other legal expenses, 1nclud1ng those related to 
environmental hazartls, on the leased prem11es or in any way related to Lessee's failure to comply with any and all environmental laws, those ans1ng 
from or in ony way related to lessee's opernt1ons or any other of Lessee'a activities on the leased premises, those ansing from Lessee's use of the 
surface of the leased prem11es, and those that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other od or omission of lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective successors and assigns Each assignee of thlS Agreement, or an Interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents In the same manner provided above in connection with 
the activ1Ues of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXClUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

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

37. APPLICABLE LAW. This lease 1s issued under the provisions of Texas Natural Resoun:es Code 52 171 through 52 190, commonly 
known as lhe Relinquishment Act. and other OP.R,llca~le slat~l~S ~~1 amend~ enls thereto, and rf any provision in th11 lease does not confom) to these 
statutes, the statutes will prevail over any non ,n1or,n1,-g lease,prov11lons • 

• • • • • • .. . . . . . . . . . . . . . . . . . . . . . 
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38. EXECUTION. This oil and gas lease must be signed end acknowledged by the Lessee before it Is flied of record in the county records end 
• In the General Land Office of the State of Texas Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective date 

of this lease shall be the dale found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Clerk In any county In Which ell or any pert of the leased premises Is located, end certified copies thereof must be filed In the General Lend 
Office This lease Is not effective until a certified copy of this lease (which Is made end cerltfied by the County Clerk from his records) is filed in the 
General Land Office In accordance w,th Texas Natuml Resources Code 52.183 Addttionally, this lease shall not be binding upon the State unless it 
recites the actual end true consideration paid or promised for execution of this lease The bonus due the Stale end the prescribed filing fee shell 
accompany such cerlrfied copy to the General Lend Office 

T .TE FTE 

T T E OFTEXA 

STATE OF TEXAS 

COUNTY OF DALLAS 

PETRO-~C 

ByBr~ent l,/~ 
Dote. OSjb~ _ uJi 1/lo 

By· 
Ind1v1dunlly and as agent for the tale of Texas 

TAX IDNO 
DATE 

(CORPORA TE ACKNOWLEDGMENT) 

BEFORE ME, the undersigned eulhonty, on this day pers 

person whose name 1s subscribed to the foregoing Instruments as end acknowledged to me that he 

executed the same for the purposes oi:i.g,..con!ill1era~~n therein expressed, 1n the capacity stated, and as the act end deed of said ;gi:pgl'llt1r;ii:i 
,,,,, t.... LF "' .~'.''''-Ht.. t I :\:,h C o,.,... 00... "''-' 

Given under my hand a-:,~ ~ahi(om~~O"~ '-\' - day of , 2005 I I · 
~'?° ~~PUe ,J.-

~ c.,. ,._'I" k <,, . "' p ~ .. 0 " •.. ~ 
s Cl') : 2: ~ : ft Notary Public In and for STATE of TEXAS 
I : /J "' : s 
,:: •• IP ~ : ::-1!, • I' <:, • ,., 
~ \ ..,.,.f: o"~ : i 

STATE OF TEXAS % .... £:'(p\\l.'c:.:~· ~ # (INDIVIDUAL ACKNOWLEDGMENT) 
~""'.,.,,,. '•. • . <::::,<:::, ~~~ 

COUNTY OF TARRANT ,,,/, 06. 2 4· '2: ,,,,, 
,),,'"'""'111rn''\'\''''\: 

BEFORE ME, the undersigned authority, on this day personally appeared Spmmv Gutierrez known lo me to be lhe person whose nsma Is 

subscribed to the foregoing Instrument, and acknowledged t? me that he execul$,l the same for the purposes end consideration therein expressed 

Given under my hand end seal of office this the 2, 7 day or H" l'Z..t '- . 2005 

STEVE GIDEON 
Notary Public .. . ... ... . STATE OF TEXAS • • • • . • . . . . . .• •• • • • • • • My Comm. Exp. 10-07-2006 

DE . . . . • . • . • . • •• 



EXHIBIT "A" 

This Addendum is attached to and made a part of Oil and Gas Lease, dated April 
19, 2005 by and between Sammy Gutierrez, individually and as Agent for the State of 
Texas, as Lessor, and Petro-Hunt L.L.C., as Lessee. 

AMENDED DELAYED RENTAL PROVISION 

As to any rentals that may be paid on or before the 1", 2"• and 4th anniversary date, the 
total rental shall be payable in the amount of $32.58, and except that if delay rentals are paid on 
or before the 3"' anniversary date, the total rental shall be payable in the amount of $814.46 . 

•• • ••• ••• . • • • • • • • • • • • • •• • • • • • • • • • • • • • • ••• .. • . ... 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and foregoing is a full. true and correct photographic copy or the 
original record now in my lawful custody and possession. as the same is 
filed/recorded in the Records of my office, found 
inVOL.___,PAGE __ _ 

lherebycertifiedon ______ _ 

LINDA McDONALD, COUNTY & DIST!l!CT CLERK 
CULBERSON COUNTY, TEXAS 

BY __________ DEPUTY 



(9. 
General Land Office 
R1llnqul1hmont Act Lease Form 
Revised, September 1997 

Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the fol/owfng information from 
• this Instrument before it Is filed for record in tho public rocords : your social security number or your driver's /fconso number. 

%! u.sti n, W:exa.s 
OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered into thlS --1l1h. dayof _._A~p~n~I ______ _ ,ZW between the State of Texas, acting 

by and through ,ts agent, ~P=•t=rl-cis~B-e=l~in=d .. iv=,d=u=a=lly~ _ _ of P .Q 6-ox 28 Truth .2! Conseauen<X!~M_lliQl 

(Give Pemu1nent Address) 

said agent herein referred to as the owner or the soil (whether one or more) • and 

or 1601 E!m. Suite 3400. Deltas. TX 75201 
(Give Permanent Address) 

Petro-Hunt L,L.C 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and in consideration of the omounts stated below and or the covenants and agreements to be paid, kept and 
performed by Lessee under thlS leose. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospecting and dnlhng for and producing 011 and gas, laying pipe hnes, bu1ld1ng tanks, stonng oil and bu1ld1ng power 
stations, telephone lines and other structures thereon, to produce, save, lake care of, treat and transport satd products of the lease, the following lands 
situated 1n Culberson County. State of Texas, to-wit 

T&P RR Co Survey, Block 61 , Township 2, Section 10 The South half, or (347 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

cont11ning ~1,~0:4~2~5~--- acres, more or less The bonus consideration paid for th1S lease is as follows· 

To the State of Texas Etahl hundred fourteen and 46/100 
Dollars (Slli '1.6_ 

To the owner or the soil Eight hundred fourteen and 46/100 
Dollors ($814 46 > 

Total bonus con11deratlon One thousand SIX hundred twenty-e,aht pnd 92/100 
Dollars (S...,1...,.6..._28....._92..._ ______ __, 

The total bonus consideration paid represents a bonus or ,._fj,.,.fty...._.a ... n.,.d'-'n .. o.._/1....,00....._.'1..._ _________________________ _ 

----------------- Dollars (Sxo501L.X'OO..__ ____ _,l per acre, on 32.578125 net acres 

2. TERM. SubJect to the other prov1s1on1 in this lease, th11 lease shall be for a term of Five (5) years from thlS date (herein 
called 'pnmary term') and as long thereafter as 011 and gas. or either of them, ,s produced 1n paying quant1t1es from satd land As used in thlS lease, the 
tenn •produced in paying quantrt,es· means that the receipts from the sale or other authonz.ed commercial use of the substance(sl covered exceed out 
of pocket operational expenses for the six months last past IF 
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3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from this date. this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to htS credit in the _____________ _ 

at - ----------------------------------------------------
or its successors (which shall continue as the deposrtory regardless of changes in the ownership of said land), the amount specified below: In addit ion. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS, a llk19 sum on 
or before said dale Payments under this paragraph shall operate as a rental and shall cover the pnv1lege of defemng the commencement of a well for 
one (1) year from said date Payments under thtS paragraph shall be in the following amounts 

To the owner of the soil ,.S"°1xt....,e..,e .... n'"'o"'n..,d.._2 .. 9,.,t...,_J"'"QQ"---------------------------
Dollars (S . ....,.,....,._ ___________________________ __J 

Dollars""'"'.......,"-"--------------------------------' 

Total Delay Rental Thirty-two and 58/100 
Dollars (S.-"'3 ... 2 • .zc58z.... _______ __, 

In a hke manner and upon like 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 to the owner of the 1011 may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date If the bank designated in this paragraph (or Its successor bank) should 
cease to exist, suspend business, hqutdate, fail or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held in default for fa ilure to make such payments or tenders of rental untJI thirty (30) days after the owner of the soil shall dehver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas. and one-half (112) of such royalty to the 

owner of the soil 

(A) OIL. Royalty payable on oil, which Is defined as including all hydrocarbons produced 1n a hqutd form at the mouth of the well and also as 
all condensate, d1st1llate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other equipment, os hereinafter prov1ded, 
shall be J/5 part of the gross production or the market value thereof, at the option of the owner of the soil or the Comm1sa1oner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premium. tf any, offered or paid for oil, condensate, distillate. or other liquid 
hydrocarbons, respectJvely, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid 1n 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 ,n a plant, ,t will be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other equipment at least as effiClent, 10 that all hquld hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gos be run through a separator or other equipment moy be waived, in wnting, by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas). which ts defined as all hydrocarbons and gaseous substances not 
defined es oil in subparagraph (A) above, produced from any well on sold land (except as provided herein With respect to gas processed in ~ plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 115 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market pnce po1d or offered for 
gas of comparable quahty 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 gos under this lease shall not at any lime exceed 14 65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boyle's Law, and for specific 
gravity sccordlng to tests made by the Balance Method or by the most approved method of tes!tng being used by the industry at the !tme of testJng 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the l1qu1d hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office All roya lties due herein 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°.4) or that percent accruing to Lessee. whichever is the 
greater, of the touil plant production of liquid hydrocarbons attnbutable to the gas produced from this lease, provided that if liquid hydrocarbons ore 
recovered from gas processed in a plant m 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 hlghest percent accruing to a third party processing gas through such plant under a processlng 
agreement negotiated at arm's length (or if there 1s no such third party, the highest percent then being specified in processing agreements or contracts in 
the Industry), whichever is the greater The respective royalties on restdue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or hquld hydrocarbons) of comparable quahty 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 respective grades of liquid hydrocarbons), whichever is the greater In no event. however, shall 
the royallres payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be •caslngheed." "dry," or any other gas, by fract1ona1Jng, burning or any other processing shall be 115 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Comm1ss1oner of the General Land Office, 
such market value to be determined as follows 1) on the basis of the htghest market pnce of each product for the same month in which such produd 1s 
produced, or 2) on the basis of the average gross sale pnce of each product for the same month 1n which such products are produced, whichever 1s the 

greater 

A ct:RTIAED COPY ,/ 
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5. MINIMUM ROYAL TY. Dunng any year after the expiration of the pnmary term of lhlS lease, 1f thrs lease Is maintained by production, the 
royalties paid under this lease 1n no event shall be less than an amount equal lo the total annual delay rental herein provided, olherw,se, there shall be 
due and payable on or before the last day of the month succeeding the annivorsary date of this leaso a sum equal lo the total annual rental less the 
amount of royalties paid dunng the preceding year If Paragraph 3 of thts lease does not specify a delay rental amount, then for the purposes of thlS 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYAL TY IN KIND. Notw1thstand1ng any other prov1S1on in this lease, at any time or from time to tme, the owner of the 1011 or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing lo such royalty owner under thlS lease be m de in kind The owner of the sod's or the Comm1SS1oner of the General 
Land Office's nght to take its royalty in kind shall not diminish or negate the owner of the soil's or the Comm1Ss1oner of the General U1nd Office's nghts 
or Lessee's obhgallons, whether express or mpl1ed, under thtS lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathenng, stonng, separating, treating, dehydrating, compressing, processing, transporting, and otherw,se making the 011, gas and 
other products hereunder ready for sale or use Lessee agrees lo compute and pay royalties on the gross value received, mdudmg 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 1n any processing plant Notwlthstandlng any other provision of this lease, and subJect to the wntten consent of 
the owner of the sod and the Comm1ss1oner of the General Land Office, Lessee may recycle gas for gas hft purposes on Iha leased premises or for 
lnJectJon Into any 011 or gas producing formatJon underlying the leased premtSes after the liquid hydrocarbons contained In the gas have been removed 
no royalties shall be payable on the recycled gos unlil It is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under lhtS lease 

9. ROYALTY PAYMENTS AND REPORTS. All royaltJes not I ken In kind shall be p11d to the Commissioner of the General Land Office al 
Austin, Texas, in the following manner 

Payment of royalty on production of 011 and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on 011 
Is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas 1s due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit or the owner, manager or other authonzed agent, completed In the form and manner prescnbed by the General Land Office 
and showing the gross mount and d1sposrt1on of all 011 and gas produced and the mar1<el value of the 011 and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and mar1<et value 1nclud1ng gas meter readings, pipeline receipts, gas hne receipts 1nd 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas Imes or gos storage, and any other reports or records 
which the General Land Office may require to venfy the gross production, d1Spos1tlon and market value In all cases the authonty of a manager or agent 
to ct for the Lessee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check stub, achedule, summary 
or other remittance advtee showing by the assigned General Land Office lease number the amount of royalty being paid on eoch lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was duo, then Lessee owes a penalty of 5°1. on the royalty or $25 00 whichever 1s 
greater A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever is greater In add1l1on 
too penalty, royalties shall accrue interest at a rate of 12% per year, such Interest Wiii begin to accrue when the royalty 11 sixty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall incur a penalty In en amount set by the Generol Land Office admin1slrallve rule 
which 1s effectJve on the date when the affidavits or supporting documents were due The Lessee shall bear all responslbllrty for paying or causing 
royalties to be paid as prescribed by the due date provided herein Payment of the delinquency penalty shall in no way operate to prohibit the Slate's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were onglnally due Tho above penalty provisions shall not apply in 
cases of t1Ue d1Spute as to the State's portion of the royalty or to that portion of the royalty In daspute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the CommtSsioner of the General Land Office 
with its best possible estimate of 011 and gas reserves underlying thlS lease or allocable to thlS lease and shall furnish said CommtSsioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entenng into or making such contracts, agreements or amendments Such contracts and agreements when recerved by the General Lend Office shall be 
held in confidence by the General Land Office unless otherw,se authonzed by Lessee All other contracts and records perta1n1ng to the productJon, 
transportation. sale and mar1<eUng of the oil and gas produced on said premises Including the books and accounts re<:e1pts and dtscherges or all wells, 
tanks, pools. meters. and pipelines shall at all times be sub1ect to inspection and exam1nauon by the Commm1oner of the General Lend Office, the 
Attorney General, the Governor, or the representatrve of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten nolJCe of all operations on this lease shall be submitted to the Comm1ss1oner or the General 
Land Office by Lessee or operator five (5) days before spud date. WOl1(over, re-entry, temporary abandonment or plug end abandonment of any well or 
wells Such wnllen notice lo the General Land Office shall include copies of Railroad CommtSsion forms for application to dnll Copies of well tests, 
completJon reports and plugging reports shall be supplied to the General Land Office at the tme they are filed With the Texas Railroad Commission All 
applications, permits, reports or other filings that reference this lease or any speofic well on tho leased premises and that are submitted to tho Teus 
Railroad Comm1SSlon or any other governmental agency shall include the word "Slate• in the t1Ue Additionally, in accordance with Railroad Commission 
rules, any signage on the leased prem1Ses for the pull)Ose of Identifying -ns. tank battenes or other ossooated rnprovements lo the land must also 
include the word "Stale • Lessee shall supply the General Land Office with any records, memoranda. accounts, reports, cuttings and cores, or other 
information rolal.Mt to the operatJon of the above-<lescnbed premises which may be requested by the General Lend Office tn addrtJon to those herein 
expressly provided for Lessee shall have an electl1cal end/or radioactlVlty survey made on the bore-hole sectJon, from the base of the surface casing to 
the 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 to the 
General U1nd Office within fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports documents or other metenals are not filed tn the General Land Office when 
due The penalty for late filing shall be set by the General Land Office adm1n1stretrve rule which 1s effectJve on the date when the matenals were due in 
the General Land Office 

11. DRY HOLEJCESSATION OF PRptJU '\,ON OO~ING.PRIMAliY TERM. If. during the primary term hereof and pnor to discovery and 
productJon of oil or gas on said land, Lessee s1' d J1 • a. d tio~ holes atereon or If dunng the pnmary term hereof and after the discovery and .. : ·.· . . ·.· .· ... 
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ctual production of 011 or gas from the leased premises such production thereof should cease from any cause, this lease shall not temiinate rf on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of produd1on Lessee commences add11tonel dnlling or 
reworking operations thereon, or pays or tenders the next nnual delay rental 1n the same manner es provided m this lease If, during the I st year of the 
pnmery term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the productt0n of 011 or gas should ceas& for any cause, 
Lessee's rights shell remain 1n full force end effed without further operations until the expiration of the pnmery temi, and rf Lessee has not resumed 

• productlon In paying quantities at the expiration of the pnmary term, Lessee may maintain th~ lease by conducting additional dnlllng or rewondng 
operations pursuant to Paragraph 13, using the exp,ralton of the pnmary tenn as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in 011 or gas well within the prmary term hereof, Lessee may 
resume payment of the nnual rental in the same manner as provided herein on or before the rental paying dale following the exp1rat1on of srx1y (60) 
days from the dote of completion of such shut-in oll or gas well and upon the failure to make such payment, th11 lease shell ipso facto terminate If at the 
expiration of the pnmary term or any lime thereafter , shut-in otl or gas well II located on the leased premises, p,yments may be made in accordance 
with the shut-in provisions hereof 

12. DRIW NG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the expiration of the pnmary term, neither orl nor gas IS being 
produced on said land, but Lessee Is then engaged in dnlling or reworking operaltons thereon, this lease shall remain In force so long as operations on 
said well or for drlll1ng or reworking of any ,dditlonal wells are prosecuted in good faith and In workmanlike manner wrthoul mterrupltons totaling more 
th n sixty (60) days dunng any one such operation, and rf they result In the produdlon of 011 and/or gas, so long thereafter as otl and/or gas ,s produced 
in paying quantities from s d lend, or payment or shut-in 011 or gas well royalties or compensatory royaltles Is made as provided in thlS lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the pnmary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause. this lease shell not terminate 1f Lessee commences addltlonal dnlhng or reworking 
operatJons within slx1y (60) days after such cessation, and this lease shall rem 1n in full force and effect for so long as such operatJons continue m good 
faith and in workmanlike manner without interruptions totaling more than socty (60) days If such dnlhng or reworking operatrons result in the production 
of 011 or gas, the lease shell remain in full force and effed for so long as 011 or gas IS produced from the leased premises 1n paying quantities or payment 
of shul-ln oil or gas well royalties or payment of compensatory royalties ls made as provided herein or as provided by law If the dnlllng or reworking 
operallons result In the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional dnlhng or reworking 
operauons within srx1y (60) days after the completion of the well as a dry hole, and this lease shall remain 1n effect so long as Lessee continues dnlling or 
reworking operations In good faith and In a workmanlike manner without Interruptions tolehng more than 11x1y (60) days Lessee shall give wntten notice 
to the General Land OfflCB within thirty (30) d1ys or any cessation or production 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having junsd1ctton over the productron of oll and gas If, al any lime after the exp1raUon or the pnmary term of I lease that, until being shut in , was being 
m tnt.omed m force and e ffed, a well capable or producing 011 or gos 1n paying quanltltes IS localed on the leased premises, but o,I or gas is not being 
produced for lack of surtable production facilrt1es or lack of a surtable market, then Lessee may pay as a shut-In 011 or gas royalty en amount equal to 
double the annual rental provided in the lease, but not less than S1 ,200 a year for each well capable of producing 011 or gas 1n paying quantrt1es If 
Paragraph 3 or this lease does not speaty a delay rental amount, then for the purposes or th11 paragraph, the delay rental amount shall be one dollar 
(S1 00) per acre To be effectrve, each inrtial shut-in orl or gas royalty must be paid on or before (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oll or gas from the leased premlSes, or (3) 60 days after Lessee completes a dnllmg or reworking operallon tn accordance 
with the lease proY111ons, whichever date 1s latest Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) lo the owner of the soil If the shut-In otl or gas royalty 1s paid, the lease shall be considered to be I producing lease end the payment sh,11 
extend the term of the lease for a penod of one year from the end or the pnmary term, or from the fiBI day of tho month followmg tho month ,n which 
production ceHed, and, after lhal 1f no suitable production facilrlles or surlable market for the oll or gas eXJSts, Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the expiration of each shul-m year 

15. COMPENSATORY ROYAL TIES. If, dunng the penod the lease 1s kept 1n effect by payment of the shut-in otl or gas royalty, 011 or gas is 
sold and delrvered In paying quantities from a well localed within one thousand (1 ,000) feel of the leased premtSes and completed rn the same producing 
reservoir, or in any case in which drainage IS occumng, the nght to continue lo ma1nta1n the lease by paying the 1hut-1n otl or gas royalty shall cease, but 
the lease shall remain effectrve for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for rour more 
successrve years by Lessee paying compensatory royalty al the royalty rate provided in the lease or the market value of productJon from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1 ,000) feet of the leased premises The compensatory 
royalty IS to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner or the 1011, beginning on or 
before the last day or the month following the month in which the 011 Of' gas IS produced from Iha well causing the drainage or that II completed in the 
some producing reservoir and located Within one thousand (1 ,000) feel of the leased premises If the compensatory royalty paid 1n any 12-month penod 
ts an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the drfferenoe within thirty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not tmely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease None of these provisions will relteve Lessee of the obltgalt0n of reasonable development nor the obligallon lo dnll offset wells es provided tn 
Texas Natural Resources Code 52 173. however, al the determination of the Comm1SS1oner, and with the Comm1sstoner's wntten approval, the payment 
of compensatory royalties can satisfy the obltgat10n to dnll offset wells 

16. RETAINED ACREAGE. Notwithstanding any prov11ton of th11 lease to the contrary, afler a well producing or capable of producing 011 or 
gas has been completed on the leased premises Lessee shell exerase the diligence of I reasonably prudent operator 1n dnlhng such 1dd1honal well or 
wells as may be re sonably necessary for the proper development of the leased premises end in mari<ebng the productJon thereon 

(A) VERTICAL In the event this lease 1s in force and effect two (2) years after the expiration date of the pnmary or extended term 1t shall then 
terminate as to all of the leased premises, EXCEPT (1) AID acres surrounding each 011 well capable of producing 1n paying quantities and 320 acres 
surrounding each gu well capable of producing in paying quantities (1nclud1ng a shut in oil or gu well as provided in Panigraph 1AI hereof), or a well 
upon whtch Lessea is then engaged in continuous dnlling or reworking operations or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52 15"' or (3) such greater or lesser number of acres as may then be allocated for produd1on 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad CommlSston of Texas, or any successor 
agency, or other governmental authonty having Junsd1ctJon If at any time after the effective date of the partial tem11nahon provisions hereof, the 
applicable field rules are changed or the well or wells localed thereon are reclassified so that less acreage 1s thereafter allocated to said well or wells for 
productJon purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the terminatJon of this lease as t • pot ion of J I cove hereby, Lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands stlll sub)ect to th11~eas • f all desalbf d m Paragraph 1 hereof together wrth easements and nghls-of-way for .. . . . . . . . . . . . . . . . . • • ... 
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existing roads, elOstlng pipelines and other existing facilrues on, over and across all the lands descnbed in Paragraph 1 hereof ("the retained lands"). for 
access to and from the retained lands and for the gathenng or transportation of 011, gas and other minerals produced from the retained lands 

(B ) HORIZONTAL In the event this lease 1s 1n force and effect two (2) years after the expiration date of the pnmary or extended term 1t shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") 1n each well located on acreage retained 1n 

• Paragraph 16 (A) above, unless on or before two (2) years aft.er 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 speafied on page 1 hereof) If such amount as paid, this lease shall be 1n force and effect as to 
such deeper depths, and said termination shall be delayed for an add1t1onal penod of two (2) years and so long thereafter as 011 or gas as produced 1n 
paying quant1tles from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as lo each well shall, as nearty as practical, be tn the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Wrthin 
thirty (30) days after partial terrmnalion of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfectory 
legal descnpbon of the acreage and/or depths not retained hereunder The recorded release, or a certified copy of seme, shall be filed in the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules In effect on the date the release is filed If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days fter being requested to do so by the General Land Office. then the 
Commissioner at his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
Instrument al Lessee's expense in the county or counties where the lease Is located and 1n the officlal records of the General Land Office and such 
designation shall be b1nd1ng upon Lassee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals. nor royallles paid, or to be paid under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the aboV&-descnbed land from being drained Lessee, sublessee, receiver or other agent In control of the leased 
premises shall dnll as many wells 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 prem1Ses In add11Jon, If oll and/or gas should be produced In commeraal quanll!Jes within 1,000 feet of the leased prem1Ses, 
or in any case where the leased premises IS being drained by production of oil or gas, the Lessee. sublessee, rece1Ver or other agent in control of the 
leased prem1se1 shall 1n good faith begin the dnlhng of a well or wells upon the leased premises Within 100 days after the draining well or wells or the 
well or wells completed Within 1,000 feet of the leased premlSes start producing 1n commeroal quanlrtles and shell prosecute such dnlhng With d1hgence 
Failure to sat1Sfy the statutory offset obhgatlon may subject th1S lease and the owner of the soil's agency nghls to forfeiture Only upon the determ1n lion 
of the Comm1SSloner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obhgat1on to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort, Lessee IS prevented from complying with any express or mphed covenant of this lease, 
from conducting dnlhng operations on the leased premises. or from producing oil or gas from the leased premises by reason of war, rebellion, nots. 
atnkes, acts of God, or any vahd order, rule or regulation of government authority, then while so prevented, Lessee's obhgallon to comply with such 
covenant shall be suspended and Lessee shall not be Hable for damages for failure to comply wrth such covenants, additionally, this lease shall be 
extended while Lessee IS prevented, by any such cause, from conducting dnll1ng and rewor1ung operations or from producing oll or gas from the leased 
premises However. nothing in this paragraph shall suspend the payment of delay rentals In order to maintain this lease in effect dunng the prvnary term 
In the absence of such dnlhng or reworking operations or production of 011 or g11 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lo defend blle to the leased prem111n If the owner of the soil defaults 
1n payments owed on the leased premises, then Lessee may redeem the nghts of the owner of the so1l 1n the leased prem1Ses by paying any mortgage, 
tues or other hens on the leased premises If Lessee makes payments on behalf of the owner of the soil under th1S paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the sod 

20. (A) PROPORTIONATE REDUCTION CLAUSE If the owner or the soil owns leas than the entire undlVided surface estate 1n the above 
descnbed land, whether or not Lessee's Interest 1s speafied herein. then the royalties and rental herein proVlded to be paid to the owner of the sOll shall 
be paid to him In the proportion which his interest bears to the entire undivided surface estate and the royalties ond rental herein provided to be paid to 
the Commissioner or the General Land Office of the State of Texas shall be l1keW1se proportionately reduced However. before Lessee adjusts the 
royalty or renta l due to the Commissioner of the General Land OfflCe, Lessee or his authonzed representative must submit to the Comm1ss10ner of the 
General Land Office a wri tten statement which explains the discrepancy between the interest purportedly leased under thlS lease and the actual Interest 
owned by the owner of the soil The Comm1Ssloner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undlVlded interest However, 1n no event shall 
the Commissioner of the General Land Offioe recelVe os o royalty on the gross production allocable to the undivided interest not leesed en amount less 
then the value of one-Sixteenth (1116) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term. a portion of the land covered by thtS lease IS included Within the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In accordance with Natural Resources Code Sections 
52 151-52 154, Of 1f, at any lime after the expiration of the pnmary term Of' the extended term, this lease covers a leaser number of acres than the total 
amount descnbed herein, payments that are made on a per acre bastS hereunder shall be reduced according to the number of acres pooled released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of th11 lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit or 1f after the expiration or the pnmary term the number of acres 
actually retained and covered by this lease 

21. USE OF WATER. Lessee shall have the nght to use water produced on 11id land necessary for operations under this lease except Willer 
from wells or tanks of the owner of the soil, provided, however, Lessee shell not use potable water or water suitable for IIVeslock or 1mgalton purposes 
for walerflood oper lions without the pnor consent of the owner of the soil 

22. AUTHORl2ED DAMAGES. Lessee shall pay the owner of the soil for damages caused by rta operntions to all personal property, 
Improvements, livestock and crops on said land 

23. PIPELINE DEPTH. When requested by the owner or the s0tl, Lessee shall bury rts p1pehnes below plow depth. 

2<1 WELL LOCATION LIMIT. No well 
the wntten consent of the owner of the soil ! ! ! .. . . . 

• • • ... . • • 
• • • . . . 

r_than fiv hundred (500) feet to any house or bam now on said premises without 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollu11on Without 
limltmg the foregoing, pollution of coastal wetlands, natural waterways, nvers and impounded waler shall be prevented by the use of contsinment 
facilities sutfie1ent lo prevent spillage, seepage or ground waler contsmmalion In the event of polluUon, Lessee shall use all means at its dtSposal to 

• recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage lo pubhc and pnvate properties Lessee shall build and 
maintain fences around [ls slush, sump, and drainage p1ls and tank batlenes so as to protect lrvestock against loss, damage or inJury, and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely clean up the dnlling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep aald premtSes free of all rubbish, cans. bottles, paper cups or garbage, 
and upon compleUon of operations shall restore the surface of the land to as near its onginal condition and contours as 1s practicable Tanks and 
equipment will be kept pointed and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hmllations in lhls paragraph, Lessee shall have the nght to remove machinery and fixtures placed 
by Lessee on the leased premises, Including the nght to draw and remove casing, wrthin one hundred twenty (120) days after the expiration or the 
temi1nation of this lease unless the owner of lhe soil grants lessee an extension of this 120-dey period However, Lessee may not remove casing from 
any well capable o f producing otl and gas in paying quantities Add1lionalty, Lessee may not draw end remove casing until after thirty (30) days wntten 
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, 
fixl.ures, or casing which are not Umety removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the nghls and estates of either 
party to this lease may be assigned, In whole or In part, and the provisions of this lease shall extend to and be binding upon their heirs, devlsees, legal 
representatives, successors and assigns However, a change or dlVlsion in ownership of the land, rentals, or royalties will not enlarge lhe obligations of 
Lessee, d1mln1sh the rights, pnvlleges and estates of Lessee, impair the effedrveness of any payment made by Lessee or impair the effectiveness of any 
act perfomied by Lessee And no change or d1v1slon in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soll (or his heirs, devisees, legal representatrves or assigns) furnishes the Lessee with sallsfadory wrrtten evidence of the change 
In ownership, including the ong1nel recorded munimenls of trtle (or e certified copy of such onginal) when the ownership chenged because of a 
conveyance A total or partial esslgnment of this leese shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease If this lease IS assigned in its entirety as to only part of the acreage, the nght and option to pey rentals shell be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rats rentals are timely paid or tendered, however, rf the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall tem,inate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghls and be subject to ell obhgallons, hablht1es, and penalties owed to the State by the 
onglnal lessee or any pnor assignee of the lease, Including any llabiht1es to the State tor unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwrthsland1ng any prov1s1on In Paragraph 27(a), if the owner of the soil acquires this lease 1n whole or in 
part by assignment without the pnor wntten approval of the Commissioner of the General Land Office, this lease 1s void as of the tJme of assignment and 
the agency power of the owner may be forferted by the Comm1ss1oner An assignment will be treated es if it were mode to the owner of the soil rf the 

assignee Is 
(1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary In Which the owner or the soil ls a pnncipal stockholder or ls en employee of such o corporaUon or subsidiary, 
(3) a partnership In which the owner of the soil IS a partner or Is an employee of such a partnership, 
(4) a pnncipal stocl<holder or employee of the corporation which is the owner of the soil, 
(5) a partner or employee in a partnership which IS the owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not limited to a guardian, trustee, executor, administrator, recerver, or conservator for the 

owner or the soll; or 
(7) a family member of the owner of the soil or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the condrt1ons contained in this paragraph and Paragraph 29, Lessee may at any trne execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obhgabons as to acreage surrendered If any part of this tease Is proper1y surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender, however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 

surrender of such acreage 

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

JO. DISCLOSURE CLAUSE. All provisions pertaining to the tease of the above~escr1bed 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 nghls and dulles of the parties Any collateral 
agreements concerning lhe development of oil 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 fiduciary duty and must fully disclose any facts affecting the Slate's Interest 1n 
the leased premises When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 

interests before his personal interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after 1t becomes due, or if Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or dnlhng, or rf Lessee shall fail or refuse to dntl any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Comm1SS1oner of the General Land Office, or 1f Lessee 
should fall to file reports In the manner required by law or fail to comply with rules and regulallons promulgated by the Generel Land Office, the School 
Land Board. or the Railroad Commission, or if Le e ould rel Sit prope~ authority access to the records pertaining lo operations, or rf Lessee or 
an authonzed agent should knowingly fail or refLA.e to~ i co in alion the proper authonty, or knowingly fail or refuse to furnish the General . .. . . . " . ' .. 
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Land Office a correct log or ony well. or 1f Lessee shall knowingly violate any or the material prov1s1ons or lhlS lease. or ,r this lease ,s assigned and the 
assignment is not filed en the General Land Office as required by law. the nght.s acquired under this lease shall be subiect lo forfeiture by the 
Commissioner. and he shall forfeit some when sufficiently infonned of the f cts which authorize a forfeiture, and when forfeited lhe area shall again be 
subJect to lease under the terms of the Rehnqu1Shment Act However, nothing herein shall be construed as waiving the automatic terminalton of lhlS 
lease by operation of law or by reason or any special limrtallon arising hereunder Forfeitures may be set aside and this lease and all rights thereunder 

• reinstated before the lights of another Intervene upon satisfactory evidence to the Commissioner of lhe General Land Office of future compliance With 
the provisions or the law and of this lease and the rules and regulations that may be adopted relallve hereto 

33. LIEN. In accordance wrth Texas Natural Resources Code 52 136, the Slate shall have a first hen upon all oll and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the Slats , In addition lo the hen provided by Taxns Natural Resources Code 52 136 and any other apphcable slalulory lien, an 
express contractual hen on and secunty interest in all leased minerals in and extracted from the leased prem1Ses. all proceeds wh ich 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 foctures on and mprovements to the 
leased premises used In connection w,th the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
ony covenant or condition of this lease, whether express or 1mphed This hen and secunty interest may be foreclosed w,th or w,thout court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, altach or perfect this lien Lessee hereby represents that there 
are no prior or supenor hens ansing from and relallng to Lessee's ectJVlbes upon the ebove-descnbed property or from Lessee's acqul:srtJon of thts lease 
Should the Commissioner et any lime determine that this representation ts not true, then the Commissioner may declare this lease forfeited as provided 
herein 

34 . POOLING. Lessee is hereby granted the nght to pool or unitize the royalty interest of the owner of the soil under lh1s lease wrth any other 
leasehold or mineral Interest for the exploration, development and production or oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board ond the Comm1ss1oner of the General uind Office for the pooling or um!Jzing of the interest of the Slate under this lease 
pursuant to Texas Natural Resources Coda 52.151·52 154 The av.mer of the soil agrees that the inclusion of this prov1s1on in this lease satisfies the 
execution requirements slated In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State or Texas and the owner or the 1011, their officers, employees. partners, 
agents , contractors, subcontractors, guests, Invitees, and their respective successors and assigns, or and from all and any actions and causes o f action 
of every nature , or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited lo, all losses and 
expenses which are caused by the actW1t1es of Lessee, its officers, employees, and agents ansmg out of, 1ncidenlal to, or rasull1ng from, the operations 
or or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or prov1s1ons of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Taxes and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, liablhties, losses, damages, act.ions, personal Injury (including death). costs and expenses, or other harm for which recovery of damages 
1s sought, under any theory including tort, contract. or slnct hab,lrty, 1nclud1ng attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or 1n any way related to Lessee's failure to comply wrth any and all environmental laws, those ansing 
from or in any way related to Lessee'!! opemhon!I or any other of Les!lee's activ1Ues on the leased premtses, thO!le an!ltng from LH!lee's use of the 
surface of the leased premises, end those that may anse out of or be occasioned by Lessee's breach of any or the terms or provisions of this Agreement 
or any other act or omission of Lessee, rts directors, officers, employees, partners, agents. contractors. subcontractors, guests. 1nV1tees, and their 
respectJve successors and assigns Each assignee of th,s Agreement. or an interest therein, agrees to be liable for. exonerate, Indemnify, defend and 
hold harmless the Slate of Texas and the owner of the soil, their officers, employees, and agents In the same manner provided ebove 1n connection with 
the ac1N1t.ies of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE -EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENV IRONMENTAL HAZARDS. Lessee shall use the htghest degree of care and all reasonable safeguards lo prevent contam1nallon or 
pollution of any environmental medium. including soil, surface waters, groundwater, sedments, and surface or subsurface strata. ambient air or any 
other environmental medium in, on, or under, lhe leased premises, by any waste, pollutant, or contaminant Lessee shall nol bnng or permrt to remain on 
the leased premises any asbestos conta ining malenals, explosives, toxic m11tenals, or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term "Hazardous Substance· Is defined in the Comprehensive Environmental Response. Compensation and Uabtlrty Act 
(CERCLA) . 42 U S C. Sections 9601, et seq ). or toxic substances under any federal, stale, or local law or regulation ("HBZBrdous Matenals"). except 
ordinary products commonly used en connecllon with oil and gas exploration and development operations and stored 1n the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, J UDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1 ) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR REILEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHAl L IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease 1s issued under the provisions of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Relinquishment Ad , and other applicable statutes and amendments thereto. and If any prov1s1on m this lease does not conform to these 
statutes, lhe statutes will prevail over any nonconforming lease provisions .. . ... ••• . . . . . . • • • .. . • . . . . . . • • . . • . ... . . . . .. 
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38. EXECUTION. This 011 end gas lease must be signed and acknowledged by the Lessee before It 1s filed or record 1n the county records and 
in the General Land Office of the State or Texas Once the fihng requirements found 1n Paragraph 39 of this lease have been satisfied, the effectJve dote 
or this lease shall be the date round on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed or record 1n the office of the 
County Cler1< ln ony county In which all or any part or the leased premises Is located, and certified copies thereof must be flied in the General Land 
Office This lease Is not effectJve until a certified copy or this lease (which 11 made and certified by the County Cler1< from his records) Is flied In the 
General Land Office in accordance with Texas Natural Resources Code 52 183 Add1t1onalty, thtS lease shall not be binding upon the St.ale unless it 
recites the ocluol 11nd tnJe donsiderotion paid or promised for execution or this lease The bonus due the State and the prescnbed filing fee shall 
accompany such certified copy to the Generol Land Office 

s,IDb~ 
lnd1v1dually nd as agent for lhe State of f c'<as 
Patrick Bea 
fAX IDNJ 
DA n ~ ,1-¥.,1--1.;c.-"~ ----

T TEOFT ' 

STATE OF TEXAS 

COUNTY OF DALLAS 

STATE OF NEW MEXICO 

COUNTY OF 5 t t (2 (! A 

PETRO-I fUNT 1 l C 

- i2J~ / 
By Eruce Hunt., President /' /f]) 
Date c S /oz../o ~ ~y{ '3 ~ ~ ~,., 

By --
lnd1v1duolly ond as ogent for lhe State ofTe, as 

IAX IDNO 
DATT •. 

(CORPORA TE ACKNOWLEDGMENT) 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personalty appeared Patnck Beal known to me to be the person whose name 1s 

subscnbed to the foregoing instrument, and acknowledged to me that he executed the same for the purposes and consideration therein expressed. 

Grve~.undar my hand and seal of off1ee this the q h day or A po' I , 2005 
' \;\\!: , . , 

'. \ "\ ' . . ' '.4 ,: , 
""'"'i e~ r",-4:.·. 'c \:.1--p \(e.e .. \; 10 I~ l / O ' ( 

In and for STA TE of NEW MEXICO 

.. ... ... . • • . . . . 
•• • • • • • • IIY Da'VTY . . . . . . . . ... . . . ... 



EXHIBIT ' 

This Addendum is attached to and made a part of Oil and Gas Lease, dated April 
12, 2005 b and between Patrick Beal, incli idually and as Agent for the tate of Texas, 
as Lessor, and Petro-I Iunt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As to any rentals that may be paid on or before the 11
', 2nd and 4th anniversary date, the 

total rental shall be payable m the amount of $32.58, and except that 1f delay rentals are paid on 
or before the 3rd anniversary date, the total rental shall be payable in the amount of $814.46 . 

.. . ... ... . • • • . . . . . . . 
BY .. • • . • • • • . . . . . . . . ... . • • • •• 

OEPIJTY 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and foregoing is a lull, true and correct photographic copy of the 
original record now in my lawful custody and possession, as lhe same is 
fitedr'recorcled in the Records of my office, found 
in VOL.______. PAGE __ . 

fl 
I hereby cer1ified on __ 

~ ~ LINDA McDONALD, COUNTY & DISTRICT CLERK 

~~ 
CULBERSON COUNTY, TEXAS 

BY DEPUTY 



General Land Office 
Rellnqul1hment Act Lease Fonn 
Revlaod, September 1997 

NoUce of Confiden tiality Rights: If you are a natural person, you may remove or strike any of the fol/owing Information from 
this Instrument before It Is filed for record In the public records: your social security number or your driver's license number. 

~ ustin, ~exas 
OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into lh1s 19th day or Aodl ~ . between the State of Texas, acting 

by and through its agent, ....uH ..... e ... rt>..,.e...,rt ... B .. a..,y ..... s .... 1 .... 1 ..... 1n ... d.,.iy..,ld.._u...,a ... 11 .... v __ or P o, Box l 028, Mesaulte NM 88048 

(Give Permanent Address) 

said agent herein referred to as the owner or the soll (whether one or more) , and 

or 1 so1 Elm, Suite 3400, Dallas. JX 1s201 
(Give Permanent Address) 

fmr.Q-Hunt L LC 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements lo be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlllng for and producing oil and gas, laying pipe lines, building tanks. storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated In Culberson County, State of Texas. to-wit 

T&P RR Co Survey, Block 61 , Township 2, Section 10 The South half, or (347 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

containing .._1..,..04"'1,.oe.2.,,5.__ ___ acres, more or less The bonus consideration paid for this lease Is as follows 

To the State or Texas Fjye hundred forty-two and 'O.U...L><l"-------------------------­
Dollars (S.,..54""2""9"'7'----------' 

To the owner of the soil five hundred forty-two and 971100 
Dollars (S,._54_..2 .. 9,..7.__ _______ _, 

Total bonus consideration One thousand eighty-five and 941100 

Dollars ($ . .._1 • .,.0""85""""94:i..._ _ _____ _, 

The total bonus consideration paid represents a bonus of LE.wtllY ..... awniXd.J.n.,.ol'-J1..,.00"'-"'s'---------------------------
--- Dollars ($"'50...,,.,._00,..._ ____ _,) per acre , on 21 71874965 net acres 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term or __ Fjye C5l years from this date (herein 
called "primary term") and as long thereafter as oil and gas. or either or them, 1s produced in paying quant1t1es from said land As used In this lease, the 
term •produced In paying quanlltles· means that the receipts from the sale or other authorized commercaal use of the substance(s) covered exceed out 
of pocket operational expenses for the six months last past A - 1...-o COPY /I 

II' IT BEAAS7WL9"l~e: 
... . . . 

• • • .. . . . 
• • • .... 

. .. 
• • . 

• • . 
... 

• • • • • . 
Anesr: ~/IL -

• ! ~ ~NOA~~~ OC!l'\1T'( 

: •• ~ llV __ .=-.=..------



3. DELAY RENTALS. If no well ls commenced on the leased premises on or before one (1 ) year from lhts date this lease shall terminate, 

unless on or before such anntVersnry dale Lessee shall pay or tender to the owner of the soil or to his credit in Iha "PAY DIRECTLY: 
at ______ _ ______ _ 

or its successors (which shall continue as the depository regardless of changes tn the ownership of said land). the amount specrfted below in addrt1on, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS AT AUSTIN TEXAS, a hke sum on 
or before said date Payments under this paragraph shall operate IS a rental and shall cover the privilege of defemng the commencement of 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 .i.I.,,,euo.JCa"-'n"'d..,6""61:,.,1..,00..,._ _________________________ _ 

Dollars CS-1_0_8-6 __ _ 

To the Slate of Texas Ie,..n..._..n._.nd.._.861......,1 .... 00"'---------------------------­
Dollars ..,(S.._]..,.Oc.,8 .. 6'--------------------------------' 

Total Deloy Rental Twenty-one and 72/100 
Dollars ($21 .72 _) 

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 or rental to the owner of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease, and may be dehvered on or before the rental paying date If the bank designated in this paragraph (or Its successor bank) should 
cease to exist. suspend business, hqutdate, fail or be succeeded by another bank. or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental unlit thirty (30) days after the owner of the sotl shall delrver to Lessee a proper 
recordable Instrument naming another bank as agent to recelVe such payments or tenders 

4. PRODUCTION ROYAL TIES Upon production of otl and/or gas Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for in this lease to the Comm1SS1oner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of the sotl 

(A) OIL Royalty payable on 011, which II defined as 1nclud1ng all hydrocarbons produced 1n a hquld form at the mouth of the well and also as 
II condensate, d1st1llate, and other hqu1d hydrocarbons recovered from oil or gas run through a separator or other equipment as hereinafter provided, 

shall be 1/5 part of the gross production or the market value thereof. at the opllon of the owner of the sotl or Iha Comm11s1oner of the General 
Land Office, such value to be determined by 1) the highest posted pnce. plus premium, If any, offered or paid for 011, condensate, drsllllata, or other hquld 
hydrocarbons, respectively, of a Ilka type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds or the sale thereof. whtchevar ls 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 oll 
and gas separator of convenUonal type, or o ther equipment at least as efficient. 10 that all hqu1d hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gos be run through a separator or other equipment may be waived, in wnt1ng by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on ony gas (Including flored gas), which is defined as all hydrocarbons and gaseous substances not 
defined os oil 1n subporagroph (A) obove. produced from any well on said land (except as provided herein wrth respect to gas processed in a plant for 
the extraction of gasoline, hquld hydrocarbons or other products) shall be J/5 port of the gross production or the market va lue thereof at the 
option or the owner of the 1011 or the Commissioner of the General Land Office, such value lo be based on the highest market pnce paid or offered for 
gas of comparable quahty 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 lease shall not at any tme exceed 141 65 pounds per square inch absolute, 
ond the standard base temperature shall be sixty (60) degrees Fahrenheit corntcbon to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of tesltng being used by the industry at the lime of testing 

(C) PROCESSED GAS. Royalty on any gas processed in a gosohna plant or other plant for the recovery of gasoline or other ltqutd 
hydrocarbons shall be 1/5 part of the residue gas and the hquld hydrocarbons extracted or them rket value thereof, at the option of the owner 
of the soll or the Commissioner of the General Land Office AU royalties due herein shall be based on one hundred percent ( 100%) of the total plant 
production or residue gas attnbutable to gas produced from this lease, and on fifty percent (50%). or that percent accruing to Lessee, whtchaver II the 
greater, of the total plant production or liquid hydrocarbons attnbutable to the gas produced from this lease, provided that If hquld hydrocarbons are 
recovered from gas processed In e plant in which Lessee (or tis parent, subsidiary or affiliate) owns an interest. then the percentage apphcabi. to hquld 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or 1f there 1s no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whtchever Is the greater The respective royalties on residue gas and on ltqutd hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or hqu1d 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 selling price for the respective grades of liquid hydrocarbons), whichever 1s the greater In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not bean processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hqu1d 
hydrocarbons) whether said gas be · casinghead." "dry," or any other gas, by fract1onallng, burning or any other processing shall be 1/5 part of 
the gross production of such products, or the market value thereof, at the opllon of the owner o f the soil or the Comm1ss1oner 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 tn which such product ts 
produced. or 2) on the basts of the average gross sale pnce of each product for the same month tn which such products are produced, whichever 1s the 
greater 

•• . ... ... . . . . . • • • • • • .. • • . . . . • • • • . • • • DEl'VTY ... • • . .. 



5. MINIMUM ROYAL TY. Dunng any year after the exp1111t1on of the pnmary term of this lease, If this lease rs maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided, otherw1se, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid dunng the preceding year If Paragraph 3 of this lease does not specify e delay rental amount, then for the purposes of this 
paragraph, the delay rentol amount shall be one dollar ($1 DO) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provision 1n this lease. at any time or from tme to tme, the owner of the soil or the 
Commess,oner of the General Land Office may, et the option of erther, upon not less than suety (60) days nollce to the holder of the lease, require that the 
payment of any royalties accruing to such roy lty owner under this lease be made in kind The owner of the soil's or the Comm1S1ioner of the General 
uind Office's nght to take its roy lty in kind shall not dminish or negate the owner of the soil's or the Comm1ss1oner of the General Land Office's nghts 
or Lessee's obhgaUons, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be wrthout deducllon for 
the cost of producing, gathenng, stonng, separatrng, treating, dehydrating, compressing, processing, transporting and olherw1se making the oil, gas and 
other products hereunder ready for sale or use Lenee agrees to compute and pay royalties on the gross value received, lndud1ng any reimbursements 
for severance taxes and produdlon related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thlS lease's proponlonate share of any fuel 
used to process gas produced hereunder in any processing plant Notwithstanding any other provision of this lease and subject to the wntten consent of 
the owner of the soil and the Commrss1oner of the General Land Office, Lessee may recyde gas for gas hft purposes on the leased premises or for 
injedJon into any 011 or gas producing formation underlying the leased premises after the hquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas until 1t ,s produced and sold or used by Lessee 1n a manner which entitles the royalty owners to a 
royalty under this lease 

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

Payment of royalty on production of oil and gas shall be as provided ,n the rules set forth in the Texas Register Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, end royalty 
on gns is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorlZed agent, completed in the form and manner prescnbed by the General ~nd Office 
and showing the gross amount end d1spos1tion or all oil and gas produced and the market value or the oil and gas, together wrth a copy of all documents. 
records or reports confirming the gross produd1on, d1sposruon and market value including gas meter readings, pipeline receipts, gas hne receipts and 
other checks or memorunda of amount produced and put into pipehnes, tonks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production. d1sposruon and market value In all cases the authonty of a manager or agent 
lo act for the Lessee herein must be filed in the General Lend Oflt0e Eech royalty payment shall be eccompamed by • check stub, schedule, summery 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25 DO, whichever is 
greater A royalty payment whiCh 1s over thirty (30) days late shall accrue a penalty of 10% of the royalty due or S25 00 whichever II greater In addrtJon 
to a penalty, royaltJes shall accrue interest al a rate of 12% per year, such Interest w,11 begin to accrue when the royalty 1s sixty (60) days overdue 
Affidavits and supporllng documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibilrty for paying or causing 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shaU in no way operate lo prohibit the State's 
nght of forfeiture as provided by law nor ad to postpone the dale on which royalties were ong1nally due The above penalty provisions shall not apply ,n 
cases of lltle dispute as to the State's porllon of the royalty or to that portion of the royalty in dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS Lessee shall annually furnish the Comm11s10ner of the General Land Office 
with its best possible estimate of 011 and gas reserves undertying this lease or allocable to this lease and shall fumtsh said Commissioner w,th copies of 
all contracts under which gas Is sold or processed and ell subsequent agreements end amendments to such contracts within thirty (30) days alter 
entenng into or making such contracts. agreements or amendments Such contracts and agreements when recerved by the General Land Office shall be 
held in confidence by the General Land Office unless otherw1se authonzed by Lessee All other contracts and records pertaining to the produdlon, 
transportation, sale and marxeung or the oll and gas produced on said premises, lndudlng the books and accounts, receipts and discharge, of all wells, 
tsnks, pools, mete~. and pipelines shall al all limes be subjed lo inspection and exam1nat1on by the Commrss,oner of the General Land Office, the 
Attorney General, the Governor. or the representative or any of them 

(8) PERMITS, DRILLING RECORDS. Wntten nollce of all operations on this lease shall be submrtted to the Commissioner of the General 
Land Office by lessee or operator frve (S) days before spud dote, workover, re-i!ntry, temporary abandonment or plug and abandonment of eny well or 
wells Such wntten notice to the General Land Office shall indude copies of Railroad CommtSSion forms for apphcation to dnll Copies of well tests, 
completion reports and plugging reports shall be supphed to the General Land Office at the tme they are filed With the Texas Railroad Comm1SS1on All 
oppllcahons, permits, reports or other filings that reference thrs lease or any specmc well on the leased prem1Ses and that are subrmtted to the Texas 
Railroad Commission or any other governmental agency shall Include the word "Slate• in the title Addrt,onally, in accordance w,th Railroad Commrss,on 
rules , any signage on the leased prem1Ses for the purpose of ldenllfying wells, tank battenes or other assoe&11ted mprovements to the land must also 
include the word "Stale • Lessee shall supply the General Land Office wrth any records . memoranda accounts reports, cuttings and cores. or other 
information relative to the opero1ion of the above-descnbed premises. which may be requested by the General Land Office, ,n add11lon to those herein 
expressly provided for Lessee shall have an electrical and/or rad1oactivrty survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells dnlled on the above descnbed prem11es and shall transmrt a true copy of the log of each survey on each well to the 
General Lend Office W1th1n fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not filed ,n the General Land Office when 
due The penalty for late fihng shall be set by the General Land Office 1dmin11trative rule which ,s effecllve on the date when the matenals were due in 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmory term hereof and pnor to discovery and 
production of 011 or gas on said land Lessee should dnll or 1s • on or: 1f dunng the pnmary term hereof and after the d11covery and 
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actual productJon of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration of sixty (60) days from dale of completion of said dry hole or cessation of producuon Lessee commences add1honal dnlling or 
rewonung operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease If, dunng the last year of the 
pnmary term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause. 
lessee's nghts shall remain in full force and effect without further operations unbl the expiration of the pnmary term, and If Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dnlling or rewori<ing 
operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in oil or gas well within the pnmary term hereof, Lessee may 
resume payment or the annual rental In the same manner as provided herein on or before the rental paying date following the explrallon or sixty (60) 
days from the date of completion of such shut-In oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
expiration or the primary term or any lime therea fter a shut-in oil or gas well Is located on the leased premises, payments may be made In accordance 
with the shut-In provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TE RM. If. ot the expiration of the pnmary term, neither oil nor gas 1s being 
produced on said land, but Lessee 1s then engaged in dnlling or rewori<mg operations thereon, this lease shall remain m force so long as operations on 
said well or for dnlllng or rewori<mg of any odd1tional wells ere prosecuted In good faith end in workmanlike manner without 1nterruphons totaling more 
than sixty (60) days dunng any one such operation, and if they result in the production of 011 and/or gas, so long thereafter es 011 and/or gas Is produced 
1n paying quanlllies from said land, or payment of shut-In oil or gas well royalties or compensatory royalties is made as provided In thts lease 

13. CESSATION, DRI LLING, AND REWORKING. If, after the expiration of the pnmary term, production of 011 or gas from the leased 
premlSes, after once obtained, should cease from any cause. this lease shall not terminate If Lessee commences addll1onal dnlling or rewori<ing 
operations within sixty (60) days a fter such cessation, and thlS lease shall remain in full force and effect for so long as such operations continue 1n good 
forth and 1n workmanlike manner without interruptions totaling more than sixty (60) days If such dnlling or rewori<ing operations result in the production 
of oll or gas, the lease shell rema in in full force and effect for so long as 011 or gas IS produced from the leased premises in paying quenlJUes or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law If the dnlllng or rewori<lng 
operations resu lt in the completion of a well as a dry hole, the lease will not terminate rf the Lessee commences add1llonal dnlling or rewori<mg 
operations within sixty (60) days a fter the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee conllnues dnlllng or 
rewori<ing operations In good faith and In a workmanlike manner without Interruptions totaling more than sixty (60) days Lessee shall give wntten notice 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT -IN ROYAL T IES. For purposes or this paragraph, "well" means any well that has been assigned a well number by the state agency 
having junsdiction over the production of oil and gas If, et any lime after the exp1rallon of the pnmary term of a lease that, until being shut in, was being 
maintained In force and effed, a well capable of producing 011 or gas In paying quanlltles is locuted on the leased prem1Ses, but 011 or gas ,s not being 
produced for lack of suitable production facilrt1es or lack of a suitable mari<et, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 o year for each well capable of producing 011 or gas in paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
(S1 00) per acre To be effective, each Initial shut-In oil or gas royalty must be paid on or before (1) the expiration of the pnrnary term, (2) 60 days alter 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlling or reworking operation In accordance 
with the lease provisions, whichever date is latesl Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil If the shut-in 011 or gas royalty 1s paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for e period of one year from the end of the pnmery term, or from the first day of the month following the month In which 
production ceased, and, after that, 1f no suitable production facilities or suitable market for the 011 or gas exists , Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYAL TIES. If, dunng the penod the lease Is kept in effect by payment of the shut-In 011 or gas royalty, oil or gas 1s 
sold and delivered in paying quanlllles from a well located within one thousand (1,000) feet of the leased premises and completed In the same producing 
reservoir, or in ny case in which drainage IS occumng, the nght to continue to maintain the lease by paying the shut-in 011 or gas royalty shell cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the mari<et value or producuon from the well causing 
the drainage or which is completed 1n the same producing reservoir and within one thousand (1 ,000) feet of the leased premises The compensatory 
royalty 1s to be paid monthly, one-half (1/2) to the Commissioner of the General Lond Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oll or gas is produced from the well causing the drainage or that 1s completed in the 
same produelng reservoir and located within one thousand (1 ,000) feel of the leased premises If the compensatory royalty paid in any 12-month penod 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-monlh penod Compensatory royalty payments which are not timely paid Wiii accrue penalty and interest In accordance W1th Paragraph 9 of this 
lease None of these provisions will relieve Lessee of the obllgatJon of reasonable development nor the obligation to dnll offset wells as provided in 
Texas Natural Resources Code 52 173, however, at the determmallon of the Commissioner, and with the Commissioner's wntten approval, the payment 
of compensatory royalties can sa tisfy the obligation to dnll offset wells 

16. RETAINED ACREAGE. Notwithstanding any prov1s1on or this lease to the contrary, ofter a well produe1ng or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence or o reasonably prudent operator In dnlling such addit ional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term rt shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producmg in paying quantrt1es and 320 acres 
surrounding each gas v,.oell capable of producing In paying quantrt1es (including a shut-In 011 or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee 1s then engaged in continuous dnlhng or rewo11ung operations, or (2) the number of aaes included 1n a produc,ng pooled unrt 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for productJon 
purposes to a proraUon unit for each such produc,ng well under the rules and regulations of the Railroad Commission of Texas, or any sua:essor 
agency, or other governmental authonty having 1unsdlct1on If at any time after the effective date of the partial termination prov1si0ns hereof, the 
applicable field rules are changed or the well or wells localed thereon are reclassified so that less acreage IS thereafter allocated to said well or wells for 
production purposes, this lease shell thereupon terminate as to all ecn,age not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination o f this lease as lo a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nghl of Ingress 
lo and egress from the lands still subject to this lease for al l~ ~ • s d • li:n Pare • ph 1 hereof, together With easements and nghts-of-wey for 
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existing roads, existing pipelines and other existing faclht1es on, over and across all the lands described In Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the galhenng or transportation of oil. gas and other minerals produced from the retained lands 

(B) HORIZONTAL. In the event this lease Is in force and effect two (2) years after the exp1rat1on date of the pnmory or extended term it shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained In 
Paragraph 16 (A) above. unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof) If such amount Is paid, this lease shall be In force and effect as to 
such deeper depths. and said termination shall be delayed for an addit,onol period of two (2) years end so long thereafter as oil or gas ,s produced in 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage reta ined hereunder as to each well shall. as nearly as practical, be in the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office Wrthln 
th irty (30) days after partlal termlnat,on of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal descnption of the acreage and/or depths not retained hereunder The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the fi ling fee prescnbed by the General Land Office rules ,n effect on the date the release ,s filed If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole d1screllon may designate by wntt.en instrument the acreage and/or depths to be released hereunder and record such 
instrument al 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 
daslgnalion shall be binding upon Lessee for all purposes 

17. OFFSET W ELLS. Nerther the bonus, delay rentals, nor royalties pa d, or to be paid, under this lease shall relieve Lessee of h,s obligation 
to protect the oil and gas under the above-described land from being drained Lessee, sublessee, receiver or other agent In control of the leased 
premises shall dnll as many wells as the facts may Justify and shall use appropriate means and dnll to a depth necessary to prevent undue drainage of 
oil end gos from the leased premises In addition, rt oil and/or gas should be produced in commercial quanl1ltes within 1,000 feet of the leased premises, 
or In any case where the leased premises ,s being drained by production of 011 or gas, the Lessee, sublessee, recerver or other agent in control of the 
leased premises shall in good faith begin the dnlling of a well or wells upon the leased premises wrthin 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dnlling with (11hgence 
Failure to sabsfy the statutory offset obligation may subject thtS lease and the owner or the soil's agency nghls to rorterture Only upon the determination 
of the Commissioner o f the General Land Office and with his wntt.en approval may the payment of compensatory royalty under applicable statutory 
porameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying w1lh any express or Implied covenant of this lease, 
from conducting dnlling operations on the leased premises, or from producing 011 or gas from the leased prem1Ses by reason of war. rebellion, riots, 
stnkes, acts of God, or any vahd order, rule or regulation of government authonty, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, addltlonally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises However, nothing in thtS paragraph shall suspend the payment of delay rentals in order to maintain th11 lease In effect dunng the pnmary term 
in the absence of such dnlling or reworking operollons or production of 011 or gas 

19 . WARRANTY CLAUSE. The owner of the soil warronts and agrees to defend U\le to the leased premtSes If the owner of the soil defsults 
In payments owed on the leased premises, then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased prem1Ses If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the en!Jre undivided surface estate in the above 
descnbed land, whether or not Lessee's interest 1s specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shan 
be paid to him in the proportion which his interest bears to the entire undrvided surface estate and the royolt1es and rental herein provided to be paid lo 
the Commissioner or the General Land Office or the State of Texss shall be likewise proportionately reduced However, before Lessee adJusts the 
roya lty or rental due to the Commissioner of the General Land Office, Lessee or his authonzed representabve must submit to the Commissioner of the 
General Land Office o wntten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paid the value of the whole production allocable lo any undivided 
Interest not covered by a lease, less the proportionote development and production cost allocable to such undivided Interest However, ,n no event shall 
the Commissioner or the General Land Office receive as a royalty on the gross production allocable to the undivided Interest not leased an amount less 
thon the value of one-sixteenth (1 /16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portion of the land covered by this lease is included wrthin the bQundanes 
of a pooled unrt that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52 151-52.154, or tr, at ony time after the expiration or the pnmary term or the extended term, this lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the pnmary term shall be 
calculated based upon the number of acres outside the boundaries ol a pooled unit, or, \f after the expiration of the pnmary term, the number of acres 
actually retained and covered by this lease 

21. USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under this lease except waler 
from wells or tanks of the owner of the soil, provided, however, Lessee shell not use potable water or water surtable for livestock or 1mgatron purposes 
for waterflood operallons without the pnor consent of the owner of the soil 

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

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

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than five hundred (500) feet to any house or barn now on said premises without 

the wntten 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 oll proper safeguards to prevent pollution Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of containment 
facilit ies sufficient lo prevent spillage, seepage or ground waler contamination In the event of pollution, Lessee shall use all means at tis disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to pubhc and pnvate properties Lessee shall build and 
maintain fences around rts slush, sump, and drainage prts ond tank battenes so as to protect livestock against loss, damage or 1n1ury, and upon 
complellon or abandonment of any well or wells, Lessee shall flll and level all slush pits and cellars and completely dean up the dnlling site of 1111 rubbish 
thereon Lessee shall, while conducting operations on the leased prem1Ses, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near tis ongmal condition and contours as is pracllcable Tanks and 
equipment will be kepi painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hml\atlons in this paragraph, Lessee shall have the nghl to remove machinery and fixtur,s placed 
by Lessee on the leased premises, Including the nght to draw and remove casing, Within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod However, Lessee may not remove casing from 
any well capable of producing 011 and gas In paying quantities Addlltonally, Lessee may not draw and remove casing until after thirty (30) days wntt.en 
notice to the Comm1SSloner 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 bmely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained m this paragraph and Paragraph 29 of this lease. the nghts and estates of either 
party to this lease may be assigned, In whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devlsees, legal 
representatives, successors and assigns However, a change or d1v1sion In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, pnvrleges and estates of Lessee, mpair the effedlveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee And no change or d1v1sion In ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
ofter the owner of the soil (or his heirs, dev1sees, legal representatives or assigns) furnishes the Lessee with satisfactory wntten evidence of the change 
In ownership, Including the onginal recorded muniments of title (or a certJfied copy of such original) when the ownership changed because of a 
conveyance A total or partial assignment of lhlS lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obhgatlons under this lease If this lease Is assigned in its entJrety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ralebly, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are tmely paid or tendered, however, 1f the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and be subject to all obligations, llab1hlles, and penalties owed to the Stille by the 
original lessee or any prior assignee or the leose, including ony llab1hties to the State for unpaid royolltes 

(B) ASSIGNMENT LIMITATION. Notwithstanding ony prov1s1on in Paragraph 27(a), rf the owner of the soil acquires this lease In whole or m 
part by assignment without the prior wntten approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated es if It were mode to the owner of the soil 1f the 

assignee Is· 
(1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary In which the owner of the soil ls a prtnctpal stoekholoer or Is an employee of such a corporation or subsidiary, 
(3) e partnership in which the owner of the soil ls a partner or Is en employee of such a partnership, 
(4) e principal stockholder or employee of the corporation which Is the owner of the soil, 
(5) a partner or employee in a partnership which Is the owner of the soil, 
(6) a fiduciary for the owner of the soil, Including but not lm1ted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the sell, or 
(7) a family member of the owner of the soil or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased prem1Ses, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered If any part of this lease is property surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately pnor to such surrender. however, such release will not reheve Lessee of any hab1lit1es which may have accrued under this lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any port of this lease 1s assigned or released, such assignment or release must be 
recorded in the county where the lend is situated, and the recorded instrument. or a copy of the recorded Instrument cerllfled by the County Clerk of the 
county in which the instrument is recorded, must be filed 1n the General Land Office within 90 days of the last execullon date accompanied by the 
prescnbed fihng fee If ony such assignment tS not so filed, the nghts acquired under lhlS lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been Included ln this Instrument, 
including the statement of the true considerallon to be paid for the execution of this lease and the nghts and duties of the parties Any collateral 
agreements concerning the development of 011 and gas from the leased premises which are not contained In thtS lease render thtS lease 1nvahd 

31. FIDUCIARY DUTY. The owner of the soil owes the Slate a fiduciary duty and must fully disclose any facts affect.mg the State's interest In 
the leased premises When the interests of the owner of the ao1t confld wrth those of the State, the owner of the aOll IS obligated lo put the State's 
interests before his personal interests 

32. FORFEITURE. If Lessee shell fail or refuse to make the payment of any sum within thirty days after it becomes due, or If Lessee or an 
outhonzed agent should knowingly make any false return or false report concerning production or dnlling, or rf Lessee shall fail or refuse to dnll any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Comm1Ssioner of the General Land Office, or 1f Lessee 
should fail to file reports In the manner required by law or fail to comply with rules and regulations promulgated by the General Land Offioe. the School 
Land Board, or the Railroad Commission, or rf Le e ould proper.authority access to the records pertaining to operations or 1f Lessee or 
an authonzed agent should knowingly fall or ref • to : 1 • allon C> the proper authority, or knowingly fall or refuse to furnish the General 
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Land Office o correct log of any well, or if Lessee shall knowingly violate any of the matenol prov1s1ons of this lease, or ,r this lease 1s assigned and the 
assignment is not filed in the General Land Office as required by law, the nghts acquired under this lease shall be subJecl to forfeiture by the 
Commissioner, end he shall forfeit. same when sufficiently informed of the facts which aulhonze a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by opera!Jon or law or by reason of any special hmlt.allon ansing hereunder Forfeitures may be set aside and this lease and all nghls thereunder 
reinstated before the rights or another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance wtlh 
the prov1s1ons of the law and of this lease and the rules end regulations thet mey be adopted relahve hereto 

33. LIEN. In accordance With Te,cas Natural Resources Code 52 136, the Stale shall have a first hen upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State. in addition t.o the lien provided by Tex.as Natural Resources Code 52 136 and any other applicable st.olutofy hen, an 
express contractual hen on and security interest In all leased minerals In and e>Ctracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds ore held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used In connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of thlS lease, whether express or 1mphed This hen and secunty interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap 9 or the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
e,cecule and record such instruments us may be reasonably necessary to acknowledge, attach or perfect thlS hen Lessee hereby represents that there 
are no pnor or supenor hens ans1ng from and rela!Jng to Lessee's actrv,Ues upon the above-descnbed property or from Lessee's acqu1511Jon of this lease 
Should the Commissioner at any !Jme determine that thlS representation Is not true, then the Comm1Ssloner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee Is hereby granted the nght to pool or unittze the royalty Interest of the owner or the soil under this lease with any other 
leasehold or mineral Interest for the explora!Jon, development and production of 011 or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Off,ce for the pooling or unitizing of the Interest of the Slate under this lease 
pursuant to Texas Natural Resources Code 52.151-52154 The owner or the soil agrees that the inclusion of this prov1s1on in this lease satisfies the 
e,cecutlon requirements stated in Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests. invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
or every nature, or other harm, including environmental harm, for which recovery of damages 1s sought, including, but not lmited to, all losses and 
expenses which are caused by the act1v1t1es or Lessee. Its officers, employees, and agents ans1ng out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the lerms or provisions of thlS 
Agreement, or by any other negligent or strictly llable act or omission of Lessee. Further, Lessee hereby agrees to be liable tor, exonerate, Indemnify. 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, liob1htles. losses, damages, ac!Jons, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict habihty, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply With ony end all environmental laws, those ansmg 
from or In any way related to Lessee's operations or any other of Lessee's ecbv1t1es on the leased premises, those ansing from Lessee's use of the 
surface or the leased premises, and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions or this Agreement 
or any other act or omission of Lessee, ,ts directors, officers, employees, partners. agents, contractors, subcontractors, guests, invitees, and their 
respec!Jve successors and assigns Each assignee of this Agreement, or an interest therein, agrees lo be liable for. exonerate, indemnify, defend and 
hold harmless lhe Stale of Texas and the owner of the soil, their offk:ers, employees, and agents in the some manner provided above 1n connection with 
the actJv1ties of LeHee, its officers , employees, and agents as descnbed obove. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANOIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), W HETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards lo prevent contamination or 
pollution of any environmental medium, including sod, surface waters, groundwater. sediments, and surface or subsurface strata, ambient air or any 
other en111ronmental medium In, on, or under, the leased premises, by any waste, pollutant. or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing materials, explosives, to,cic matenals, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (us the term "Hazardous Substance· is defined In the Comprehensive Environmental Response, Compensation and Llabihty Act 
(CERCLA), 42 U SC Sections 9601, et seq), or to>Clc substances under any federal, state, or local law or regulation ("Hazardous Materials"). e>CCept 
ordinary products commonly used In connection with oil and gas e,cploralion and development operations and stored in the usual manner and quanhlles 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CO NSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, ANO COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR A.RISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP , REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR A BOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW . THIS INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABIUlY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS W HICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provisions of Te,cas Natural Resources Code 52 171 through 52.190, commonly 
known as the Rehnquishment Act, ond other apphu ble tatut a endme ts thereto. and rf any provision in this lease does not conform to these 
statutes, the statutes will prevail over any nonco rml • ~ ase 1si r1s • . . . . . . . . 

• • • • • • • . . .. 
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38. EXECUTION. This oil and gas lease must be Signed and acknowledged by the Lessee before 1t 1s filed of record in the county 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 satisfied, lhe effective date 
of this lease shall be the dole found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of lhe Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Cler1( In any county In Which all or any pan or lhe leased premises Is located, and certified copies thereof must be flied In the General Land 
Office This lease Is not effective unl1I a certified copy of this lease (which Is made and cerllfted by lhe County Clerk from his records) is filed in the 
General Land Office In accordance with Texas Natural Resources Code 52.183 Addrtionally, this lease shall not be binding upon the Slate unless It 
recites the adual and true consideration paid or promised for execution of this lease The bonus due the Stale and the prescnbed filing fee shall 
accompany such certrfled copy to lhe General Land Office 

TE OFT ' 

By 
lnd1v1duolly and ns agent for the Staie ofTe:-.ns 
llerbert Bay II 
fAX JDNO 
DAIL. 

T TEOF TE ' 

STA TE OF TEXAS 

COUNTY OF DALLAS 

STATE OF NEW MEXICO 

COUNTY OF )) CJ rJ (I 

Pl:.lllO-IIUNf L.L C 

~~ / 
By Bruce Hunt , Presiden( ..J+1 

Date ~f J!::/o.r _ _ uJ' ~ 

fAX ID NO 
DA TI- -,i/--=-:( $-, t:)_ 5" 

(CORPORA TE ACKNOWLEDGMENT) 

Notary Public in and for STA TE of TEXAS 

(INDIVIDUAL ACKNOWLEDGMENn 

BEFORE ME, the undersigned authonty, on this day personally appeared Herbert Bays II known to me to be the person whose name 1s 

subscnbed to lhe foregoing instrument, and acknowledged to me that he executed the same for the purposes and consideralJon therein expres11ed 

Given under my hand and seal of office this lhe ~ J' day of /} e .C. 1 /..J , 2005 

.. . ... . . . • . • . . .. • . • • 
Ol!PI -'•: . • . • • . 

... . 
• . . . 

• . . 
• . . .. 

Notary Pubhc tn and for STATE of NEW MEXICO 

CfACIAl SEAL 
l.Jl-:i)A SCH,'WBlE 
NOTARY PW.JC · STATE OF NEW MEXXX> 

My c:onvnicsbl expn. j-~ ~ 7· 0 9 



XHIBIT ' ' 

This Addendum is attached to and made a pan of Oil and Gas Lease, dated April 
19, 2005 by and between Herbert Bays, II, individually and as Agent for the tale of 
Texas, as Lessor, and Petro-Hunt L.L.C., as Lessee. 

AMENDED DELAYED RENTAL PROVISION 

As to any rentals that may be paid on or before the 1•
1
, 2nc1 and 4

111 
anniversary date, the 

total rental shall be payable in the amount of $21 .72, and except that 1f delay rentals are paid on 
or before the 3n1 anniversary date, the total rental shall be payable in the amount of $542.98 . 

. . .. ... . . • • • • . • • • .. . . . . . . . . . . • • • • • • . . . .. OEPVTY 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and foregoing is a full, lnJe and correct photographic copy or the 
original record now in my lawful custody and possession, as lhe same is 
filed/recorded in the Records of my office, found 
in VOL __ PAGE __ . 

I hereby certified on ______ _ 

LINDA McDONALD, COUNTY & OISTIIICT CLERK 
CULBERSON COUNTY, TEXAS 

BY __________ DEPUTV 

\ 
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Revised, September 1997 
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Notice of Confidentlallty Rights : If you are a natural person, you may remove or s trike any of tho fo llowing Information from 
this Ins trument before it is med for record In tho public records: your social security number or your driver's license number. 

£Tustin, 'filexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 19th day of Apnl ~ , between the State of Texas, acting 

by and through ,ts agent, 

(Give Permanent Address) 

_G=a ..... 11 ... e"'a.vs ....... c""'u""'n ..... n ... 1n .. g..._ha...,m...._ .... 1n.,.c1 .. 1v..,1d:..:Uc:a""lly.._ __ of 1415 Rayos Deluna, Las Cruces, NM 88005 

said agent herein referred to as the owner of the soil (whether one or more) , end 

or 1601 Elm. Suite 3400. Dallas. TX 75201 

(Give Permanent Address) 

Petro-Hunt L.L C 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pa id, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases ond lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing 011 and gas, laying pipe lines, building tanks, stonng 011 ond building power 
staltons, telephone lines and other structures thereon, lo produce, save, lake care of. treat and transport sa id products of the lease. the following lands 
situated In Culbe[}on County, State of Texas, to-wit 

T&P RR Co Survey, Block 61 , Township 2, Section 10 The South half, or (347 5 acres. more or less) 
Section 16 All, or (695 acres. more or less) 

containing ~1~,9~4=2~5~--- acres, more or less The bonus cons1deralton patd for this lease ts as follows 

To the State orTexas F1ve hundred forty-two and 97/100 

Dollars ($542,97 l 

To the owner of the SOii F,ve hundred forty-two and 971100 

Dollars ($542 97 l 

Total bonus cons1derot1on One thousand eighty-five and 941100 

Dollars (S ..... 1...,..0 .... 8,._5.,.9 ..... 4 ______ ~ 

The total bonus consideration paid represents a bonus of LF.!!.lfluv:..Jai!J.n~dwn~oa./~1 OIL(JOt..:'sL..-_________________________ _ 

---------------- Dollars (S,,_50"'._,._00,.__ ____ _,l per acre, on 21 .71874965 net acres 

2. TERM. SubJect to the other provisions 1n this lease, this lease shall be for a term of Five (5l years from this date (herein 
called ' primary term') and as long thereafter as 011 and gas, or either of them. ,s produced in paying quanltt1es from said land As used 1n this lease. the 
term ' produced In paying quant11tes' means that the receipts from the sale or o ther authonzed commercial use of the substance(sl covered exceed out 
or pocket operational expenses for the six months last past 



.... 
3. DELAY RENTALS. If no well 1s commenced on the leased pre i n ~ b e e:(1l yh r from this date, this lease shall ten111nete, . . . . . 

unless on or before such anniversary date Lessee shall pay or tender to the owllet of the 011 10 hts ed1~ he _ ___________ _ . .. . . . 
at---------------- ------------------------ - - - - - - -----~ 

or ,ts successors (which shall contmue as the depostlory regaroless of changes m the ownership of said land). the amount specdied below, m add1t1on. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAN D OFFICE OF THE STATE OF TEXAS, AT AUSTIN TEXAS, a hke sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the pnv1lege of defemng the commencement of a well for 
one ( 1) year from said date Payments under Lhrs paragraph shall be m the following amounts 

To the owner of the soil .,_T.,.en1.1...1:a.un.._d..,.8cx61'-'1'-"0"'0'---------------- --------- - --­

Dollers (S..,_1"-""------------------------------' 

TotheS~teof Texas ~T.,.e.un~p~n.,.d..,.8"'61~1~00"'---------------------------~ 

Dollars ~<S.__1..,.0_.8..,.6 _ _ _ 

Total Delay Rental Twenty-one and 721100 

Dollars (S . .,.2..._1.w72..___ ___ _ _) 

In a hke manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successrve penods of one (1) 
year each dunng the pnmary term All payments or tenders of rental to the owner of the sotl may be made by check or Sight draft of Lessee. or any 
assignee of this lease. and may be delivered on or before the rental paying date If the bank designated 1n lhts paragraph (or its successor ban ) should 
cease to exist, suspend business, liquidate, fall or be succeeded by another bank, or for any reason fai l or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days otter the owner of the s0tl shall delrver to Lessee a proper 
recoroable instrument naming another bank as agent to receive such payments or lenders 

4. PRODUCTION ROYALTIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half ( 112) of the royalty 
provided form Lh1s lease to the Comm1sS1oner of the General Land Office of the Stale of Texas. at Austin, Texas, and one-half (112) of such royalty to the 
owner of the sotl 

(A) OIL. Royalty payable on oil, which ,s defined as including all hydrocarbons produced m a ltqutd form at the mouth of the well and also as 
all condensate, distillate, and other ltqutd hydrocarbons recovered from 011 or gas run through a separator or other equipment, as hereinafter provided 
shall be 1(5 part of the gross produd1on or lhe market value thereof, at the option of the owner of the soil or the CommtsSloner of the General 
Land Office, such value to be determmed by 1) the highest posted pnce, plus premium, tf any, offered or paid for 011, condensate, distillate, or other liqutd 
hydrocarbons, respectively, of a hke type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever 1s the greater Lessee agrees that before 
any gas produced from the leased premises ,s sold, used or processed m a plant, 11 will be run free of cost to the royalty owners through an adequate oll 
and gos separator of conventional type, or other equipment at least as elfteienl, so that all hquld hydrocarbons recoverable from the gas by such means 
will be recovered The reqUtrement that such gas be run through a separator or other equipment may be waived. m wnting, by the royalty owners upon 
such terms and condrt1ons as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which 1s defined os all hydrocarbons and gaseous substances not 
defined as oil m subparagraph (A) above. produced from any well on said land (except as provided herem with respect to gas processed In a plant for 
the extraction of gasoline, hquid hydrocarbons or other produds) shall be 1/5 port of the gross production or the market value thereof, at the 
option of the owner of the soil or the Comm1ss1oner of the General Land Office, such value lo be based on the highest market pnce paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base m measuring the gas under this lease shall not at any lime exceed 14 65 pounds per square inch absolute, 
and the slandaro base ~mperature shall be sixty (60) degrees Fahrenheit, corredlon to be mode for pressure accoromg to Boyte's Law, and for specific 
gravity occoromg to tests made by the Balance Method or by lhe most approved method of testing being used by the industry at the Ume of testmg 

(C) PROCESSED GAS. Royalty on any gas processed tn a gasohne plant or other plant for the recovery of gasoline or other ltqutd 
hydrocarbons shall be 1/5 part of the residue gos and the ltquld hydrocarbons extracted or the market value thereof, DI the opllon of the owner 
of the soil or the Comm1ss1oner of the General Land Office All royalties due hercm shall be based on one hundred percent (100%) of the total plant 
production or residue gas altnbuloble to gas produced from this lease, and on fifty percent (50°.4) or that percent accruing to Lessee, whichever 1s the 
greater, of the total plant productJOn of hquid hydrocarbons attnbut.oble to the gos produced from this lease, provided that 1f hqutd hydrocarbons are 
recovered from gas processed m a plant 1n which Lessee (or its parent, subsidiary or affiliate) owns an interest. then the percentage appltcable to hqu1d 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a th1ro party processing gas through such plant under a processing 
agreement negotiated DI rm'a length (or 11 there IS no such third party, the highest percent then bemg specified 1n processing agreements or contracts In 
the industry), whichever 1s the greater The respective royalties on residue gas and on hquld hydrocarbons shall be determmed by 1) the highest market 
pnce paid or offered for any gos (or hquid hydrocarbons) of comparable qualrty In the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of hqu1d hydrocarbons), whichever 1s the greater In no event, however, shall 
the royalUes payable under this paragraph be less than the royalties which would have been due hod the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "cas,nghead," "dry," or any other gas. by frad1onaUng , bummg or any other processing shall be 115 part of 
the gross production of such produds, or the market value thereof, at the option of the owner of the soil or the Comm1sstoner of the General Land Office, 
such market value lo be de1erm1ned as follows 1) on the basis of the highest market pnce of each produd for the same month ,n which such product IS 

produced, or 2) on the basis of the overage gross sale pnce of each product for the same month m which such products are produced, whichever 1s the 
greater 



. . . . ... 
5. MINIMUM ROYAL TY. Ounng any year after the expiration of the prwn terwr of ttic; leQsit iCthi Jease 1s maintained by production, the 

royalties paid under this lease in no event shall be less than an amount equal to v,• oral a..nualzlelay ri,nOil he~ m provided, otherwise, there shall be 
due and payable on or before the last day of the month succeed mg the annrvers4ry ti ate .,~ii ease a s!lm ~ al to the total annual rent.al less the 
amount of royalties paid during the preceding year If Paragraph 3 of this lease does not specify a delay renta l amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYA L TY IN KIND. Notwithstanding any other prov1s1on m this lease, at any time or from ume to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than suety (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commissioner of the General 
Land Office's nght to lake its royalty 1n kind shall not d1m1n1sh or negate the owner of the soil's or the Comm1ss1oner of the General Land Office's rights 
or Lessee's obllgallons, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (Including those paid m kind) shall be without deduction for 
the cost of producing, gathenng, stonng, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the 011, gas and 
other products hereunder ready for sale or use Lessee agrees lo compute and pay royallles on the gross value received, including any reimbursements 
for severance taxes and produelion 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 Notw1thstand1ng any other prov1s1on of this lease, and subject to the wntten consent of 
the owner of the soil and the Comm1ss1oner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injection Into any oll or gas producmg formation undertymg the leased premises alter the liquid hydrocarbons contained m the gas have been removed, 
no royalties shall be payable on the recycled gas until 1t 1s produced and sold or used by Lessee m a manner which entitles the royalty owners to a 
royalty under this lease 

9. ROYAL TY PAYMENTS ANO REPORTS. All royalties not taken in kind shall be paid to the Comm1ss1oner of the General Land Office at 
Austin, Texas, in the following manner 

Payment of royalty on production of 011 and gas shall be as provided m the rules set forth 1n the Texas Register Rules currently provide that royalty on 011 
is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of productJon, and royalty 
on gas 1s due and must be recerved m the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authortzed agent, completed in the form and manner prescribed by the General L..lnd Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the 011 and gas, together with a copy of all documents, 
records or reports confirming the gross produC11on. disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas Imes or gas storage, and any other reports or records 
which the General Land Office may require to venfy lhe gross production, d1spos1t1on and market value In all cases the authonty of a manager or agent 
lo act for the L~see herein must be filed 1n the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25 00, whichever 1s 
grealer A royalty payment which Is over thirty (30) days lale shall accrue a penalty of 10% of the royalty due or $25 00 whichever 1s greater In addition 
to a penalty, royalties shall accrue interest at a rate of 12°4 per year; such interest will begin to accrue when the royalty 1s s1x1y (60) days overdue 
Affidavits and supporting documents which are nol filed when due shall incur a penalty m an amounl set by the General Land Office admlmstratJve rule 
which Is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all respons1b11ity for paymg or causing 
royalties to be paid as prescnbed by the due dale provided herein Payment of the delinquency penalty shall m no way operate to proh1b1t the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due The above penalty provisions shall not apply In 
cases of title dispule as to the State's portion of the royalty or to that portion or the royalty m d1Spule as to fair markel value 

10. (A) RESERVES, CONTRACTS ANO OTHER RECORDS. Lessee shall annually furnish the Comm1ss1oner of the General Land Office 
with its best possible estlmale or oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Comm1ss1oner wrth copies of 
all contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts w1lhm thirty (30) days after 
enlenng into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held m confidence by lhe General Land Office unless otherwise authorized by Lessee All other contraels and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, Including the books and accounts, receipts and discharges of all wells, 
tanks, pools. meters, and pipelines shall at all limes be subject to 1nspect1on and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(8) PERMITS, DRILLING RECORDS. Wntten notice of all operations on this lease shall be submitted to lhe Comm1ss1oner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land Office shall include copies or Railroad Commission forms for application to dnll Copies of well tests, 
complelion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission All 
apphcalions. permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted lo the Texas 
Railroad Commission or any olher governmental agency shall include the word "State• in the title Addrt1onally, m accordance with Railroad Comm1ss1on 
rules , any s1gnage on the leased premises for the purpose of idenllfymg wells, lank battenes 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, cutllngs and cores, or other 
Information relative to the operation of the above-described premises, which may be requested by the General Land Office, m add1llon to those herein 
expressly provided for Lessee shall have an electncal and/or radioactivity survey made on the bore--hole section, from the base of the surface casing to 
the Iota! depth of well, of all wells drilled on the above descnbed premises and shall transmit a lrue copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not filed m the General Land Office when 
due The penalty for Isle filing shall be set by the General Land Office adm1nlslra11ve rule which is effective on the date when the matenals were due m 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and pnor to discovery and 
production or 011 or gas on said land, Lessee should dnll a dry hole or holes thereon, or if during the pnmary term hereof and alter the discovery and 
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actual produd1on of oil or gas from the leased premises such production thereol,sholM cea • frprr( a~ h use, this lease shall not tem,inate If on or 
before the expiration of sixty (60) days from date or completion of said dry t or ce • otJoo of prOdi%ct1on:Lessee commences add11tonal dnlhng or 
reworking operatJons thereon, or pays or tenders the next annual delay rental ,n'i.i~ sami::1111 M r as p v, 1n thlS lease If, dunng the last year of the 
primary tern, or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's nghls shall remain in full force and effect without further operations untJI the expiration of the pnmary tern,, and if Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain lhls lease by conducting additional dnlllng or reworking 
operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well drilled on the above descnbed land be completed as a shut-in 011 or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the exp1rat1on of suety (60) 
days from the dale of completion of such shut-In 011 or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at lhe 
expiration of the primary term or any lime thereafter a shut-in 011 or gas well es located on the leased premeses, payments may be made in accordance 
with the shut-in prov1s1ons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the pnmary tern,, nerther 011 nor gas 1s being 
produced on said land, but Lessee ,s then engaged in dnlling or reworking operations thereon, this lease shall remain in force so long as operatJons on 
said well or for dnlllng or reworking or any additional wells are prosecuted ,n good faith and In workmanlike manner without inlerrupt1ons totaling more 
than suety (60) days during any one such operation, and tf they result in the production of oil and/or gas, so long thereafter as o,I and/or gas ,s produced 
1n paying quantrt1es from said land, or payment of shut-In 011 or gas well royalties or compensatory royalties ,s made as provided m this lease 

1 J . CESSATION, DRILLING, AND REWORKING. If, after the expiration or the pnmary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences add1t1onal dnlling or reworking 
operations within sixty (60) days after such cessot1on, and this lease shall remain In full force and effect for so long as such operations continue In good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days If such dnlhng or reworking operations result In the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas rs produced from the leased premtSes ,n paying quantJIJes or payment 
or shut-In oil or gas well royalties or payment of compensatory royalties ls made as provided herein or as provided by law If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate ,r the Lessee commences addltJonal dnll1ng or reworking 
operations w ithin sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations In good faith and in a workmanlike manner without interruptions totaling more than srxty (60) days Lessee shall grve wntten notice 
to the General Land Office within thirty (30) days or any cessation or production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having Jurisdiction over the production of 011 and gas If, at any time after the expiration of the primary term of a lease that, unlll being shut 1n, was being 
maintained in force and effed, a well capable of producmg 011 or gas in paying quanl1t1es is located on the leased premises, but 011 or gas is not being 
produced for lack of suitable production fac1lrt1es or lack of a surtable markel, then Lessee may pay as a shut-in 011 or gas royalty an amount equal to 
double the annual rental provided ,n the lease, but not less than $1 ,200 a year for each well capable of producmg oil or gas In paying quantrt1es If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effectJve, each 1nrt1al shut-in 011 or gas royalty must be paid on or before (1) the expiration or the pnmary term, (2) 60 days alter 
the Lessee ceases lo produce oll or gas from the leased premises, or (3) 60 days after Lessee completes a dnlhng or reworking aperat1on in accordance 
with the lease provisions, whichever date Is latest Such payment shall be made one-half (112) to the Comm1ss1oner of the General Land Office and one­
half (112) to the owner of the soil If the shut-In 011 or gas royalty is paid, the lease shall be conStdered to be a producing lease and the payment shall 
extend lhe lerm of the lease for a penod of one year from the end of the pnmary term, or from the first day of the month follow,ng the month In which 
production ceased, and, after that, if no suitable production fac1ht1es or suitable market for the 011 or gas ex1Sls, Lessee may extend the lease for four 
m ore successive periods of one (1) year by paying the same amount each year on or before the exp1rat1on of each shut-in year 

15. COMPENSATORY ROYALTIES. If, during the penod the lease 1s kept In effect by payment of the shut-in 011 or gas royalty, oil or gas is 
sold and dehvered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premLSes and completed in the same producmg 
reservoir, or in any case in which drainage 1s occumng, the nghl to contmue lo maintain the lease by paying the shut-in 011 or gas royalty shall cease, but 
the lease shall rema in effective for the remainder or the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand ( 1,000) feet or the leased premises The compensatory 
royalty Is to be paid monthly, one-ha lf (112) to the Commissioner or the General Land Office and one-half (112) 10 the owner of the soil, beginning on or 
before the last day of the month following the month in which the 011 or gas 1s produced from the well causing the drainage or !hat Is completed In the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises If the compensatory royalty paid in any 12-month penod 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Parograph 9 or this 
lease None of these provisions will relieve Lessee of the obllgatlon of reasonable development nor the obligallon to drill offset wells as provided In 
Texas Natural Resources Code 52 173, however, al the determination of the Commissioner, and with the Commissioner's wntten approval, the payment 
of compensatory royalties can satisfy the obhgat,on to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any prov1s1on of thlS lease to the contrary, after a well producing or capable of producing 011 or 
gas has been completed on the leased premises, Lessee shall exercise the d iligence of a reasonably prudent operator 1n dnlling such addtt1onal well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL. In the event this lease 1s in force and effect two (2) years after the expiration date of the primary or extended term rt shall then 
terminate as lo all of the leased premises, EXCEPT (1) 40 acres surrounding each 011 well capable of producmg m paying quantJlles and 320 acres 
surrounding each gas well capable of producing in paying quanlrt1es (including a shut-in 011 or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee ,s then engaged in continuous drilhng or reworking operaltons, or (2) the number of acres included ,n a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151 -52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Comm1ss1on of Texas, or any successor 
agency, or other governmental authonty having Junsd1ct1on If at any time after the effective date of the partial tem,malton provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage 1s thereafter allocated to said well or wells for 
production purposes. this lease shall thereupon terminate as lo all acreage not thereafter allocated to said well or wells for production purposes 
Notw1lhstand1ng the terminalton of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght or Ingress 
lo and egress from the lands still subject to this lease for all purposes descnbed 1n Paragraph 1 hereof, together with easements and nghts-of-way for 
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ex1st1ng roads, existing pipelines and other existing facilities on, over and aero •a11 the ~ii,d ~ scpbt d ~ ~;~graph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of .n.~ a·s and oth; r min~ al) pr ced from the retained lands ·. .:. ... . .. 

(B) HORIZONTAL. In the event this lease 1s In force and effect two (2) years after the expiration date of the primary or extended term It shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter ·deeper depths") in each well located on acreage rstained 1n 
Paragroph 16 (A) above, unless on orb fore two (2) years ofter the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof) If such amount Is paid, this lease shall be 1n force and effed as to 
such deeper depths, and said termination sholl be delayed for an additional penod of two (2) years and so long thereafter as 011 or gas ts produced 1n 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearly as pract1cal, be in the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Comm1ss1oner of the General Land Office Within 
thirty (30) days after partial termlnatlon or this lease as provided herein. Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder The recorded release. or e certified copy of same, shalt be filed In th11 General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules In effect on the date the release ts filed If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole d1scret1on may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense 1n the county or counties where the lease 1s located and in the official records or the General Land Office and such 
designation shalt be binding upon Lessee for alt purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee or his obligation 
to protect the oll and gas under the abov8'1escrtbed land from being drained Lessee, sublessee, receiver or other agent 1n control of the leased 
premises shall dnll as many wells as the facts may Justify end shall use appropriate means and dnll to a depth necessary to prevent undue drainage of 
oll and gas from the leased premises In addition. rt oil end/or gas should be produced In commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises Is being drained by production of oil or gas, the Lessee. sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the dnlllng of a well or wells upon the leased premises within 100 days after the drmning well or wells or the 
well or wells completed within 1,000 feet of tho leased premises start producing in commercial quantities and shall prosecute such dnlhng with 1l1hgence 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forferture Onty upon the determination 
or the Commissioner or the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obhgat1on to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If. after a good faith effort. Lessee is prevented from complying with any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing 011 or gas from the leased premises by reason of war, rebellion, nots, 
stnkes. acts of God, or any valid order, rule or regulation of government authonty. then while so prevented, Lessee's obhgahon to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, 11ddlllon11lly, this lease shall be 
extended while Lessee 1s prevented, by any such cause, from conducting drltling and reworking operations or from producing 011 or gas from the leased 
premises However, nothing in this paragraph shall suspend the payment of delay rentals 1n order to ma1nta1n this lease in effect dunng the pnmary term 
in the absence or such drilling or rewor111ng operations or production or 011 or gas 

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

20. (Al PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire und1v1ded surface estate in the above 
descnbed land, whether or not Lessee's Interest Is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his Interest bears to the entire und1v1ded surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced However. before Lessee acl)usts lhe 
royalty or rental due to the Commissioner of the General Land Offtc:e, Lessee or his author12ed representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Commissioner or the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such und1v1ded interest However, In no event shall 
the Commissioner of the General Land Office receive as a royalty on the gro" production allocable to the undivided interest not leased an amount less 
than the va lue of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease lS included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil 1n accordance with Natural Resources Code Sections 
52 151-52 154, or If. at any lime after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number or acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease dunng the pnmary term shall be 
calculated based upon the number or acres outside the boundaries of a pooled unit, or, If after the expiration of the primary term. the number of acres 
actually retained and covered by this lease 

21. USE OF WATER. Lessee shall have the nght to use water produced on so1d 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 ltvestock or 1mgat1on purposes 
for waterflood operations without the pnor consent of the owner of the soil 

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than five hundred (500) feet to any house or barn now on said premises without 
the written consent of the owner of the soil 



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



. . . 
• . . 

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

25. POLLUTION. In developing this area, Lessee shall use the h1ghe 1.llegree;o/ 111J and aA pr r safeguards to prevent pollulton Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of containment 
fae1ht1es suffietent to prevent spillage, seepage or ground water contam1nahon In the event of pollution. Lessee shall use all means at rts disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties Lessee shall build and 
maintain fences around its slush. sump, and drainage pits and tank bottenes so as to protect livestock against loss, damage or tnJury, and upon 
completion or abandonment ol any well or wells, Lessee shall flit and lever all slush pits and cellars and completely clean up the dnlllng site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises. keep said prem1Ses free of all rubbish. cans. bottles. paper cups or garbage, 
and upon complelton of operations shall restore the surface of the land to as near Its ongmal condition and contours as ,s pract1CSble Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. SubJect to hmrtahons 1n this par9greph, Lessee shell heve the nght to remove machinery and fixtures pieced 
by l essee on the leased premises, including the nght to draw and remove casing, w1th1n one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not remove casing from 
ny well capable of producing oil and gas in paying quant1t1es Addrt1onally, Lessee may not drow and remove casing until after thirty (30) days wntten 

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 llmely removed by Lessee under the temu of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions conta ined in this paragraph and Paragraph 29 of thlS lease, the rights and estates of either 
party to this lease may be assigned. In whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs. devisees, legal 
representatives, successors and assigns However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee. d1m1msh the nghts, pnv1leges and estates of lessee, impair the effectiveness of any payment made by Lessee or mpa1r the effectiveness of any 
act performed by Lessee And no change or d1v1s1on In ownership of the land. rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees. legal representatives or ass.1gns) fum1shes the lessee with satisfactory wntten evidence of the change 
In ownership, Including the ong1nal recorded munlment.s of title (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partml assignment of this lease shall, to the extent of the interest assigned, reheve and discharge Lessee of all subsequent 
obligations under this lease If thlS lease 1s ass,gned 1n rts entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners ralably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lea.se on the part of the land upon which pro rats rentals are tmely paid or tendered. however, 1f the assignor or ass,gnee does not file a cerufied 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and be subject to all obhgahons, hab1ht1es, and penalties owed to the S~te by the 
ongmal lessee or any pnor assignee of the lease. Including any habihhes to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwlthstandmg any provision m Paragraph 27(a), if the owner of the soil acquires this lease In whole or in 
part by assignment without the pnor wntten approval of the Commissioner of the General Land Off,ce, this lease 1s void as of the lme of assignment and 
the agency power of the owner may be forferted by the Comm1ss1oner An assignment will be treated as 1f 11 were made to the owner of the soil if the 
assignee IS 

(1) a nominee of the owner of the soil. 
(2) a corporation or subsidiary In which the owner of the soil as a principal stockholder or Is an employee of such a corporation or subsidiary, 
(3) o partnership In which the owner or the sou ls a partner or Is an employee or such a partnership, 
(4) a principal stockholder or employee of the corporation which is the owner of the soil, 
(5) a partner or employee In a partnership which 1s the owner of the soil. 
(6) a fiducmry for the owner of the soil, including but not limited to a guardian, trustee, executor, administrator, receiver. or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the sod or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the condllions contained 1n this paragraph and Paragraph 29, Lessee may at any tme execute and dehyer lo the 
owner of the soil and place of record a release or releases covenng any portion or poruons of the leased premises, and thereby surrender this lease as 
to such portion or portions. nd be relieved of all subsequent obhgatJons as to acreage surrendered If any part of lhlS lease IS proper1y surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
,mmedlately pnor to such surrender; however, such release will not reheve Lessee of any hsb1l1Ues which may have accrued under this lease prior Lo the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease ,s assigned or released, such assignment or release must be 
recorded in the county where the land 1s situated, and the recorded instrument, or a copy of the recorded Instrument certrfied by the County Clerk of the 
county 1n which the Instrument Is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed fihng fee If any such assignment is not so filed, the nghts acquired under this lease shall be subject to forferture at the option of the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescnbed 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 or oil and gas from the leased premises which are not contained 1n this lease render this lease invalid 

31. FIDUCIARY DUTY. The owner of the sotl owes the State a fiduciary duty and must fully disclose any facts affecting the State's Interest in 
the leased premises When lhe Interests of the owner of the soil conflict with those of the State, the owner of the soil is obhgated to put the State's 
Interests before his personal interests 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum w1th1n thirty days alter 1t becomes due. or If Lessee 0< an 
authorized agent should knowingly make any false return or false report concerning production or dnlhng, or If Lessee shall fall or refuse to dnll any 
offset well or wells in good faith as required by law nd the rules and regulations adopted by the Comm1ss1oner of the General Land Office, or 1f Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office. the School 
land Board, or the Railroad Comm,ss1on, or 1f lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or 
an authonzed agent should knowingly fail or refuse to grve correct information to the proper authonty. or knowingly fail or refuse to furnish the General 
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Lend Uffice a correct log of any well, or 1f Lessee shall knowingly violate any ot.~ maletlal ,, • v1sLoni C:: IQ; 
0

lease, or rf this lease ts assigned and the 
assignment ts not filed 1n the General land Office as required by law, the ;' a uireci undel' t~ s leiJse shall be subJect to forfeiture by the 
Commissioner, and he shall forfeit same when suff1C1ently mfonned of the facts"'411Tlch r..:: ~ forf'E ur . nd when forferted the area shall again be 
subject to lease under the tenns of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic tennmat1on of this 
lease by operation of law or by reason of any special hmrtation ensmg hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General und Office or future compl ance with 
the prov1s1ons of the law and of this lease and the rules end regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first hen upon all 011 and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty end other sums of money that may become due under thtS lease By acceptance of 
thtS lease, Lessee grants the State, in add1t1on to the hen provided by Teus Natural Resources Code 52 136 and any other applicable atalulory hen, an 
express contractual hen on and secunty interest in all leased minerals in end extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premkses used In connection with the production or processing of such leased minerals In order to secure the payment of ell royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or 1mplled This hen and secunty interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Comm1ss1oner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this hen Lessee hereby represents that there 
ore no pnor or superior hens ansing from end relating to Lessee's act1v1ties upon the obove-descnbed property or from Lessee's acqu1s1Uon of lhtS lease 
Should the Comm1ss1oner et any time detenn1ne that this representation 1s not true, then the Commissioner may declare this lease forfeited es provided 
herein 

J.i . POOLING. Lessee Is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development end production of 011 or gas or either of them upon the same tenns as shall be approved 
by the School Land Board and the Comm1ss1oner of the General Land Office for the pooling or un1hz1ng of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the soil agrees that the inclusion of this provision 1n this lease satisfies the 
execution requirements stated 1n Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the sotl, their officers, employees, partners. 
agents, contractors, subcontractors, guests, invitees, and their respective successors end assigns, of and from ell and any acllons and causes of action 
of every nature, or other hann, including environmental hann, for which recovery of damages IS sought, 1nciud1ng but not hrmled to, all losses and 
expenses which are caused by the activrtles of Lessee. 1ts officers, employees and agents ensing out of, 1nCldental to. or resulting from. the operations 
of or for Lessee on the leased premises hereunder, or that may ense out of or be occasioned by Lessee's breach of any of the tenns or prov1s1ons of this 
Agreement, or by any other negttgent or stnctly liable act or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold hannless the Stale of Texas end the owner of the soil, their officers, employees and agents, their sucoessors or assigns, against any 
end all claims, hab1htles, losses, damages, ecllons, personal inJury (including death), costs end expenses, or other hann for which recovery of damages 
1s sought, under any theory including tort, contract, or stnct llab11tty, including attorneys' fees and other legal expenses. 1nclud1ng those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws, those anStng 
from or In 11ny w11y rel11led to Les.see's operations or any other of Lessee's ect,vities on the leased preml3es, those ensing from Lessee's use of the 
surface of the leased premises, and those that may anse out of or be occasioned by Lessee's breach of any of the tem,s or prov1s1ons of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, end their 
respectJve successors end assigns Each assignee of this Agreement, or en interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold hannless the State of Texas and the owner of the soil, their officers, employees, and agents 1n the some manner provided above 1n connection with 
the oct1v1Ues of Lessee , its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), W HETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of core and all reasonable safeguards to prevent contaminauon or 
pollullon of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises. by any waste. pollutant. or contaminant Lessee shall not bnng or pennrt to remain on 
the leased premises any asbestos contammg materials, explosives, toXJc matenels. or substances regulated as hazardous wastes, hazardous metenels. 
hazardous substances (as the term "Hazardous Substance· 1s defined m the Comprehensive Envtronmental Response, Compensalton end Lleb1hty Act 
(CERCLA), 42 U S C Sections 9601, et seq.), or toxic substances under any federal, stale, or local law or regulallon ("Hazardous Materials"), except 
ordinary products commonly used in connection with 011 and gas exploration end development operatJons end stored in the usual manner and quanhhes 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AN D AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISI NG OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (21 THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEA SED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHAU APPLY. BUT rs NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEM NG A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease 1s issued under the prov1s1ons of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Rehnquishment Act, and other applicable statutes end amendments thereto, and If any prov,s,on In this lease does not conform to these 
statutes, the statutes will prevail over ny nonconfonning lease provisions 
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38. EXECUTION. Thts oil and gos lease must be signed and acimowfi by ~ e Ltisse~ t:iifcte ~t,: filed of record in the county records and 

In the General Land Office of the State of Texas Once the filing requirements f e in P~ ra,i. 39 of th1s se hove been satisfied. the effective date 
of this lease shall be the dole found on Page I 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record 1n the office of the 
County Cieri< In any county In which all or any pan of the leased premises Is located, and certified copies thereof must be riled In the Genl)ral Lend 
Office This lease Is not effective until a certi fied copy of this lease (which Is made and certJfied by the County Cieri< from has records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183 Addrt1onally, this lease shall not be binding upon the State unless 1t 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the State and the prescnbed filing fee shall 
accompany such certd1ed copy to the General Land Office 

T TE OFT 

T TE f' TE 

STATE OF TEXAS 

COUNTY OF DALLAS 

~~-By Bruce Hunt President 

Da1c. os-Jr~/or: uJ~Lf~A0 , 

Hy 
lnd1v1dunll} and as agent for the 'iw1c ot Tc, ns 

TAX ID NO 
DATI~. 

(CORPORATE ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared .:B=-:.".:u:.:c.:::G:::-_:::Lv~·~l:::::::::::~~-- known to me to be tt,e 

person whose name is subscnbed to the foregoing instruments as e J\...1..4~~ of Petro-Hunt L LC and acknowledged to me that he 

executed the some tor the purposes and cons1deraho!Jl~ ~ ~ ~ssed. in the capacity slated. and as the act and deed of said e,:,,.,,e1'8li&n 

, ' ~~ v Given under my hand and seal of offir~~ .~ •. "31 of . 2005 I _f\ I 
"' ~~ ... ··~ ... "' v p(l.t··.f O \ --..,£~~~~~ ::::::_J.jQ_,~~~::&w~ :-------"': O* <. . ..£. ~ .; / ~ 0 .: : 

- : 1/1 : ;; \ : .... .. . = ·. ~> +'<r : ~ 
\ .... ~OF,~ .... I 
" ···.~~PIA'"~ /:/ ~ 0d ....... o~ 
"" ' .'?4 ,'20 • l//11111111111111~1\\II 

STATE OF NEW MEXICO 

COUNTY OF ...,/) ......... a..,_n._.a.._____,Cl~ Yl--'---Cjl-

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared Gail Bays Cunmnghpm known to me to be the person whose name 

IS SUbScnbed t?,. lh.e ~ ~~~~~ l~strument, and ad<nOwledged I~ ze that he executed the same lor the purposes and constderalton theretn expressed 

G~, ~ v.~ f!f my haiid-~~ aeal or office this the q day of .Ad a y . 2005 

f /\;~;\f?}, \ ,), tf~,c ~Or 
=-4_,., .( ~ Vt C . I,> : 
:. .A·.. ( , '3 \.. \ : - : Notary Pu bite 1n and for STA TE of NEW MEXICO 
':., ; · \ ' .... t9 i 
,, /" ·. .· ·"· : ",.,, (' ·~ ... ....... ··, ... •' , ...... ... ',,,,_ or ~~ s '..: ,, 

,,,,,,, .. ,,,,,,,,, 



.. 
• • • • • •• 

• • •• •: • • • • • • • • • • • • • • • • • • • • • • • • -••• • •• • 
EXHIBIT "A" 

This Addendum is attached to and made a part of Oil and Gas Lease, dated April 
19, 2005 by and between Gail Bays Cunningham, individually and as Agent for the State 
of Texas, as Lessor, and Petro-Hunt L.L.C., as Lessee. 

AMENDED DELAYED RENTAL PROVISION 

-~ As to any rentals that may be paid on or before the 1", 2°• and 4'" anniversary date, the 
total rental shall be payable in the amount of $21.72, and except that if delay rentals are paid on 
or before the 3"' anniversary date, the total rental shall be payable in the amount of $542.98. 
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'\J Oene(.)I Lind Office 

Rollnqulshment Act Lease Fomi 
Rel>laed, September 1997 

Notice of Confidentiality Rights: If you are a natural person, you may remove or s trike any of the following lnformatlon from 
th is instrument before it is flied for record In the public records : your social security number or your driver's license number. 

~ ustin, m:exas 
OIL AND GAS LEASE 

THIS AGREEMENT 1s made and entered into this 24111 ~ between the State of Texas. acting 

by and through ,ts agent, _.._F..,.rp""n .. k..,.D.....,.B'""e""'a""I, .:.:..in..,d"-',y-'-'1d,..u"'a.:.:..lly.__ __ of 817 W Aspen. Lovington. NM 88260 

(G,ve Permanent Addreu) 

said agent herein referred to as the owner of the soil (whether one or more) , and 

of 1601 Elm. Suite 3400. Dallas. TX 75201 
(Give Permanent Address) 

Petro-Hunt L LC 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and 1n cons1derat1on of lhe amounts slated below and of the covenants end agreements to be paid, kept and 
performed by Lessee under lhts lease, the Slate of Texas acting by •nd through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose or prospecting and dnlhng for and producing 011 and gas laying pipe lines. building tanks. storing 011 and building power 
stations. telephone lines and other structures thereon, to produce, save. take care or. treat and transport said products of the lease, the following lands 
situated In Culbe[Jon County. Sl8te or Texas. to-wit 

T&P RR Co Survey. Block 61, Township 2. Section 10 The South half. or (347 5 acres. more or less) 
Section 16 All. or (695 acres, more or less) 

contmnlng ~1-,04~2_5 ____ acres, more or less The bonus cons1deration paid for this lease 1s as follows 

To the State of Texas Four hundred seven and 23/100 
Dollars ($4~0~Z~2=3~-------

To the owner or the soil four hundred seven and -~.,,._ _________________________ _ 

Dollars (S .. '40,..7...._2,,.,3L----------' 

Total bonus consideration Eight hundred fourteen and 46/100 

Dollars ($81 4 46 ) 

The total bonus consideration paid represents a bonus or Lflftyu.u...,,a:.:.:n:..d..:.n.,.o::..11,.,00""-''s'----------------------------

Dollars (Sx;50"-"'00,.__ ____ ..,) per acre. on 16 2890625 net acres 

2. TERM. SubJect to the other prov1s1ons 1n this lease, this lease shall be for a term of Five (5} years from this date (herein 
called "pnmary term") and as long thereafter as 011 and gas, or either of them, 1s produced in paying quant11Jes from said land As used in lh1s lease, lhe 
term "produced in paying quantrt,es· means that the receipts from the sale or other authonzed commercial use or the substance(s) covered exceed out 
of pocket operational expenses for the six months last past .. . ••• •• • :~ • • • • . . . • . . . .. . . • . . • • • • . . • • • .. • 

® ... . . . . . • 



3. DELAY RENTALS. If no well ts commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 

unless on or before such anniversary date lessee shall pay or tender to the owner of the soil or to his Cfed1t in the, ____________ _ 

at---------------------------------------------------~ 
or its successors (which shall continue as the depository regartlless of changes in the ownership of said land), the amount specified below, In add1t1on, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LANO OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date Payments under this paragraph shall operate es a rental end shall cover the pnv1lege of defernng the commencement of a well for 
one (1) year from said date Payments under this paragraph shell be 1n the following amounts 

To the owner of the soil .,E...,1g .. h ... t.,.a'-'nd"-'1.,,,5wl1~00"'--------------------------­

Dollars (S.,._,1'""'------------------------------' 
To the State of Texas ,.E...,19.,_h.._t.,.a'-'nd"-'-J""5/,_,1..,.0"'0 __________________________ _ 

Dollars """'-1'-"---------------------------------' 

Total Delay Rental ,.S""ixt"-'e""e""'n-"a"'n.,.d_.3""0'-'11..,.0"'0--------------------------
Dollars ($.,_16"--"-30,.__ _______ _, 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive penods of one (1) 
year each during the pnmary term All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, end may be delivered on or before the rental paying date If the bank designated in this paragraph (or Its successor bani<) should 
cease to exist, suspend business. llquldete. fall or be succeeded 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 soil shall deliver to Lessee a proper 
recortlable instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be pa id one-half (112) of the royalty 
provided for in this lease to the Commissioner of the General Lend Office of the Slate of Texas, at Austm, Texas, end one-half (112) of such royalty to the 
owner of the soil 

(A) OIL. Royalty payable on oil, which Is defined es including all hydrocarbons produced In a liquid form et the mouth of the well end also es 
all condensate, distillate, and other hquid hydrocarbons recovered from 011 or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/5 part of the gross production or the market value thereof, et the option of the owner of the soil or the Comm1ss1oner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premium, 1f any, offered or pa id for 011, condensate, d1s!Jllate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever 1s the greater Lessee agrees that before 
any gas produced from the leased premises 1s sold, used or processed in a plant, 1t will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by suoh means 
will be recovered The requirement that such gas be run through a separator or other equipment may be warved, in wnUng, by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (Including Oared gas), which is defined es all hydrocarbons end gaseous substances not 
defined as oil 1n subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 115 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Comm1ss1oner of the General Land Office, such value to be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run , or the gross pnce paid or offered to the producer, whichever 1s the greater. 
provided that the maximum pressure base In measunng the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute, 
and lhe standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the llme of tes!Jng 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office All royalties due herein shall be based on one hundred percent (100°~) of the total plant 
production of residue gas attnbutable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Le"ee, whichever 1s the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from this lease, provided that 1f hqu1d hydrocart>ons are 
recovered from gas processed 1n a plant in which Lessee (or 1ls parent, subsrd1ary or affiliate) owns an interest, then the percentage applicable to llquld 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a th1rtl party processing gas through such plant under a processing 
agreement negolialed at arm's length (or if there Is no such thlrtl party, the highest percent then being specified in processing agreements or contracts in 
the Industry), whichever Is the greater The respec!Jve royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or liquid hydrocarbons) of comparable quahty in the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of hquid hydrocarbons), whichever is the greater In no event, however, shall 
the royalties payable under thlS paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead." "dry," or any other gas, by fractionating, buming or any other processing shall be 1/5 part of 
the gross production of such products, or the market va lue thereof, at the option of the owner of the soil or the Comm1ss1oner 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 in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products ere produced, whichever Is the 
greater 

A CfliTl~IE=D COPY 
IF IT BE lH 1 J .. . ••• ... • • • • • • . . ® 
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6. MINIMUM ROYAL TY. Ounng any year ofter the exp,ralton of the primary term of lhlS lease. ,r this lease is marnla1ned by production, the 
royoll1es paid under this lease rn no event shall be less than on amount equal to the total onnual delay rental herein provided, otherwise, there shall be 
due and payable on or before the lasl day of the month succeeding lhe anniversary dale of lhtS lease a sum equal to lhe tot.al annual rent.al less the 
amount of roya lties paid dunng 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 (S 1 00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provision rn this lease, at any time or from time to lime, the owner or the soil or the 
Commissioner of the General Land Office may, at the option or either, upon not less than s1x:ty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commissioner or the General 
Land Office's right to take Its royalty In kind shall not diminish or negate the owner of the soil's or the Comm1ss1oner of the General Land Office's nghts 
or Lessee's obligations, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid In kind) shall be without dedud1on for 
the cost or producing, gathering. stonng, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the 01t, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalUes on the gross value received, including any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thts lease's proportionate share of any fuel 
used to process gas produced hereunder rn any processing plant Notwtthstanding any other prov1S1on of this lease, and subJed to the wntten consent or 
the owner or the soil and the Commissioner or the General Land Office, Lessee may recycle gas for gas hf\ purposes on the leased premises or for 
rnJect1on into any 011 or gas producing formation underlying the leased premises after the hquld hydrocarbons contained ,n the gas have been removed, 
no royalties shall be payable on the recycled gas until rt IS produced and sold or used by Lessee rn a manner which enltties the royalty owners to a 
royalty under this lease 

9. ROYAL TY PAYMENTS AND REPORTS. All royalties not taken rn kind shall be paid to the Comm1ss1oner of the General Land Office at 
Austin, Texas, ,n the following manner 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register Rules currently provide that royalty on 011 
1s due and must be received 1n the General Land O ice on or before the 5th day of the second month succeeding the month of produd1on, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month or production, 
accompanied by the alfldav1t or the owner, manager or other authorized agent. completed ,n the form and manner prescnbed by the General Land Office 
and sh0wtng the gross amount and dlsposrtlon of all 011 and gas produced and the market value of the 011 and gas, together wt1h a copy of all documents, 
records or reports confirming the gross productJon. d1SposrtJon and market value including gas meter readings, p1pehne receipts gas hne receipts and 
other checks or memoranda of amount produced and put into p1pehnes, tanks, or pools and gas Imes or gas storage, and any other reports or records 
whrch the General Land Office may require to venfy the gross productJon, d1spos1tlon and market value In all cases the authonty or a manager or agent 
to act for the Lessee herein must be filed ,n the General Land Offlc:e Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Otfioe lease number the amount of royalty berng paid on each lease If Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or $25 00. whichever IS 

greater A royalty payment which IS over thirty (30) days late shall accrue a penalty of 10°.4 of the royalty due or $25 00 whichever is greater In addition 
to a penalty, royalties shall accrue Interest at a rate of 12'.4 per year, such interest Wiii begin to accrue when the royalty IS srx:ty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall incur a penalty In an amount set by the General Land Office adm1nistratrve rule 
which is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all responsiblhty for paying or causrng 
royalties to be pard as prescnbed by the due date provided herein Payment of the delinquency penalty shall 1n no way operate to proh1brt the State s 
nght of forfeiture as provided by law nor ad to postpone the dale on which royalties were ong1nally due The above penalty prov1s1ons shall not apply in 
cases of trlle dispute as to the State's portion of the royalty or to that portion of the royalty rn dispute es to farr market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm1Ssroner of the General Land Office 
with ,ts best possrble estrmate of 011 and gas reserves undertying this lease or allocable to this lease and shall fum1Sh said Commis11oner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts W1thrn thrrty (30) days after 
entenng into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held 1n confidence by the General Land Office unless otherwise authonzed by Lessee All other contracts and records perta1nrng to the productJon, 
transportation, sale and mal1(ellng of the orl and gas produced on said premises, including the books and accounts, receipts and discharges or all lls. 
tanks, pools, meters. and pipelines shall at all umes be subJect to Inspection and exam1nat1on by the Comm11S1oner or the General Land Office. the 
Attorney General, the Governor, or the representa!Jve of any of them 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submrtted to the Commrssroner of the General 
Land Office by Lessee or openitor five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such written notice to the General Land Office shall include copies of Railroad Comm1Ss1on forms for apphcatron to dnll Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed With the Texas Railroad Commission All 
opplicallons, permits, reports or other filings that reference this lease or any specific well on the teased premises and that are submitted to the Texas 
Railroad Comm1ssron or any other governmental agency shall include the word ·state• in the title Addlllonally, 1n accordance with Railroad Commission 
rules . any s1gnage on the leased premises for the purpose of Identifying wells , tank batteries or other associated improvements to the land must also 
include the word "State • Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores. or other 
rnformatron relative to the operation of the above-described premises, which may be requested by the General Land Office, rn addrlion lo those herein 
expressly provided for Lessee shall have an electrical and/or radroactlvrty survey made on the bore-hole sectJon, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described prem11es and shall transmit a true copy of the log or each survey on each well to the 
General Land Office within fifteen (15) days alter the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not filed ,n the General Land Office when 
due Tho penalty for late fi ltng shall be sot by the General Lend Office adm1n1strst1ve rule which Is effective on the date when the metenals were due 1n 
the General Land Office 

11. DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary J•1111 reor and prior to discovery and 
production of 011 or gas on said land, Lessee should dnll a dry hole or holes thereon, or 1f during the pnmary rm Oe~ or a 4 Tlfl6C Vie dis overy and . : . . . . . . . . . . . . : . : . . .. . . . . . 
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actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate ,r on or 
before the exprrat,on or sixty (60) days from date or completion of said dry hole or cessation or production Lessee commences additional dnlling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the some manner as provided in this lease If, dunng the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's nghts shall remain in full force and effect without further operations until the expiration or the primary term. and if Lessee has not resumed 
production in paying quantities at the expiration or the primary term, Lessee may maintain this lease by conducting additional drflling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-in 011 or gas well within the pnmary term hereof, Lessee may 
resume payment of the annual rental ,n the same manner as provided herein on or before the rental paying date following the exp1rot1on of sixty (60) 
days from the date of completion of such shut-in 011 or gas well and upon the failure to make such payment, thrs lease shall ipso facto terminate If at the 
exp1rat1on of the primary term or any time thereafter a shut-in 011 or gas well is located on the leased premrses, payments may be made 1n accordance 
wrth the shut-in provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1rat1on of the pnmary term, neither oil nor gas is being 
produced on said land, but Lessee Is then engaged in dnlling or reworking operations thereon, this lease shall remain In force so long as operations on 
said well or for dnlllng or reworking or any additional wells are prosecuted in good faith and ,n workmanlike manner without interruptions totaling more 
than sixty (60) days dunng any one such operation, and if they result In the production or 011 and/or gas. so long thereafter as 011 and/or gas 1s produced 
in paying quantities from said land, or payment or shut-in otl or gas well royalties or compensatory royalties ,s made as provided in this lease 

13. CESSATION, DRIL LING, AND REWORKING. If, after the exprrat,on of the pnmary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
ra,th and In workmanlike manner without interruptions tota ling more than sixty (60) days If such drilling or reworking operations result 1n the production 
or 011 or gas, the lease shall remain in full force and effect for so long as 011 or gas is produced from the leased premises ,n paying quantities or payment 
of shut-In 011 or gas well royalties or payment of compensatory royalties lS made as provided herein or as provided by law ti the drlltlng or reworking 
operations result in the completion of e well as a dry hole, the lease wHI not terminate if the Lessee commences addltJonal drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole. and this lease shall remain in effect so long as Lessee continues dnlling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days Lessee shall give wntten notice 
to the General Land Office w1th1n thirty (30) days of any cessation or production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the slate agency 
having Junsd1ct1on over the production of 011 and gas If, at any lime after the expiration of the pnmary term of a lease that. until being shut rn. was being 
maintained 1n force and effect, a well capable of producing 011 or gas In paying quant1t1es 1s located on the leased premises, but oil or gas ,s not being 
produced for lack of suitable production facllitres or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quanhtres If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each lnitJaJ shut-in 011 or gas royalty must be pmd on or before (1) the exprrahon of the prvnary term, (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased prem1Ses, or (3) 60 days after Lessee completes a dnlllng or reworking operation in accordance 
with the lease provisions, whichever date 1s latest Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office end one­
half (1/2) to the owner of the soil If the shut-In 011 or gos royalty ,s paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a penod of one year from the end of the pnmary term, or from the first day of the month following the month In which 
production ceased, and, after that, rf no suitable production facllrt1es or suitable market for the 011 or gas ex1Sts, Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the expiration of each shut-1111 year 

15. COMPENSATORY ROYAL TIES. If, dunng the penod the lease 1s kept In effect by payment of the shut-in otl or gas royalty, 011 or gas 1s 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed 1n the same producing 
reservoir. or in any case in which drainage ,s occurnng, the nghl lo continue lo maintain the lease by paying the shut-in 011 or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided ,n the lease of the market value of production from the well causing 
the drainage or which is completed In the same producing reservoir and within one thousand (1,000) feet of lhe leased premises The compensatory 
royalty Is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the lest day of the month following the month in which the 011 or gas is produced from the well causing the drainage or that 1s completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises If the compensatory royalty paid ,n any 12-month penod 
IS an amount less than the annual shut-In 011 or gas royally. Lessee shall pay an amount equal to the difference w1th1n thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid wlll accrue penalty and interest ,n accordance with Paragraph 9 of this 
lease None of these prov,s,ons will relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided in 
Texas Natural Resources Code 52 173, however, al the determination of the Commissioner. and with the Commissioner's written approval, the payment 
of compensatory royaltres can satisfy the obhgallon to drill offset wells 

16. RET AINEO ACREAGE. Notw1thstand1ng any prov1s1on of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator in dnlling such add11ional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon 

(A) VERTICAL. In the event this lease ,s in force and effect two (2) years after the expiration date of the pnmary or extended term ,t shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each 011 well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of produCJng in paying quantrt1es (including a shut-in 011 or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee 1s then engaged In continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proratlon unit for each such producing well under the rules and regulations of the Railroad Commlss,on of Texas, or any successor 
agency, or other governmental euthonty having junsd1ct1on If at any time after the effective date of the partial temi,nation prov1s1ons hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage IS thereafter allocated to said well or wells for 
production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termlnallon of this lease as to e portion of the lands covered hereby, Lessee shall neverthel 9etCOnJ inue to have the nght of ingress 
to and egress from the lands still sub1ect to this lease for all purposes descnbed in Paragraph 1 hereof, together w1tO ~ sem~ '°' nght.s_of-way for .. . . . . : .. .. : ·.· : . . . ·.· . :· .. . 
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existing roods, existing pipelines end other ex1St1ng rac1httes on, over and across all the lands descnbed in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation or oil, gas and other minerals produced from the retained lands 

(8) HORIZONTAL. In lhe event this lease II in force and effect two (2) years after the expiration date or the pnmary or extended term 1t shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") 1n each well localed on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) or the 
bonus originally paid as conslderaUon for this lease (as specified on page 1 hereof) If such amount 1s paid, this lease shall be 1n force and effect as to 
such deeper depths, and said termination shall be delayed for an add1t1onal penod of two (2) years and so long thereafter as oil or gas II produced In 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION ANO FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical. be in the form of a 
square with the well localed in the center thereof, or such other shape as may be approved by the Comm1ss1oner of the General Land Office W1th1n 
thirty (30) days after partial termination of th1S lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder The recorded release, or a certified copy or same, shall be filed ,n the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules In effect on the date the release 1s filed If Lessee fails or refuses 
to execute and record such release or releases w1th1n ninety (90) days after being requested to do so by the General Land Office. then the 
Commisstoner at his sole disCll!!llon may designate by wntten instrument the acreage and/or depths to be released hereunder end record such 
instrument at Lessee's expense in the county or counties where the lease 1s located and In the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obhgatton 
to protect the oil and gas under the above-descnbed land from being drained Lessee, sublessee, receiver or other agent 1n control or the leased 
premises shall drill as many wells as the facts may 1usltfy and shall use appropriate means and dnll to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises In addition, If 011 and/or gas should be produced in commercial quantities W1lh1n 1,000 feet of the leased premises, 
or 1n any case where the leased premises IS being drained by production of 011 or gas, the Lessee, sublessee, receiver or other agent 1n control of the 
leased premises shall in good forth begin the dnlhng of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed W1lh1n 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such dnlhng with d1hgence 
Failure to satisfy the statutory offset obligation may subJect this lease and the owner of the soil's agency nghts to forfeiture Only upon the determination 
of the Comm1111oner or the General Land Office and With his wntten approval may the payment of compensatory royalty under apphcable statutory 
parameters sallsfy the obhgalton lo dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort, Lessee ts prevented from complying With any express or mphed covenant of th11 lease, 
from conducting dnlhng operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebelhon, nots, 
stokes, acts of God, or any vahd order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply With such 
covenant shall be suspended and Lessee shall not be ltabte for damages for failure to comply With such covenants, add1Uonally, this lease shall be 
extended whtle Lessee ts prevented, by any such cause. from conducting drilling and rewor1ong operations or from producing o~ or gas from the leased 
premises However, nothing 1n lhts paragraph shall suspend the payment of delay rent.a ls 1n order to maintain th11 lease rn effect dunng the prvnary term 
in the absence of such dnlhng or reworking operations or production of 011 or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title lo the leased premises If the owner of the soil defaulta 
in payments owed on the leased prem11es, then Lessee may redeem the nghls of the owner of the soil m the leased premtses by paying any mortgage, 
taxes or other liens on the leased premises If Lessee makes payments on behalf of the owner or the soil under thts paragraph, Lessee may recover the 
cost of these payments from the rental end royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the sotl owns less than the enllre undrvlded surface estate in the above 
descnbed land, whether or not Lessee's interest ts specrfied herein, then the royalties and rental herein provided to be paid to the owner or the s0tl shall 
be paid to him in the proportion which his interest bears to the entire und1v1ded surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the Slate of Texas shall be hkeW1se proportionately reduced However, before Lessee adJusts the 
royalty or rental due to the Comm1s11oner of the General Land Office, Lessee or his authonzed represenle!Jve must subrml to the Commis11oner of the 
General Land Office a wntten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Comm1ss1oner of the General Land Office shall be paid the value of the whole producuon allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undtvided interest However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross producuon allocable to the undrvided interest not leased an amount less 
than the value or one-sixteenth (1116) of such gross production 

(8) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a porllon of the land covered by this lease ts included Within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil 1n accordance Wllh Natural Resources Code Sections 
52 151-52 154, or if, at any time after the expiration or the pnmary term or the extended term, th11 lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are mode on a per acre basis hereunder shall be reduced according to the number or acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre ba11s under the terms of this lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled umt, or, 1f al\er the expiration of the primary term, the number of acres 
actually retained and covered by this lease 

21 . USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under this lease except waler 
from wells or tanks or the owner or the soil, provided, however, Lessee shall not use potable waler or water suitable for hvestodc or 1mgation purposes 
for waterllood operallons w1thoul the pnor consent of the owner of the soil 

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

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

24. WELL LOCATION l.lMIT. No well shall be drilled nearer than five hundred (500) feet to any hous 
the written consent or the owner of the soil 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
llm1tlng the foregoing, pollution of coastal wetlands, natural waterways, nvers and Impounded woter sholl be prevented by the use of containment 
faclhtles sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at 1ls disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties Lessee shalt build and 
maintain fences around its slush. sump, and drainage pits and lank batteries so as to protect livestock against loss. damage or injury, and upon 
completion or abandonment of any well or wells, Lessee shall 011 and level ell slush pits and cellars and completely dean up the dnlllng site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises. keep said premises free of all rubbish. cans. bottles. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original cond11Jon and contours as 1s practlC8ble Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subjed to lim1tatlons in this paragraph, Lessee shall have the nght to remove machinery and Oxtures placed 
by Lessee on the leased premises, Including the nght to draw and remove casing, w1th1n one hundred twenty {120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an exten11on of this 120-day penod However, Lessee may not remove casing from 
any well capable of producing 011 and gas in paying quanl1lles Addrtionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice lo 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 bmely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease. the nghts and estates of either 
party to this lease may be assigned, In whole or In part. and the provisions of thls lease shall extend to and be binding upon their heirs. devlsees. legal 
representatives. successors and asS1gns However. a change or d1v1S1on in ownership of the land. rentals. or royalties will not enlarge the obllgallons of 
Lessee, diminish lhe nghls. pnv1leges and estales of Lessee. 1mpa1r the effectiveness of any payment made by Lessee or 1mpa1r the effectiveness of any 
act performed by Lessee And no change or d1v151on In ownership of the land. rentals, or royalties shall bind Lessee for any purpose unUI thirty (30) days 
after the owner of the soil (or his heirs, devisees. legal representatives or assigns) fum1Shes the Lessee with satisfactory wntten evidence of the change 
in ownership, Including the ong1nal recorded muniments of trtle (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and dlscilarge Lessee of all subsequent 
obligations under this lease If this lease Is assigned In its entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners rntably, according to the area of each. and failure by one or more of them to pay his share of the rental shall not affed 
this lease on the part of the land upon which pro rata rentals are tunely paid or tendered, however, If the assignor or assignee does not file a certJfled 
copy of such assignment In the General Land Office before the next rental paying dale, the entire lease shall terminate for failure to pay the enlJre rental 
due under Paragraph 3 Every assignee shall succeed lo all nghls and be subJect to all obligations, hab1lllles, and penalties owed to the State by the 
onginal lessee or any pnor assignee of the lease, Including any liab1hlies to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), If the owner of the soil acquires this lease in whole or in 
part by as11gnmenl without the pnor wntten approval of the Commts11oner of the General Land Office. this lease IS void as of the lime of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as If rt were made to the owner of the soil If the 
assignee Is 

( 1) a nominee of the owner of the soil, 
(2) a corporation or subsidiary In which the owner of the soil ls a pnnopal stockholder or Is an employee of sucti a corporation or subsidiary 
(3) a partnership in which the owner of the soil Is a partner or is an employee of such a partnership, 
{<!) a principal stockholder or employee of the corporation which ,s the owner of the soil, 
(5) a partner or employee in a partnership which is the owner of the soil, 
(6) a fiduciary for the owner of the soil, Including but not hrmted to a guardian, trustee, executor, admin1Slrator. receiver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the soil or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the condrtlons contained in lhlS paragraph and Paragraph 29, Lessee may at any ume execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased prem1Ses, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obhgabons as to acreage surrendered If any part of this lease Is properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by thlS lease 
1mmed1ately pnor to such surrender; however, such release will not relieve Lessee of any habllitles which may have accrued under thlS lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of th1S lease is assigned or released, such assignment or release must be 
recorded In the county where the land IS Situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county In which the Instrument Is recorded, must be filed in the General Land Office within 90 days or the last execution date accompanied by the 
prescribed fihng fee If any sucti assignment II not so filed, the nghts acquired under th1S lease shall be subJed to forfeiture at the option of the 
Comm1s11oner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease or the above-described land have been Included in thlS Instrument. 
Including lhe statement of the true cons1derauon to be paid for the execution of this lease and the nghts and duties of the parties Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained 1n this lease render this lease invalld 

31 . FIDUCIARY DUTY. The owner of the soil owes the Stale a flduaary duty and must fully disclose any facts affecting the Slate's interest 1n 
the leased premises When the interests of the owner of the soil conflict with those of the Stale, the owner of the soil IS obligated to put the State's 
interests before his personal Interests 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after it becomes due. or rf Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or dnlllng, or rf Lessee shall fail or refuse to dnll any 
offset well or welts m good faith as required by law and the rules and regulaUons adopted by the CommtSs1oner of the General Land Office. or rf Lessee 
should fall to file reports In the manner required by law or fail to comply wrth rules and regulations promulgated by the General Land Office. ll)e School 
Land Boord. or the Railroad Commission, or 1f Lessee should refuse the proper authority access to the records l\a1n1 to 0~

0
n:Uons. or rt Lessee or 

an authonzed agent should knowingly fail or refuse to grve corred information to the proper authonty, or knowm 1 fat! o, refu to tt.:111sh th General 
• • • • • • • • .. : ·.· :. . ·.· . : . . . 
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Land Office a corred log or any well. or 1r Lessee shall knowingly violate any or the material prov1s1ons or this lease, or rf this lease is assigned and the 
ass1gnmenl Is not filed In the General Land Office as required by law, the nghls acquired under thtS lease shall be subJect to forfeiture by the 
Comm1ss1oner, and he shall forfeit same when sufficiently Informed or the facts which authonze a forfeiture, and when forfeited the area shall again be 
subJed to lease under the terms or the Relinquishment Act However, nothing herein shall be construed as walVlng the automatic termination of this 
lease by operation or law or by reason or any special hmitaUon ans1ng hereunder Forfeitures may be set aside and thlS lease and all nghts thereunder 
reinstated before the nghts of another intervene upon sahsfadory evidence to the Commissioner or the General Land Office or future compliance with 
the prov1s1ons or the law and or this lease and the rules and regulations that may be adopted relatrve hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first hen upon all oil and gas produced from the 
area covered by thlS lease to secure payment or all unpaid royalty and other sums of money that may become due under this lease By acceptance or 
this leMe, Lessee gront.s the State, in addition lo the hen provided by Tex.as Naturol Resources Code 52 136 and any other applicable statutory lien, an 
express contradual lien on and secunty interest 1n all leased minerals in and extracted from the leased premises, all proceeds which may accrue io 
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 mprovement.s to the 
leased premises used In connection w11h the production or processing or such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that lessor may suffer by reason or Lessee's breach of 
any covenant or condition of this lease. whether express or implied This lien and secunty Interest may be foreclosed with or without court proceedings In 
the manner provided In the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this hen Lessee hereby represents that there 
are no prior or superior liens ans1ng from and relating to Lessee's adlv1t1es upon the bove-descnbed property or from Lessee's acquisition of this lease 
Should the Commissioner at any lime determine that this representation is not true, then the Comm1ss1oner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee is hereby granted the nght to pool or unitize the royalty interest or the owner or the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production or oU or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or um!Qing or the interest or the Slate under this lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner or the soil agrees that the inclusion of th1.s provision 1n this lease sousfies the 
execution requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the Stale or Texas and the owner of the soil, their officers. employees. partners, 
agents, contractors. subcontractors, guests. 1nvrtees, and their respective successors and assigns, or and from all and any actions and causes or action 
of every nature, or other harm, Including environmental harm. for which recovery of damages 1s sought, including, but not hmrted to. all losses and 
expenses which are caused by the aci1v1Ues or Lessee, 1ts officers, employees, and agents ansing out or. incidental to. or resulUng from, the operations 
or or for Lessee on the leased premises hereunder, or that may anse out or or be occasioned by Lessee's breach or any or the terms or provisions or this 
Agreement, or by any other negligent or strictly liable act or omission or Lessee Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State or Texas and the owner or the soil, their officers, employees end agents, their successors or assigns, against any 
and all claims, llabihties. losses, damages, actJons, personal inJury (Including death), costs and expenses, or other harm for which recovery or damages 
Is sought, under any theory including tort. contract. or stnct hab1hty, including ottomeys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws, those ans n.g 
from or in any way related to Lessee's operations or any other of Lessee's act1v1tles on the leased premises, those enslng from Lessee's use of the 
surface or the leased premises, and those that may ense out or or be occasioned by Lessee's breach or any of the terms or provtS1ons of thtS Agreement 
or any other ad or om1ss1on or Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors. guests, 1nv1tees, and their 
respective successors and assigns Each asstgnee or this Agreement, or on interest therein, agrees to be liable for, exonerate, indemnity, defend and 
hold harmless the State of Texas end the owner or the soil, thetr officers, employees, and agents in the same manner provided above 1n connection with 
the edJv1tles of Lessee, Its officers, employees, end agents as descnbed above EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Les.see shall use the highest degree of care and ell reasonable safeguards to prevent contam1nat1on or 
pollution of any environmental medium, 1nclud1ng soil, surface waters. groundwater, sedments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant. or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing matenals. exploS1ves. toXJc materials, or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term "Hazardous Substance· Is defined in the Comprehensive Environmental Response, Compensation and Liab1hty Ad 
(CERCLA), 42 U S C Sections 960 1, et seq), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materlals"), except 
ordinary products commonly used in connecuon wrth 011 and gas exploration and development operations and stored 1n the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH ANO DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS ANO DEFEND THE STATE OF TEXAS ANO THE OWNER OF THE SOIL FROM ANO AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, ANO COSTS (INCLUDING REASONABLE ATIORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY ANO REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION ANO DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS ANO THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. Tnts lease 1s issued under the prov1s1ons or Texas Natural Resources Code 52 171 through 52190, commonly 
known as the Relinquishment Ad, and other applicable statutes and amendments thereto, and tf any prov1s1on 1nJl1 le e does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions • : : • ; • •: • • 

• • • " - • • .> .. : ·.,· :. :. .. .. . . . 
• 



• 

• •• 
••• ••• • • • . 

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



38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It is filed of record in the county records and 
- m the General Land Office of the Slate of Texas Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective date 

of this lease shall be the dale found on Page 1 

39. LEASE FILING. Pursuant lo Chapter 9 of the Texas Business and Commerce Code. this lease must be flied or record in the office or the 
County Clerk In any county in which all or any part of the leased premises is localed, and certified copies thereof must be filed in the Gen1tral Land 
Office This lease Is not effectwe until a certified copy of this lease (which Is made and certJfied by the County Clerk from his records) is filed In the 
General Land Office in accordance with Texas Natural Resources Code 52 183 Additionally, this lease shell not be binding upon the Slate unless 11 
recites the actual and true consideration paid or promised for exeetJt1on of this lease The bonus due the State and the prescnbed filing fee shall 
accompany such certrfied copy to the General Land Office 

PETRO-IIUNT LL C 

~+-
--'-_ 

By Bruce Hunt , President 

Date. os/tc, /or \JJ'I/ / 
--- \,JVJr1 O > 

T TE OFTE 

By· ~-~4~ 
lndrvi~nd ns agent for Lhc Late ofTe,ns 

By 
lnd1v1dunlly and ns agent for the uite ofTe, ns 

Fra nk 0 . Be 
fA ID NO 

TAX ID NO _________ _ 
DATI. 

DATE . ...-;)'---'-'t....::~~------

T TE OF'TEXA 

STATE OF TEXAS (CORPORA TE ACKNOWLEDGMENT) 

COUNTY OF DALLAS 

BEFORE ME, the undersigned authonty, on this day personalty opp~ared e,<u c.. G W. ~ known to me to be the 

person whose name is subscnbed to the foregoing instruments as ~ ~ of Petro-Hunt L L C and acknowledged to me that he 
,,,,.~w~111111u111 • executed the same for the purposes and consider~ ·: l rein essed, in the capacity stated, end as the act and deed of said eei:p1m111on-

,,,, _ ~ • ,J,. t '111Jc Co '"'P- " 
Given under my hand and seal of o~~~ .lhe"· l~ . ~y or , 2005 , · 

g ~ / " ""' u~ ·· .. 0 ~ 
{ ">/ ~o* "o \./-\ 
~ ~ ti' : ~ " . .... "' . -;. •• 'Y1, +,.. . ~ 
• \ ~ OF it: :' f 

STATE 0&":~ !'1 'J'<_ICO . \_ > -~~l"IREf> / _/ 

couNrPorvl\JllLJ nw1 W ~~:~4·:20C~/ 
_ __;:::;;...;:::__ ___ --1_ ·A11ti,,1111111111111111111 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authonty, on this day personally appeared Frank D Beal known lo me to be the person whose name 1s 

subscnbed to the foregoing Instrument, and acknowledged to me that he executed the same for the purposes and cons1derat1on therein expressed 

Gl,oo , ode, my haod ""' ,eoi of offioe thl, lho J.!.!Q_ d,y of ~°l.OA,,C{,'11£ { 1.A.U:::x. 

1rF1C1AL SEAL 
OEANA ALDRETE 
NOTARY PUBLIC 

• • 
.. 
.. 
• ••• 

Notary Public In and for STATE of NEW MEXICO 

• . . 
• • . . . 
• • • 
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This Addendum is attached to and made a part of ii and Gas Lease, dated April 
24, 2005, by and bet, een Frank D. Beal ; as Lessor, and Pctro-1 lunt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As lo any rentals that may be paid on or before the 111
, 2nc1 and 41

h anniversary date, the 
total rental shall be payable in lhe amount of $16 .30, and except that 1f delay rentals are paid on 
or before lhe 3'° anniversary date, the total rental shall be payable in the amount of $407.24. 

An ST .. • 

~ 
• . . . .. ... . • • . • • · i,. •• • . • . . . • . . . .. ... . • • •• . 
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Gene,~I Land Office 
Rellnqulshment Act Lease Fonn 
Revised, September 1997 

Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following Information from 
this Ins trument boforo it is filed for record In the pubflc records : your social security number or your driver's llcanso number. 

~\)e ~tat~"· of <lrexlls 
... ~~· i.<J /. 

:r: -t- ~ .... ._ .. I ..,.. 

. , . . . -- .. 

%.lustin, 'filexas 
OIL AND GAS LEASE 

THIS AGREEMENT 1s made and entered into this 30'" dayof....L.;A~PuOIL-------- ~ . between the State of Texas. acting 

by and through ,ts agent, _Gx.:e.,.or ... a..,.ec..:W:..:._~B.,.e""al..,1,.,_11...,. 1e.,n.,.d1!.!vu.1d~u:2a!!.lly'--__ of 514 Jasmine Street. Chula Vista. CA 919 J 1 

(Grve Pt!m18nent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and 

or 1601 Elm. Suite 3400. Dallas. TX 75201 

(Give Permanent Address) 

Petro-Hunt L L C 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease. the Stale of Texas admg by and through the owner or the soil, hereby grants, teases and lets unto Lessee, for 
the sole and only purpose of prosped1ng and dnlhng for and producing 011 ond gas, laying pipe lines, bu11d1ng tanks, stonng 011 and bu1ld1ng power 
stations, telephone Imes and other stn.tdures thereon, lo produce save take care of, treat and transport sa id products of the lease. the following lands 
situated 1n Culberson County, State of Texas. to-w,t 

T&P RR Co Survey, Block 61 Township 2, Sed1on 10 The South half or (347 5 acres, more or less) 
Sed1on 16 All, or (695 acres, more or less) 

containing .._1, ... 04c..:.a.2..,.5'----- acres more or less The bonus consideralton paid for this lease tS as follows 

To the State of Texas Four hundred seven and 231100 

Dollars ($4-"0""7"'"'2..,3.__ ______ _, 

To the owner of the soil Four hundred seven and 231100 

Dollars (S<l..:.;0..,7....,2,..,.3'--------' 

Total bonus consideration Eiaht hundred fourteen and :4§1100 

Dollars ($814 46 l 

The total bonus cons1derat1on paid represents a bonus of LE~1fluY:..ia~nu.dwn.uoc../..!..!1 oo~·sL---------------------------
Dollars (S,.SOx..x.00,.__ ____ _,l per acre, on 16 2890625 net acres 

2. TERM. SubJed to the other prov1S1ons 1n this tease, this lease shall be for a term of Five 15) years from this date (herein 
called "pnmary term") and as long thereafter as 011 and gas. or either of them, 1s produced 1n paying quantities from said land As used in this lease, the 
term "produced in paying quantities· means that the receipts from the sale or other aulhonzed commercial use of the substance(s) covered exceed out 
of pocket operational expenses for the six months last past 

IF IT .. . ... . .. . • • • • • • • . . . . . .. • . • • • • • • • .. .. . . ... • • • • 



3. DELAY RENTALS. If no well 1s commenced on the leased premises on or before one (1) year from this date. this lease shall terminate. 

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

at---------------------------------------------------~ 

or Its successors (which shall continue as the depository regardless or changes m the ownership or said land), the amount specified below, m add1t1on, 
Lessee shall pay or Lender to the COMMISSIONER OF THE GENERAL LANO OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date Payments under this paragraph shall operate es a rental and shall cover the pnv1lege of defemng the commencement or a well for 
one (1) year from said date Payments under this paragraph shall be in the followmg amounts 

To the owner or the soil .,.E.,.tg.._h.._t..,11.und.....,_1M-51:...,1..,.00"'---------------------------
Dollars (S,><...J1.x.... ____________________________ __, 

To the State of Texas ,.E,,,1gL!!h.1..;I a.,..n.,,d.....,.,151.......,10...,.0...__ ________________________ _ 

Dollars l:DI...J.,L--------------------------------' 
Total Delay Rental ~s~1xlweiJiewnuaU;n~d_.30~/1u,O~O-------------------------­

Dollars ($~16~30~------~ 

In a hke manner and upon like payments or Lenders annually, the commencement or a well may be further deferred for successive penods of one (1) 
year each dunng the pnmary term All payments or tenders or rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee or this lease, and may be delivered on or before the rental paying dale If the bank designated m this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, rail or be succeeded by another bank, or for any reason ra,I or refuse lo accept rental, Lessee shall not be 
held in default for failure to make such payments or Lenders or rental unt,I thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument nQming another bank as agent to receive such payments or tenders 

-4 . PRODUCTION ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for in this lease lo the Commissioner of the General Land Office of the State ofTexas. at Austin, Texas. and one-half (112) of such roya lty to the 
owner of the soil 

(A) OIL. Royalty payable on 011, which 1s defined as including all hydrocarbons produced in a liquid form at the mouth or the well and also as 
all condensate, disllllate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/5 part of the gross production or the market value thereof, at the option of the owner of the soil or the Comm1ss1oner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, dtstlllate, or other hquld 
hydrocarbons, respectively, of a like type and gravity In Lhe general area where produced and when run, or 2) the highest mar1<_et price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater Lessee agrees that before 
any gas produced from the leased premises ,s sold, used or processed ,n • plant, 1t will be run free of cost to the royalty owners through an adequate 011 
and gas separator or conventional type, or other equipment at least as efftcient, so that all hqu,d 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, 1n wnt1ng, by the royalty owners upon 
such terms and conditions 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 herein with respect lo gas processed m II plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be ]15 part of the grou productJon or the market value thereof, at the 
option of the owner of the soil or the Comm1ss1oner of the General Land Office, such value to be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross pnce paid or offered lo the producer, whichever is the greater. 
provided that the moXlmum pressure base in measunng the gas under this lease shall not at any tme exceed 14 65 pounds per square Inch absolute, 

nd the standard ba_se temperature shall be suety (60) dagrees Fahrenheit correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gos processed 1n a gosohne plant or other plant for the recovery of gasoline or other hqu,d 
hydrocarbons shall be 1/5 part or the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the aptlon of the owner 
or the soil or the Commissioner or the General Land Office All royalties due herein 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 accruing to Lessee, whichever 1s the 
greater, or the total plant productJon or liquid hydrocarbons ottnbulable to the gas produced from this lease, provided thol ,f hquld hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or ,ts parent, subsidiary or affiliate) owns an interest, then the percentage applicable to hquld 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there 1s no such third party, the highest percent then being specified In processing agreements or contracts In 
the industry), whichever is the greater The respective royalties on residue gos and on hquid hydrocarbons shall be determined by 1) the highest market 
price paid or o ffered for any gas (or liquid hydrocarbons) or comparable quality In the general area. or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling pnce for the respective grades of liquid hydrocarbons), whichever 1s the greater In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon block, sulphur or any other products produced or manufadured from gss (excepting liquid 
hydrocarbons) whether said gas be ·cas1nghead,' "dry,' or any other gas, by fractionating, bum,ng or any other proces91ng shall be 1/5 part of 
the gross production of such products. or the market value thereof, al the option of the owner or the soil or the Comm1ss1oner 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 In which such product 1s 
produced, or 2) on the basis of the average gross sale price or each product for the same month in which such products are produced, whichever ,s the 
greater 
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5. MINIMUM ROYAL TY. Dunng any year after the expiration of the pnmary term of this lease, 1f this lease ,s maintained by production. the 
royalties paid under this lease ,n 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 lhe last day or lhe month succeeding lhe anniversary dale or lhlS lease a sum equal lo the tot.al annual rent.al less lhe 
amount of royalties paid dunng the preceding year If Paragraph 3 of this lease does not spec,fy a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYAL TY IN KIND. NolWlthstanding any other provision In this lease, at any time or from hme to hme, the owner or the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sooy (60) days notice to the holder of the lease, require that the 
payment or any royalties accruing to such royalty owner under this lease be made in kmd The owner or the soil's or the CommLUtoner or the General 
Land Office's right to lake its royalty In kind shall not diminish or negate the owner or the soil's or the Commissioner or the General Land Office's nghts 
or Lessee's obligations, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid ,n kind) shall be Without deduction for 
the cost or producmg, gothenng, stonng, separohng, treating, dehydrating, compressing, processing, transporting. and otherwise making the otl, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value received, 1nclud1ng any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas es may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant NolWlthstanding any other provision or this lease, and subJed to the wntten consent or 
the owner or the soil and the Commissioner or the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
inJection into any 011 or gas producing formation underty,ng the leased premises after the hquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas unltl ,t ts produced and sold or used by Lessee 1n a manner which entitles the royalty owners to a 
royalty under this lease 

9. ROYALTY PAYMENTS AND REPORTS. All royallles not taken tn kind shall be paid to the Comm1ss1oner of the General Land Office at 
Austin, Texas, in the following manner 

Payment of royalty on production of oil and gas shall be as provided In the rules set forth in the Texas Regtster Ru les currently provide that royally on oil 
is due and must be received In the General Land Office on or before the 5th day or the second month succeeding the month of production. and royalty 
on gas 1s due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month or production, 
accompanied by the amdav,t or the owner, manager or other aulhonzed agent, completed In lhe form and manner prescnbed by the General Land Office 
and shoW1ng the gross amount and disposition of all otl and gas produced and the market value of the 011 and gas, together wrth a copy of all documents. 
records or reports confirming the gross production, disposition and market value including gas meter readings, p1pehne receipts, gas hne receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas tines or gas storage, and any other reports or records 
which the General Land Office may require lo venfy the gross produd1on, disposition and market value In all cases the authonty of a manager or agent 
to ad for the Lenee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royally on or before thirty (30) days all r the royally payment was due, then Lessee owes a penalty of 5•,4 on the royalty or $25 00, whichever is 
greater A roya lty payment which IS over thirty (30) days late shall accrue a penalty of 10% or the royalty due or $25 00 whichever Is greater In add1tlon 
to a penalty, royalties shall accrue interest al a rate of 12% per year. such interest Wlll begin to accrue when the royalty Is sixty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall Incur a penalty in an amount set by the General Land Office admlnlstrauve rule 
which 1s effective on the date when the affidavits or supporting documents were due The Lessee shall bear all respons1b1lrty for paying or causing 
royalties to be paid as prescnbed by the due date provided herein Payment or the dehnquency penalty shall in no way operate to proh1b1t the State's 
nght of forfeiture as provided by law nor ad to postpone the date on which royalties were onglnally due The above penalty provisions shall not apply In 
cases or t1Ue dispute as to the State's portion or the royalty or to that portion of the royalty In dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Comm,ss,oner of the General Land Office 
with tis best possible estimate of 011 and gas reserves underlying this lease or allocable to thts lease and sha ll furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entenng Into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise euthonzed by Lessee All other contracts and records pertaining to the production, 
transportation. sale and marketing or the 011 and gas produced on said premises, including the books and accounts, receipts and discharges or all wells, 
tanks, pools, meters, and p1pehnes shall at all times be subJed to 1nspect1on and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representatrve of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on this lease shall be submitted to the Commissioner or the General 
Land Office by Lessee or operator five (5) days before spud dole, workover, re-i!ntry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land Office shall Include copies or Railroad Comm1ss1on forms for apphcallon to dnll Copies or well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the lime they are filed with the Texas Railroad Commission All 
applicatlons, permits, reports or other filings that reference this lease or any specific well on the leased premtSes and that are subrmtted to the Telles 
Railroad Commission or any other governmental agency shell include the word "State• in the title Addrt1onolly, in accordance with Railroad Commission 
rules. any signage on lhe leased premises for the purpose of 1dentrfying wells. tank battenes or other assoc,ated improvements to the land must also 
Include the word "State • Lessee shall supply the General Land Office with any records, memoranda. accounts, reports, cuttings and cores, or other 
information relatrve to the operation of the above-descnbed premises, which may be requested by the General Land Office, tn addition to those herein 
expressly provided for Lessee shall have an eledncal and/or radioactivity survey made on the bore-hole secuon. from the base of lhe surface casing to 
the tota l depth of well, of all wells dnlled on the above descnbed premises and shall transmit a true copy of the tog or each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other matenals are not filed in the General Land Office when 
due The penalty for late filing shall be set by the General Land Office adm1nistrat1ve rule which is effed1ve on the date when the matenals were due in 
the General l and Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnor to discovery and 
produdlon or oil or gas on said land, Lessee should dnll a dry hole or holes thereon, or 1f dunng the pnmary. J?e1eof aoo, aililethe d1 covery and 

• • • • .. : : . : : ·.· . . . . . . . . . . .. 
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actual production of 011 or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate tf on or 
before the exp1ralton of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional dnlling or 
reworiltng operations thereon, or pays or lenders the next annual delay rental 1n the same manner as provided in this lease If, dunng the last year of the 
primary term or w1th1n sncty (60) days pnor thereto, a dry hole be completed end abandoned, or the production of oil or gas should cease for any cause. 
Lessee's rights shall remain In full force and effect without further operations unUI the exp1rat1on of the pnmary term. and tf Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by condua1ng additional drilllng or reworiling 
operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in 011 or gas well within the pnmary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the exp1ratton of 11xty (60) 
days from the date of completton of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
expiration of the pnmary term or any ume thereafter a shut-in otl or gas well IS located on the leased premises, payments may be made 1n accordance 
w ith the shut-in provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exptralton of the pnmary term, nerther 011 nor gas IS being 
produced on said land, but Lessee ts then engaged 1n dnlling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for dnlltng or reworking of any additional wells are prosecuted in good faith and 1n workmanlike manner without interruptions totaling more 
than srxty (60) days dunng any one such operation, and 1f they result in the production of 011 and/or gas, so long thereafter as 011 and/or gas 1s produced 
tn paying quantities from said land, or payment of shut-in 011 or gas well royallles 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 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate tf Lessee commences add1ltonal drilling or reworking 
operations within sixty (60) days after such cessation, and thtS lease shall remain In full force and effect for so long as such operatJons continue in good 
faith and in wor1lmenl1ke manner without interruptions totaling more than slldy (60) days If such dnlling or reworking operations result in the production 
of 011 or gas, the lease shall remain In full force and effect for so long as oil or gas IS produced from the leased premises in paying quantities or payment 
of shut-In oll or gas well royalties or payment or compensatory royalties Is made as provided hereln or as provided by law If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate tf the Lessee commences additional dnll1ng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain tn effect so long as Lessee continues drilling or 
rew orking operations 1n good faith and in a workmanlike manner without lnterrupltons totaling more than sixty (60) days Lessee shall give wntten notice 
to the General Land Office within thirty (30) days or any cessation of production 

14. SHUT-IN ROYAL TIES. For purposes of thtS paragraph, "well" means any well that has been assigned a well number by the state agency 
having Jurisdiction over the production or oil and gas If, at any time after the expiration of the primary term of a lease that, until being shut In, was being 
maintained in force and effed, a well capable of producing oil or gas tn paying quantities 1s located on the leased premises, but oil or gos Is not being 
produced for lack of suitable production facdllles or lack of a suitable market, then Lessee may pay as a shut-In 011 or gas royalty an amount equal lo 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing 011 or gas 1n paying quantities If 
Paragraph 3 or this lease does not speedy a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each 1nit1al shut-in 011 or gas royalty must be paid on or before (1) the expiration of the pnmory term, (2) 60 days alter 
the Lessee ceases to produce oil or gas from the leased premtses, or (3) 60 days after Lessee completes a dnlling or reworking operation 1n accordance 
with the lease prov1s1ons, whichever date 1s latest Such payment shall be made one-half (1/2) to the CommtSsioner of the General Land Office and one­
half (1/2) to the ow ner of the soil If the shut-In 011 or gas royalty Is paid, the lease shall be considered to be a producmg lease and the payment shall 
extend the term of the lease for o penod of one year from the end of the pnmary term, or from the first day of the month foltowmg the month tn which 
production ceased, and, after that, 1f no suitable production fac1ht1es or suitable market for the 011 or gas exists Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the exptration of each shut-in year 

15. COM PENSA TORY ROYAL TIES. If, dunng the penod the lease IS kept in effed by payment of the shut-in otl or gas royalty, 011 or gas is 
sold and dehvered in paying quantrltes from a well located within one thousand (1,000) feet of the leased prem11es and completed in the same producmg 
reservoir, or 1n any case In which drainage IS occumng, the nghl to continue lo maintain the lease by paying the shut-in otl or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty al the royally rate provided 1n the lease of the morket value of production from the well causing 
the drainoge or which is completed 1n the some producing reservoir and within one thousand (1 ,000) feel of the leased prem1Ses The compensatory 
royalty ts to be paid monthly, one-half (1/2) to the Comm1ss1oner of the General Land Office and one-half (1/2) to the owner of the sotl, beginning on or 
before the last day of the month following the month tn which the otl or gas 1s produced from the well causing the drainage or that IS completed 1n the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises If the compensatory royalty paid 1n any 12-month penod 
ls an amount less than the annual shut-In 011 or gas royalty, Lessee shall pay en amount equal to the difference within thirty (30) days from the end of the 
12-month pcnod Compensatory royalty payments which are not llmely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease None of these provisions will relieve Lessee of the obhgallon of reasonable development nor the obligation to dnll offset wells as provided In 
TeXDs Natural Resources Code 52 173. however. al the determination of the Commissioner, and with the Comm1ss1oner's wntten approval, the payment 
or compensatory royalties can satisfy the obltgatlon to dnll offset wells 

16. RETAINED A CREAGE. Notwithstanding any prov1s1on of lhts lease to the contrary, after a well produetng or capable of produetng 011 or 
gas hos been completed on the leased premises, Lessee shall exerase the dtligence of a reasonably prudent operator in dnlhng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marketing the production thereon 

(A) VERTICAL. In the event this lease Is 1n force and effect two (2) years after the expiration date or the primary or extended term ti shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantrt1es (including a shut-in 011 or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee is then engaged tn continuous dnlling or reworking operations, or (2) the number or acres included In a producing pooled untt 
pursuant to Texas Natural Resources Code 52 151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commtssion of Texas, or any successor 
agency, or other governmental authonty having Jurisd1dlon If at any time after the effective dale or the partial termination provtSions hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage ts thereafter allocated to said well or wells for 
production purposes, thts lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of this lease as to a portion of the lends covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from lhe lands still subJect lo this lease for all purposes descnbed m Paragraph 1 hereof, togetp r wi;11 _ease~ t i. nght,-of-way for . . . . : : : ·::: . :. :. . . . . . . . .. 
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existing roads, existing p1pehnes and other ex1st1ng facilities on, over and across all the lands descnbed in Paragraph 1 hereof (•the retained lands"), for 
access to and from the retained lands and for the gathenng or transporlaUon of 011, gas and other minerals produced from the retained lands 

(B) HORIZONTAL. In the event this lease 1s 1n force and effect two (2) years after the expiration dale of the pnmary or extended term 1t shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained 1n 
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 onginally paid as consideration for this lease (as speofied on page 1 hereof) If such amount Is paid, lhts lease shall be ,n force and effed as to 
such deeper depths, and said termination shall be delayed for an addrt1onal penod of two (2) years and so long thereafter as 011 or gas 1s produced ,n 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearty as pr1ct1cal. be in the form of a 
square with the well located in the center thereof. or such other shape as may be approved by the Comm1sstoner of the General Land Office Wrth1n 
thirty (30) days after partial termination of thls lease as provided herein, Lessee shall execute and n!cord a release or n!leases containing a satisfadory 
legal descnphon of the acreage and/or depths not retained hen!under The recorded release. or a certified copy of same, shall be filed 1n the General 
Land Offioe, accompanied by the fifing fee prescnbed by the General Land Office rules in effect on the date the release is filed If Lessee falls or refuses 
to execute and record such release or releases wtth1n ninety (90) days alter being n!quested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Les.see's expense In the county or counties where the lease is located and 1n the off'te1al records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals , nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-descnbed land from being drained Lessee, sublessee, receiver or other agent In control of the leased 
premises shall dnll as many wells as the facts may justify and shall use appropriate means and dnll to a depth necessary to prevent undue drainage of 
011 and gas from the leased premises In addition, 1f 011 and/or gas should be produced In commerc,af quantities wtlhln 1,000 feet of the leased premises, 
or in any case where the leased premises 11 being drained by production of oil or gas. the Lessee. sublessee. receiver or other agent in control of the 
leased premises shall in good faith begin the drllhng of a well or wells upon the leased premises w1th1n 100 days after the dra1n1ng well or wells or the 
well or wells completed w1th1n 1,000 feet of the leased premises start produc,ng In commerCJal quantities and shall prosec:4Jte such dnlhng wrth dlhgence 
Failure to satisfy the statutory offset obligation may subJed 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 wrth his wnttan approval may the payment of compensatory royalty under apphcable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If. after a good farlh effort, Lessee is prevented from complying wt\h any express or mphed covenant of this lease, 
from conducting dnlhng operations on the leased premises, or from produc,ng oil or gas from the leased prem1Ses by reason of war, rebellion. nots, 
stnkes, acts of God, or any valid order, rule or regulation of government authonty, then while so prevented, Lessee's obllgatlon to comply wrth such 
covenant shall be suspended and Lessee shall not be liable for damages for fallure to comply wtth such covenants, add1tlonally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting dnlhng and reworking operations or from producing oil or gas from the leased 
premises However, nothing in this paragraph shall suspend the payment of delay rentals In order to ma1nta1n this lease 1n effect dunng the pnmary term 
In the absence of such dnlling or reworking operations or productlon of oil or gas 

19. WARRANTY CLAUSE. The owner of lhe soil werranls and agrees to defend title to the leased pr9m1ses If the owner of the soil defeulls 
In payments owed on the leased premises. then Lessee may redeem the nghts of the owner of the soil in the leased prem1Ses by paying any mortgage, 
laxes or other liens on the leased premises If Lessee makes payments on behalf of the owner of the 1011 under thlS paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns lass than the entire undivided surface estnte in the above 
descrlb d land, whether or not Lessee's Interest is spec,fied herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of Iha General Land Office of the State of Texas shall be hkewfse proportlonately reduced However. before Lessee aqjusts the 
royalty or rental due to the Comm1ss1oner or the General Land Office. Lessee or his authorized representallve must submit to the Commissioner of the 
General Land Office a wntten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil The Commis11oner of the General Land Office shall be paid the value of the whole produdion allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest However, 1n no event shall 
the Commissioner of the General Land OfflOII receive as a royalty on the gro" production allocable to lhe undivided interest not leased an amount less 
than the value or one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portion of the land covered by this lease IS included w1th1n the boundanes 
of a pooled unrt that has been approved by the School land Board and the owner of the soil 1n accordance wtth Natural Resources Code Sections 
52 151-52 154, or If, at any time after the expiration of the pnmary term or the extended term, thtS lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwtse severed, so that payments determined on a per acre basis under the terms of this lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, If alter the expiration of the pnmary term, the number of acres 
actually retained and covered by this lease 

21. USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil, provided, however, Lessee shall not use potable water or water suitable for livestock or 1nigaUon purposes 
for waterflood operations without the pnor consent of the owner of the soll 

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

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury il5 pipelines below plow depth 

2'4. WELL LOCATION LIMIT. No well shall be drilled nearer than five hundred (500) feet to any house or barn now on said premises without 
the written con sen I of the owner of the soil • • • • •. •.. ..... • . . . : : . . ·::: . : ... ·.· ... . . :· ·.· 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
hm1tlng the foregoing, pollution of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of contamment 
facJhlles sufficient to prevent spillage, seepage or ground water contam,nahon In the event of pollution, Lessee shell use ell means at ,ts dasposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to pubhc and pnvate properties Lessee shall build and 
maintain fences around ,ts slush, sump, and drainage pits and tank battenes so as to protect livestock against loss, damage or injury, and upon 
completlon or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the dnlllng site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises. keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near Its ong,nal condition and contours as II practicable Tanks end 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hmltations In this poragraph, Lessee shall have the nght to remove machmery and fixtures placed 
by Lessee on the leased premises. including the right to draw and remove casing, w1thm one hundred twenty (120) days after the expiration or the 
tenrnnahon of this lease unless the owner of Iha 1011 grants Lessee an extension of this 120-doy penod However, Lessee may not remove casmg from 
any well capable of producmg 011 and gas m paying quan1tt1es Addrtionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
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 casmg which are not llmely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contamed In this paragraph and Paragraph 29 of this lease, the nghts and estates or either 
party to this lease may be assigned, In whole or In part, and the provisions of th11 lease shall extend to and be binding upon their heirs, dev1sees, legal 
representatives, successors and assigns However, a change or d1v1sion in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the nghts, pnv1leges and estates of Lessee. impair the effectiveness of any payment made by Lessee or 1mpa1r the effectiveness or any 
act performed by Lessee And no change or div11lon In ownership of the land, rentals, or royalties shall bmd Lessee for any purpose unt1l th1rty {30) days 
after the owner or the soil {or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with sat1sfactory wntten evidence of the change 
1n ownership, Including the ong1nel recorded mun,ments of title {or e certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and dtScharge Lessee of all subsequent 
obligations under thls lease If this lease is assigned in its entirety as to only part or the acreage, the right and option to pay rentals shall be apportioned 
es between the several owners ratably, according to the ares of eech, and failure by one or more of them to pey his share of the rental shall not affect 
this lease on the part of the lend upon which pro rata rentals ere Umely peld or tendered, however, rf the asStgnor or as11gnee does not file a certified 
copy of such assignment In the General Land Office before the next rental pey,ng dale, the entire lease shall lermmate for failure to pay the entire rental 
due under Peragraph 3 Every assignee shall sucoeed to all rights and be subject to all obligations, habihtles, and penalties owed to the State by the 
ongmol lessee or any pnor assignee of the lease, lndudlng any liab1ht1es to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1S1on 1n Paragraph 27(a), if the owner of the soil acquires thts lease 1n whole or 1n 
part by assignment without the pnor wntten approval of the Comm1u1oner of the General Land Office, this lease 1s void as of the ttme of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as ,r 11 were made to the owner or the soil 1f the 
assignee Is 

(1) a nominee of the owner of the soil, 
(2) a corporatlon or subsidiary In which the owner of the soil rs a principal stockholder or is an employee or such a corporation or subsidiary. 
(3) e partnership in Which the owner or the so1l 1s a partner or 1s an employee or such a partnership, 
(4) a pnnc1pal stockholder or employee of the corporation which 1s the owner of the soil, 
(5) o partner or employee In a partnership which IS the owner or the soil, 
(6) o fiduciary ror the owner of the soil, including but not hm1ted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner or the soil, or 
(7) a family member or the owner of the soil or related to the owner or the soil by mamage, blood, or adoption 

28. RELEASES. Under the condrt1ons contamed in this peragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender this lease es 
to such portion or portions. and be relieved of all subsequent obhgaUons as to acreage surrendered If any part of thlS lease IS properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage whrch was covered by this leue 
immedtately pr1or to such surrender, however, such release will not relieve Lessee of any hablt1Ues which may have accrued under thrs lease pr1or to the 
surrender of such acreege 

29. FILING OF ASSIGNMENTS AND RELEASES. Ir all or any part of this lease IS assigned or released, such essignn,ent or release must be 
recorded In the county where the land Is Situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Cieri< or the 
county In which the instrument IS recorded, must be fi led In the General Land Office within 90 days or the last execution date accompanied by the 
prescnbed filing ree If any such assignment Is not so filed, the rights acquired under this lease shall be subJect to forferture at the option of the 
Commtsstoner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease or the above-descnbed land have been Included In thls Instrument 
Including the statement of the true cons1deret1on to be paid for the execution of this lease and the nghts and duties of the parties Any collateral 
agreements concerning the development or 011 nd gas from the leesed premises which are not contemed 1n this lease render this lease mvahd 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiducary duty and must fully disclose any facts affecting the State's interest 1n 
the leased premises When \he Interests of the owner of the soil conflict with those of the Stele, the owner of the soil IS obligated to put the State's 
Interests before hts personal interests 

32. FORFEITURE. If Lessee shall fail or refuse to meke the payment of any sum withm thirty days after 1t becomes due, or rf Lessee or en 
authonzed agent should knowingly mal<e any false return or false report concerning production or dnlhng or 1f Lessee shall fail or refuse to dnll any 
offset well or wells 1n good farth as required by law and the rules and regulations adopted by the Comm1SS1oner of the General und Office. or rf Lessee 
should fall to file reports in the manner required by law or fail to comply with rules and regulahons promulgeted by the General Land Office, the School 
und Board, or the Railroad Commission, or If Lessee should refuse the proper authority acoess to the records pertaining to operations, or rf Lessee or 
an authorized agent should knowingly fall or refuse to give correct mfonnatlon to the proper authonty or kn<>WJ"!JIY !*~ or mish l he General 
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Land Office a correct log of any well, or 1f Lessee shall knowingly violate any of the material prov111ons of this lease, or 1f this lease 1s assigned and the 
assignment Is not filed in the General Land Office as required by law, the rights acquired under th11 lease shall be subject to rorfe1ture by the 
Comm1ss1oner. and he shall forfeit same when sufficiently informed of the !acts which authorize a rorfe1ture, and when forferted the area shall again be 
subject to lease under the terms of the Relinquishment Ad However. nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special hm1tat1on ar1s1ng hereunder Forfeitures may be set aside and this lease and all nghls thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance w1lh Texas Natural Resources Code 52 136, the Slate shall have a first hen upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money lhal may become due under this lease By acceptance of 
thlS lease, Lessee grants the State. in addition to the hen provided by Texas Natural Resources Code 52 136 and any other apphcable statutory hen an 
express contractual hen on and secunly interest In all leased minerals in ind extracted from the leased prem1Ses, all proceeds which may accrue to 
Lessee from the sale of such leased minerals. whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements lo the 
leased premises used In connection with the production or processing of such leased minerals in order to secure the payment of 111 royalties or other 
amounts due or to become due under this lease and to secure payment of 1ny damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease. whether express or tmphed This hen and secunty interest may be foreclosed wtlh or without court proceedings 1n 
the manner provided 1n the T1Ue 1, Chap 9 of the Texas Bus1neS! and Commerce Code Lessee agrees lhal the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge attach or perfect th11 lien Lessee hereby represents that there 
are no pnor or supenor hens ansing from and relating to Lessee's adlv11ies upon the above-descnbed property or from Lessee s acqu1Slllon of thlS lease 
Should the Commissioner at any tune determine thal thlS representation 1s not true, then the Comm1Ssioner may declare this lease forfeited as provided 
herein 

~ . POOLING. Lessee IS hereby granted the nghl to pool or unrtize the royalty Interest of the owner of the soil under thlS lease with any other 
leasehold or mineral interest for the explorahon, development and production of 011 or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or un1twng of the Interest or the State under this lease 
pursuant to Texas Natural Resources Code 52 151·52 154 The owner of the soil agrees that the inclusion of this provision In th11 lease satisfies the 
execution requirements staled In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and d11charges the Slate of Texas and the owner of the soil, their officers. employees. partners. 
agents, contractors, subcontractors, guests, lnvrtees, and their respective successors and assigns. of and from all and any actlons and causes of acuon 
of every nature, or other harm. including environmental harm. for which recovery of damages IS sought, including, but not hmlted to, all losses and 
expenses which are caused by the activities of Lessee, 1ts officers, employees, and agents anslng out of, incidental to. or resulting from. the operations 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable set or omission of Lessee Further, Lessee hereby agrees to be llable for, exonerate, Indemnity, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents. their successors or assigns. against any 
and all claims, habi11tles. losses. damages. actions. personal inJury (including death). costs and expenses. or other harm for which recovery of damages 
is sought. under any theory Including tort, contract. or stnct llab1llty, Including attorneys' fees and other legal expenses, including those related to 
environmental hazards. on the leased premises or in any way related to Lessee's failure to comply wtth any and all en111ronmenlal laws. those ans1ng 
from or In any way related to Lessee's operattons or any other of Lessee's ectJv1t1es on the leased prem11es. those ensing from Lessee's use of the 
surface or the leased premises. and those that may anse out of or be occasioned by Lessee's breach of any of the terms or prov1S1ons of thlS Agreement 
or any other act or om1ss1on of lessee, Its directors, officers, employees, partners, agents. contractors, subcontractors. guests. invitees, and their 
respeclrve successors and assigns Esch assignee of this Agreement. or an Interest therein, agrees lo be liable for, exonerate, indemnify, defend and 
hold harmless the Slate of Texas and the owner of the sorl, their officers, employees. and agents 1n the same manner provided above 1n connection wtth 
the adlvrtles of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAL L BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contaminatJon or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata. ambient air or any 
other environmental medium In. on. or under. the leased premises. by any waste, pollutant, or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos, containing matenals, explosives. toxic matenals, or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the term "Hazardous Substance· 1s defined In the Comprehensrve Environmental Response, Compensation and Llab1hty Ad 
(CERCLA), 42 U S C Sections 9601 . et seq ). or toxic substances under any feder1I, state. or local law or regulsUon ("'Hazardous Mstenalsl , except 
ordinary products commonly used In connedlon wtth oil and gas exploratron and development operotrons and stored 1n the usu1I manner and quantrties 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND OEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AN D THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARA GRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM A~ 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBL.IGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the prov1s1ons of Texas Natural Resources Code 52 171 through 52 190. commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and rf any provision In this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions • • •. •:. •:. • •• ·~ : : . . : .. . ~ , :. .. .· . ... . 
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36. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee berore 1t 1s filed of record m the county records and 
1n the General Land Office of the State of Texas Once the filing requirements found 1n Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the dote found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record m the office of the 
County Clerk In any county In which all or any part or the leased premises ts located. and certified copies thereof must be flied in the Gen11ral Land 
Office This lease ts not etfectwe until a certified copy of this lease (which 1s made and certified by the County Clerk from hts records) ts filed m the 
General Land Office m accordance with Texas Natural Resources Code 52 163 Add11Jonally, this lease shall not be binding upon the Slate unless 1t 
reCJtes the actual and true consideration paid or promised for execution of this lease The bonus due the State and the prescnbed filing fee shall 
accompany such certified copy to the General Lond Offrce 
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STATE OF TEXAS 

COUNTY OF DALLAS 

Pl:.TRO-IIL'Nf L. L.C 

Dy B~t.::iddnt 

Date. oS-/,6/oS- ~\o { 

By· 
lnd1v1duolly ond os ogcnt for the ',tote ol fc, as 

TAX ID NO. _________ _ 
DATI, 

(CORPORA TE ACKNOWLEDGMENn 

BEFORE ME, the undersigned authonty, on this day personally appeared ~~ u..) . ti.v..,.J: known to me to be the 

person whose name is subscnbed to the foregoing instruments as P ~~ of Petro-Hunt L L C and acknowledged to me that he 

- ens ea a-

. . . ... . . ... . . . . . 

Notary Public m and ror STATE of TEXAS 

(INDIVIDUAL ACKNOWLEDGMENn 

Notary Public m and for STATE of CALIFORNIA 
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This Addendum is atlached Lo and made a part of ii and Gas Lea c, dated April 
30, 2005, by and bet\ een eorge W. Beal Ill , as individually and as gcnl of the tale, 
as Lessor, and Petro-Hunt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As to any rentals that may be paid on or before the 1' 1
• 2nd and 4th anniversary date, the 

total rental shall be payable in the amount of $16.30, and except that 1f delay rentals are paid on 
or before the 3"' anniversary date, the total rental shall be payable in the amount of $407.24 . 

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

••• • • • . 
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General Lind Office • • • • • • 
Rellnqulshment Ac t Lease Fonn • • ! • • • : ! : • 
Revised, September 1997 : : : ! : . ... ... . 
Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following information from 
this Instrument before it is filod for rocord In tho public records: your social security numbor or your driver's license number. 

~ u.stin, 'QI: xa.s 
OIL AND GAS LEASE 

THIS AGREEMENT 1s made and entered into thlS 30th 2.QQ5. , between the State of Texas, acting 

by and through its agent. .... J,..,ec..:a"'"ne,.,,t..,,ta,_,Pc.........,W..;.;a,,,,s""h""b""um"""'-', i:un,.,,div~1"""d,,,,ua:,.:;ll,,_y ___ of 323 Lloyd Street. Carlsbad, NM 88220-531 '4 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more) • and 

of 1601 Elm. Suite 3400, Dallas, TX 75201 
(Give Permanent Address) 

Petro-Hunt L L c 
hereinafter called Lessee 

1. GRANTING CLAUSE. For and in cons1derot1on or the amounts stoled below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, lhe State of Texas acting by and through the owner of the soil, hereby grants, leases end lets unto Lessee, for 
the sole and only purpose of prospecting end dnlhng for and producing 011 end gas, laying pipe Imes, building tanks, stonng 011 end building power 
stations, telephone Imes and o ther structures thereon, to produce. save, take care of, treat and transport said products or the lease, the rollowing lends 
situated in Culberson County, State of Texas, to-wit 

T&P RR Co Survey, Block 61 , Township 2 Section 10 The South half, or (347 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

containing .... 1 ... 04......,.2..,5,..._ ___ acres, more or less The bonus cons1derat1on paid for this lease 1s as follows 

To the Slate of Texas Four hundred seven and 23/100 
Dollars (S-4 ... 0 .... 7.._2_.3.__ ______ _, 

To the owner of the soil Four hundred seven and 23/100 
Dollars (S:107 23 l 

Total bonus constderallon. Eight hundred fourteen and '46/100 
Dollars ($61 4 46 ) 

The total bonus consideration paid represents a bonus of ... F=,ttv~a ... n.,.d~n~o .. 11,._,0 .. 0._.'s.__ _________________________ _ 

----------------- Dollars (S-SO=oo _____ ~> per acre. on 16 2890625 net acres 

2. TERM. Sub1ect to the other prov1s1ons in this lease, this lease shall be for a term or Five (5) years from this date (herein 
called "pr1111ary term") and as long thereafter as 011 and gas, or either of them, is produced in paymg quantrties from said land As used In this lease, the 
term "produced in paying quantities" means that Iha receipts from the sa le or other authorized commef'Clal use of the substance(s) covered exceed out 
of pocket operouonal expenses ror the stx months last past A cntn• , ·o COPY 

:;~recrw~~ 
~ UNOA ~. COIJNTYClERI( 

~ :Tcirn1'[£BsuQ_~ 



J . DELAY RENTALS. Ir no well 1s commenced on the leased premises on or re o : (1 Jear f "10 th~ ate this lease shall termmato, 
• • • .!. • • • • • 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the SJ>II p r to hf cre'1't 1n th~~ ·- - ·-----------' 

at • • • • • • • • 

or its successors (which shall continue as the depository regardless of changes m the ownership of said land), the amount speetfied below, m addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS, a hke sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the pnvllege of defemng lhe commencement of a well for 
one ( 1) year from said date Payments under this paragraph shall be an the followmg amounts 

To the owner of the soil .,E.,19lLh..,t.,.a ..... nd...._.] .,,.5/u1_..0"'0--------------------------

Dollars (..,.....l..><.------------------------------' 
To the State ofTexas Eight and 15/]00 

Dollars >.E.>c....i.:"---------- ------------- - -------__, 
Total Delay Rental ,.Sc:.::1xt""e,.,e .... n.:..;a,,,,n..,,,d'-"'30,.,l ..... l 1PP"-----------------------------

Dollars (Sl2.lQ_ -------

In a hke manner and upon like payments or lenders 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 to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, ond may be dehvered on or before the rental paymg date If the bank designated m this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shill not be 
held in default for failure to make such payments or tenders of rental unlll thirty (30) days after the owner or the soil shall dehver to Lessee o proper 
recordable instrument oam,ng another bank os agent to receive such payments or tenders 

-4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided form this lease to the Comm1ss1oner of the General Land Office or the State of Texas, at Austin , Texas, and one-half (112) of such royalty to the 
owner of the soil 

(A) OIL. Royalty payable on 011, which Is defined as 1ndudmg all hydrocarbons produced In a hqU1d form at the mouth of the well and also as 
all condensate, d1st1llate, and other hqu1d hydrocarbons recovered from 011 or gas run through a separator or other equipment, as heremafter provided, 
shall be 1/5 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premium, 1f any, offered or paid for 011, condensate , d1s1Jllate, or other hquld 
hydrocarbons, respectively, of a hke type and gravity an the general area where produced and when run, or 2) the highest market pnoe thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever 1s the greater Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed In a plant, II will be run free of cost to the royally owners through on adequote oil 
and gas separator of convenllonal type, or other equipment at least as eff10ent, so that all hquld hydrocarbons recoverable from the gas by such means 
w ill be recovered The requirement that such gas be run through a separator or other equipment may be waived, m wntmg, by the royalty owners upon 
such terms and conditions os they prescnbe 

(B) NON PROCESSED GAS. Royally on any gas (including flared gas), which 1s defined as all hydrocarbons and gaseous substances not 
defined as 011 in subparagraph (A) above, produced from any well on said land (except as provided herem with respect to gas processed tn a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market value thereof, at the 
option of the owner of the soll or the Comm1ss1oner of the General Land Office, such value to be based on the highest market pnce paid or offered for 
gas of comparable quality tn the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever 1s the greater; 
provided that the maximum pressure base in measunng the gas under thlS lease shall not al any lme exceed 14 65 pounds per square inch absolute, 
and the standard base temperature shall be suety (60) degrees Fahrenheit. correclJon to be made for pressure according lo Boyle's Law , and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing betng used by the industry at the lime of testing 

(C) PROCESSED GAS. Royally on any gos processed in o gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the General land Office All royalties due herein shall be based on one hundred percent (100°.4) of the total plant 
production of residue gas attnbutable to gas produced from this lease, and on fifty percent (50°.4), or that percent accruing to Lessee, whichever as the 
grealer, of the total plent product10n of ltquld hydrocarbons attnbuteble to the gas produced from thlS lease. provided that If hquld hydrocarbons are 
recovered from gas processed 1n a plant 1n which Lessee (or its parent, subsidiary or affiliale) owns an interest, then the percentage applicable to hqutd 
hydrocarbons shall be fifty percent (50%) or the highest percent accrutng to a third party processtng gas through such plant under a processing 
agreement negotiated et arm's length (or 1f there Is no such third party, the highest percent then being specified m processing agreements or contracts In 
the Industry), whichever Is the greater The respective royeltles on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gos (or hqu1d hydrocarbons) of comparable quahty m the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of ltquld hydrocarbons), whichever 1s the greater In no event. however, shall 
the royalties payable under thlS paragraph be less than the royallJes which would have been due had the gas not been proces.sed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gos (excepting hquld 
hydrocarbons) whether said gas be ·cas1ngheod," "dry," or any other gas, by fract,onallng, bumtng or any other processing shall be l/5 part of 
the gross production of such products, or the market value thereof, al the option of the owner of the soil or the Comm1ss1oner of the General land Office, 
such market value to be determined as follows 1) on the baslS of the highest market pnce or each product for the same month m which such product Is 
produced, or 2) on the baslS or the average gross sale price of each product for the same month m which such products are produced, whichever 1s the 
greater 



5. MINIMUM ROYAL TY. Dunng any year after the exp1rat1on of the pnmary term'5r.th1s Ii e.,Q.htS lea ,s) M lntained by production. the 
royalties paid under this lease in no event shall be less than an amount equal to the total apllwa1,:ie1 ren~ I h rtOn Z,rcM d, otherwise, there shall be 

- duo and payable on or before the last day of the month succeeding the anniversary date of'Ui leallJ p equdlJ tt\l'. tal annual rent.al less the 
amount of royalties paid dunng the preceding year If Paragraph 3 of thts lease does not specify a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other prov1s1on in this lease, at any time or from tme to time, the owner of the soil or the 
Comm1ss1oner of the General Land Office may, at the option of either. upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing lo such royalty owner under this lene be made in kind The owner of the soil's or the Commissioner of the General 
Land Office's nght to take its royalty In kind shall not d1m1nish or negate the owner of the soil's or the CommtSsioner of the General Land Office's nghts 
or Lessee's obhgattons. whether express or implied. under this lease 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant Notw1thstand1ng any other prov1S1on of thtS lease. and subject to the wntten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas hfl purposes on the leased premises or for 
lnJect1on into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease 

9. ROYAL TY PAYMENTS AND REPORTS. All royalties not taken tn kind shall be paid to the CommtSStoner of the General Land Office at 
Austin. Texas, ,n the following manner 

Payment of royalty on productJon of oil and gas shall be as provided ,n the rules set forth In the Texas Register Rules currently provide that royalty on oil 
is due and must be recerved in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas 1s due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the alfidav1t of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and d1spos1t1on of all 011 and gas produced and the market value of the 011 and gas, together with a copy of all documents, 
records or reports confirming the gross production, d1spos1tlon and market value including gas meter readings, p1pel1ne receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production, disposition and market value In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a peJ\Blty of 5°.4 on the royalty or $25 00 whichever IS 

greater A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever 1s greater In add1tton 
to a penalty, royalties shall accrue interest ot a rate of 12% per year, such interest will begin to accrue when the royalty ts Sixty (60) days overdue 
Affid v1ts and supporting documents which are not filed when due shall Incur a penalty In an amount set by the General land Office administrative rule 
which II effective on the date when the affidavits or supporting documents were due The Lessee shall bear all respons1b1hty for paying or cauStng 
royalties to be paid as prescribed by the due date provided herein Payment of the dehnquency penalty shall in no way operate to proh1b1t the Suite's 
nght of forfeiture as provided by law nor act to postpone the date on which royalties were ong1nally due The above penalty proV1slons shall not apply in 
cases of title d11pute 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 AND OTHER RECORDS. Lessee shall annually fum11h the Commissioner of the General Land Office 
with Its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Comm1ss1oner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts w1th1n thirty (30) days after 
entenng Into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unless otherw,se authonzed by Lessee All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises. Including the books and accounts. receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall et all times be subJect to inspection and examinatton by the Comm1ss1oner of the General Land Office, the 
Attorney General, the Governor, or the representatrve of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten nottee of all operaltons on this lease shall be submitted to the Comm1ss1oner of the General 
Land Office by Leasee or operator five (5) days before spud date. workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such written nouce to the General Land Office shall Include copies of Railroad Commission forms for apphcatlon to dnll Copies of well tests, 
completion reports and plugging repons shall be supplied to the General Land Office at the tme they are filed with the Texas Railroad Commission All 
apphcatlons, permits, reports or other filings that reference thtS lease or any specific well on the leased premtses and that are submitted to the Texas 
Railroad Commtsslon or any other governmental agency shall Include the word "State• in the lttle Addrt1onally, 1n accordance with Railroad Commkssion 
rules , any Stgnage on the leased premtSes for the purpose of identifying wells. tank battenes or other associated mprovements to the I.and must also 
include the word ·state· Lessee shall supply the General Land Office with any records. memoranda, accounts, reports. cuttings and cores, or other 
Information relative to the operation of the above-described premtSes, which may be requested by the General Land Office. 1n add1Uon to those herein 
expressly provided for Lessee shall have an electncal and/or rad1oacttvrty survey made on the bor&-hole sectlon. from the base of the surface casing to 
the total depth of well, of all wells dnlled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports. documents or other matenals are not filed 1n the General Land Office when 
due The penalty for late filing shall be set by the General land Office adm1mstrat1ve rule which Is etfect,ve on the date when the matenals were due In 
the General Land Office 

11 . DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnor to discovery and 
production of oil or gas on said land, Lessee should dnll a dry hole or holes thereon. or 1f dunng the pnmary term hereof and after the discovery and 
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actual production of oil or gas from lhe leased premises such production lhereof should ~ e fr;4, aQ)C caus ,~is , e se shall nol terminate rf on or 
before lhe expiration or suety (60) days from date of completion of said dry hole or ces~ n f uC,1on•L$ e mences add11tonal dnlhng or 

• rewor1cmg operallons thereon, or pays or tenders the ne>d annual delay rent.It m the same l't>,ill'lner ~ ~ d m \ t If dunng the last year of the 
pnmary term or within Sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, 
Lessee's nghts shall remain in full force and effect without further operations unbl the expiration of the pnmary term. and rf Lessee has not resumed 
production In paying quanltt1es at the exp1rat1on of the pnmary term, Lessee may maintain this lease by conducting additional dnlling or rewor1<1ng 
operations pursuant to Paragraph 13, using the exp1rslton of the pnmary term as the date of cessation of producuon under Pa111grsph 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 withm the pnmary term hereof, Lessee may 
resume payment of the annual rental In the same manner os provided herem on or before the rental paymg date followmg the expiralton of 11xty (60) 
days from the date of completion of such shut-In oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well 1s located on the leased premises, payments may be made 1n accordance 
with lhe shut-in provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1rat1on of the primary term, neither 011 nor gas Is being 
produced on sa id land, but Lessee is then engaged In dnlhng or reworking operations thereon, this lease shall remam in force so long as operattons on 
said well or ror dnll1ng or reworking of any additional wells are prosecuted In good faith and 1n workmanlike manner without interruptions tot.aling more 
than sixty (60) days dunng any one such operation, and tf they result in the production of 011 and/or gas, so long thereafter as 011 and/or gas is produced 
1n paymg quantitles from said land, or payment of shut-In oil or gas well royalties or compensatory royallles is made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the exp1rat1on of the pnmary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate lf Lessee commences addltlonal dnlllng or reworking 
operations within sixty (60) days after such oessatton, and this tease shall remain In full force and effect for so long as such operations continue In good 
faith and In workmanlike manner without Interruptions totaling more than sixty (60) days It such dnlhng or reworking operations result 1n the production 
of 011 or gas, the tease shall remain In full force and effect for so long as 011 or gas is produced from the leased premises in paying quantities or payment 
or shut-In oll or gas well royalties or payment of compensatory royatUes 1s made as provided herein or as provided by law If the dnll1ng or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate 1f the Lessee commences additional dnlhng or reworking 
operations within 11xty (60) days aner the completion of the well as a dry hole, and this lease shall remain ,n effect so long as Lessee continues dnlling or 
reworking operations In good faith and 1n a worl<manhke manner without Interruptions totaling more than sixty (60) days Lessee shall give wntten notice 
to the General Land Office within thirty (30) days of any cessation or production 

1'4. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any well that has been assigned a well number by the stat agency 
having Junsdict1on over the production of oil and gas It, at any time after the exp1rat1on of the pnmary term or a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing 011 or gas In paying quanltlles ts located on the leased premises, bul olf or gas is not being 
produced for lack or suitable production facilities or lack of a suitBble marl<el, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1 ,200 a year for each well capable of producing otl or gas In paying quanltties If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes or this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each initial shut-in 011 or gos royalty must be paid on or before (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlhng "'reworkmg operation 1n accordanoa 
with the lease provisions. whichever date is latest Such payment shall be made one-half (112) to the Comm1ss,oner of the General land Office and one­
half (112) to the owner of the soil If the shut-in otl or gas royalty 1s paid, the lease shall be considered to be a producing tease and the payment shall 
extend the term of the tease for a penod of one year from the end of the pnmary term, or from the first day of the month followmg the month In which 
production ceased, and, aner that, 1f no suitable production fae1trt1es or suitable market for the 011 or gas elClsts, Lessee may e>dend the lease for lour 
more successive penods of one (1) year by paying the same amount each year on or before the exp1rat1on of each ahut-m year 

15. COMPENSATORY ROYAL TIES. If, during the penod the lease II kepi in effect by payment of the shut-In oil or gas royalty, 011 or gas Is 
sold and delivered m paying quantities from a well located within one thousand (1 ,000) feel or the leased premises and completed In the same producing 
reservoir, or In any case in which drainage is occurnng, the nght to continue lo ma1ntam the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may mamta1n the lease for four more 
successive years by Lessee paymg compensatory royalty at the royalty rate provided in the lease of the market value of production from the welt causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1 ,000) feet of the teased premises The compensatory 
royalty is to be paid monthly, one-half (1/2) lo the Comm1ss1oner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the lost day of the month folloW1ng the month in which the 011 or gas 1s produced from the well causmg the drainage or that 1s completed in the 
same produe1ng reservoir and located within one thousand (1 ,000) feet or the leased premises If the compensatory royalty paid In any 12-month period 
1s an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the drfference within thirty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not ltmely paid will accrue penalty and interest in accordance with Paragraph 9 or th11 
lease None of these prov1s1ons will relieve Lessee or lhe obligation of reasonable development nor the obhgatton to dnll offset wells as provided In 
Texas Natural Resources Code 52 173 however. at the delerm1nat1on of the Comm1ss1oner. and with the Comm1ss1oner's wntten approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells 

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

(A) VERTICAL. In the event this lease 11 in force and effect two (2) years after the exp1rat1on date of the pnmary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each otl well capable of producing in paying quant1t1es and 320 acres 
surroundmg each gas well capable of producing 1n paying quant1t1es (including a shut-in oll or gas well as provided 1n Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous dnlhng or rewor1ung operations, or (2) the number of acres included m a produong pooled unit 
pursuant to Texas Natural Resources Code 52 151-52 154, or (3) such greater or lesser number or acres as may then be allocated for production 
purposes to a proration unlt for each such producing well under the rules and regulallons of the Railroad Comm1ss1on of Texas. Of' any successor 
agency, or other governmental authonty having Jurisd1ct1on It al any lime after the effective date of the partial 1erm1nat1on prov111ons hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage 1s thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate os to 1111 acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termlnaUon or this lease as to II portion or the lands covered hereby, Lessee shall nevertheless continue lo have Iha right of ingress 
lo and egress from the lands still subject to \h11 lease for all purposes descnbed in Paragraph 1 hereof, together with easements and nghts-of-way for 
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existing roads, existing pipelines and other existing fecihttes on, over and across ell the la~ des ~ ed .irC Pera .1 2 ,i reof ("the retained lends"), for 
access to end from the retained lands end for the gethenng or trensportel1on of oil, gas on ~ e, mtrSerals!pr u~~fr Jhe retained lends 

• • • • • • . ... ... . .. 
(B) HORIZONTAL. In the event this lease 1s in force end effect two (2) years after the expiration dale of the pnmory or extended term rt shall 

further terminate as to ell depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus ong1nally paid as consideration for this lease (as speofied on page 1 hereof) If such amount 1s paid, lh1s lease shall be tn force and effed as to 
such deeper depths, and said termination shall be delayed for an additional penod of two (2) years and so long lhereafler as 011 or gas ts produced in 
paying quantities from such deeper depths covered by this lease 

(Cl IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as prad1cal, be in the form of a 
square with the well located 1n the center lhereof, or such other shape as may be approved by the Commissioner of lhe General Lend Office Wrthln 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a sebsfadory 
legal descnptlon of the acreage and/or depths not retained hereunder The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescnbed by the General Lend Office rules 1n effed on the date the release IS filed If Lessee tails or refuses 
to execute end record such release or releases wilhin ninety (90) days after being requested to do so by the General Land Office, then the 
Comm1Ssioner at hlS sole d1screlJon may designate by wnllen instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease ts localed and ,n the official records of the General Land Offtce and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. N either the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of hlS obhgallon 
to protect the oil and gas under the above-descnbed land from being drained Lessee, sublessee, receiver or other agent In control of the leased 
premises shall dnll es many wells as the fads may iustrfy and shall use appropnate means and dnll to a depth necessary to prevent undue drainage of 
011 and gas from the leased premises In add1hon, If oil and/or gas should be produced 1n commercial quant,ltes within 1,000 feet of the leased prem1Ses, 
or in any case where the leased prem1Ses ts being drained by production of 011 or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good forth begin the dnlhng of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed wi1hin 1,000 feet of the leased premises slart producing in commerc,al quanlJties and shall prosecu1e such dnlhng W11h c:llhgence 
Failure to satisfy the statutory offset obltgalton may subJect thlS lease and the owner of the soil's agency nghts to forferture Only upon the determtnolion 
of the Commissioner of the General Land Office and with hlS wntten approval may the payment or compensatory royalty under appficable slalutory 
parameters satisfy the obhgat1on lo dnll an offset well or wells required under thlS paragraph 

18. FORCE MAJEURE. If, after a good faith effort, Lessee IS prevented from complying with any express or mphed covenant of this lease, 
from condud1ng dnlhng operations on the leased premises, or from producing 011 or gas from the leased premises by reason of war, rebellion, riots, 
stnkes, ads of God, or any valid order, rule or regulation or government authonty, then while so prevented, Lessee's obligation to comply wilh such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting dnlhng and reworking operations or from producing otl or gas from the leased 
premises However, nothing In this paragraph shall suspend the payment or delay rentals in order to maintain this lease m effect dunng the pnmary term 
In the absence of such dnlllng or reworking operations or produd1on of 011 or gas 

19. WARRANTY CLAUSE. The owner of the soil worrnnls and agrees to defend lltle to the leased prem11es If the owner of the soil defaults 
In payments owed on the leased premises. then Lessee may redeem the nghts of the owner of the 1011 in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises If Lessee makes payments on behalf or the owner or the soil under this parograph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner or the soil owns less than the entire und1v1ded surface estele 1n the above 
described land, whether or not Lessee's Interest IS speofied herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his interest bears to the entire und1v1ded surface eslate and the royalues and renlal herein provided to be paid to 
the Commissioner of the General Land Office of the Stele of Texas shall be llkeWlse proporttonelely reduced However, before Lessee ad1usts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authonzed representallve must submit to the Commissioner of the 
General Lend Office a wnlten statement which explains the discrepancy between the Interest purportedly leased under lhls lease and the actual Interest 
owned by the owner of the soil The Commtssloner of the General Land Office shall be paid the value or the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable lo such undivided interest However, tn no event shall 
the Commissioner or the General Land Office receive as a royalty on the gross produd1on allocable to the undlVlded interest not leased an amount le" 
than the value of one-sixteenth (1116) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term. a portion of the land covered by this lease 1s included within lhe boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance W11h Natural Resources Code Sec:tJons 
52 151-52 154, or tf, at any time after the exptrahon of the pnmary term or the extended term, this lease covers a lesser number of acres than lhe total 

mount described herein, payments that are made on a per acre baS1s hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under lhe terms of this lease dunng lhe pnmary term shall be 
calculated based upon lhe number of acres outside the boundanes of a pooled unn or, lf alter lhe expiration of the pnmary term, the number or acres 
actually retained and covered by lhlS lease 

21 . USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under lhis lease except water 
from wells or lanks of the owner of the soil, provided, however, Lessee shall not use potable water or water surteble for livestock or lmgatton purposes 
for waterflood operations without the pnor consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the sotl for damages caused by ,ts operallons to all personal property, 
Improvements, hvestock and crops on said land 

23. PIPELINE DEPTH. When requesled by lhe owner of the s01I, Lessee shall bury rls ptpehnes below plow depth 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than five hundred (500) feet to any house or bam now on said premises wtlhout 
the wntten consent of the owner of the sotl 
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25. POLLUTION. In developing this area, Lessee shall use lhe highest degree re ,£1 a i per are rds to prevent pollullon Without 
hmitmg the foregoing, pollullon of coastal wetlands, natural waterways, nvers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contaminauon In the event of pollullon Lessee shall use all means at ,ts disposal to 
recapture all escaped hydrocarbons or olher 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 pits and tank battenes so as to proted livestock against loss, damage or 1n1ury, and upon 
complellon or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the dnlllng site of all rubbish 
thereon Lessee shall, while conductmg operations on the leased premises, keep said premises free of all rubbish, cans. bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface o f the land to as near its ongrnel cond1t1on and contours as ,s precticoble Tenks end 
equipment Wiii be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subjed to hmttallons In this paragraph, Lessee shall have the nght to remove machinery end fixtu~s placed 
by Lessee on the leased premises, including the right to drew and remove casing, w1th1n one hundred twenty (120) days ofter the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod However, Lessee may not remove casing from 
any well capable of producing oil end gas 1n paying quantities Additionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice to the Comm1sS1oner or the General Land Office and to the owner of the soil The owner or the soil shall become the owner of any machinery, 
fbdures. or casing which are not ltmely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the cond1l1ons contained In this paragraph and Paragraph 29 or this lease, the nghts and estates or either 
party to this lease may be assigned, in whole or In pan, and the provisions of this lease shall extend to and be binding upon their heirs, devlsees, legal 
representatives, successors and assigns However, a change or d1v11lon in ownership of the land, rentals, or royalties Wiii not enlarge the obligot1ons of 
Lessee, durnnish the nghts, pnv1leges and estates of Lessee, impeir the effectiveness of any peyment made by Lessee or imper the elfectlveness of any 
act performed by Lessee And no change or d1V1s1on In ownership of the land, rentals, or royalties shall bind lessee for any purpose until thirty (30) days 
after the owner of the soil (or hlS heirs, dev1sees, legal representattves or assigns) furnishes the lessee with sattsfactory wntten evidence of the change 
in ownership, Including the ong,nal recorded munments of llUe (or a certified copy o f such ong,nal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the Interest assigned, relleve and dtscharge Lessee of all subsequent 
obligat,ons under this lease If this lease is assigned In rts entJrety as to only part of the acreage, the nghl and option to pay rentals shall be apportioned 
as between the several owners retably, according to the area of each, and failure by one or more of them to pay hts share of the rental shall not affect 
this lease on the part of the lond upon which pro rats rentals are umely paid or tendered, however, 1f the assignor or assignee does not file a cenrfled 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and be subject to all obligations, liab1htles, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any llab1htles to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), rf the owner of the soil acquires this lease 1n whole or In 
pan by assignment Without the pnor wntten approval of the Comm1SSioner of the General Land Office, this lease Is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Comm1111oner An assignment Wiii be treated as If 1t were made to the owner of the soil if the 
assignee ,s 

( 1) a nominee of the owner of the soil, 
(2) a corporeUon or subsidiary In which the owner of the soil Is o principal stocl<holder or Is an employee of such a corporation or subsidiary, 
(3) a partnership in which the owner of the soil ts a panner or ts an employee of such o pannersh1p, 
(4) a pnncipal stockholder or employee of the corporation which ls the owner of the 1011, 
(5) a partner or employee in a partnership which is the owner of the soil. 
(6) a fiduciary for the owner of the soil, Including but not hm1ted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of lhe soil, or 
(7) a family member of the owner of the soil or related to the owner of the sod by marnage, blood, or adoption 

28. RELEASES. Under lhe conditions contained 1n thts paragraph and Paragraph 29, Lessee may at any time execute and dehver to the 
owner or the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obltgations as to acreage surrendered If any part of this lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
1mmed1ately pnor to such surrender, however, such release will not relieve Lessee or any hablhtles which may have accrued under thts lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded in the county where the land Is Situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clari< of the 
county in which the inslrument 1s recorded, must be filed in the General Land Office wrth1n 90 days of the last execution date accompanied by the 
prescribed filing fee If any such assignment ts not so filed, the nghts acquired under this lease shall be subJect to forfeiture at the oplton or the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provlslons pe11Blnlng to the lease of the above-descnbed land have been Included In thlS Instrument, 
Including the statement of the true conslderallon to be paid for the execution of this lease and the nghts and duties of the parltes Any collateral 
agreements concerning the development of 011 and gas from lhe leased premises which are not contained 1n thlS lease render thlS leue invalid 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully d11ciose any facts affecting the State's Interest in 
the leased premises When the interests of the owner of the soil connict With those of the State, the owner of the 1011 IS obligated to put the State's 
mleresls before his personal interests 

32. FORFEITURE. If Lessee shall fail or refuse lo make the payment of any sum within thirty days after 1l becomes due, or rf Lessee or an 
authorized agent should knowingly make any false return or false repon concerning production or dnlllng, or if Lessee shall fall or refuse to dnll any 
offset well or wells In good faith as required by law and the rules end regulol1ons odopted by the Comm,uloner of the General Lend Office, or if Lessee 
should tan to file reports in the manner required by law or fail to comply with rules and regulallons promulgated by the General Land Office. the School 
Land Board, or the Railroad Comm1ss1on, or 1f Lessee should refuse the proper authonty access to the records perta1n1ng to operations, or if Lessee or 
an outhon~ed agent should knowingly fail or refuse to give corred information to the proper authonty, or knOW1ngly fall or refuse to fum11h the General 
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Land Office a correct log of any well. or 1f Lessee shall knowingly violate any of the mate rovu111:ns aCthls I s• . .. rr this lease 1s assigned and the 
assignment 1s not filed in the General Land Office as required by law. the rights a ir~d· un r th~ le"asi at subJect to forfeiture by the 

• Commissioner, and he shall forfeit same when sufficiently informed of the facts which aul i e a /4!tedi1Xa, an .., ea l rfe1ted the area shall ag111n be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waMng the automatic termination of this 
lease by operation or law or by reason or any special hmltallon ans1ng hereunder Forfeitures may be set aside and this lease and all nghts thereurlder 
reinstated before the rights of another Intervene upon satisfactory evidence lo the Commissioner of the General Land Office of future compliance with 
the provisions or the law and or this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the Slate shall have a first lien upon all 011 and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance or 
this lease, Lessee grants the St.ate. In 11dd1Uon to the lien provided by Texas Natural Resources Code 52 136 and any other apphcable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale or such leased minerals, whether such proceeds are held by Lessee or by a third party. and all fixtures on and improvements to the 
leased premises used In connection with the production or processing or such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason or Lessee's breach or 
any covenant or condition or this lease, whether express or 1mphed This lien and secunty interest may be foreclosed with or without court proceedings 1n 
the manner provided ,n the Title 1, Chap 9 or the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this hen Lessee hereby represents that there 
are no pnor or superior hens arising from and relating to Lessee's adJv1t1es upon the above-descnbed property or from Lessee's acquistlJon or this lease 
Should the Commissioner at any time deterrrune that this representation ts not true, then the Comm1sst0ner may declare this lease forfeited as provided 
herein 

~ - POOLING. Lessee 1s hereby granted the right to pool or unrllze the royalty interest or the owner or the soil under this tease with any other 
leasehold or mineral Interest for the exploration, development and production or oil or gas or either or them upon the same terms as shall be approved 
by the School Land Board and the Comm1ss1oner or the General Land Office for the pooling or unitizing or the interest of the Stale under this lease 
pursuant to Texas Natural Resources Code 52 151-52 15'1 The owner or the soil agrees that the inclusion or this provision 1n this lease satisfies the 
execution requirements stated 1n Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, thetr officers, employees, partners, 
agents. contractors. subcontractors. guests. invitees, and their respective successors and assigns, of and from all and any actJons and causes or action 
of every nature, or other harm, including environmental harm, for which recovery of damages ,s sought, Including, but not limited to, all losses and 
expenses which are caused by the act1v1ties of Lessee, ,ts officers, employees, and agents anslng out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may anse out or or be occasioned by Lessee's breach or any of the terms or provisions or this 
Agreement, or by any other negligent or stnctly liable act or omission or Lessee Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State or Texas and the owner of ihe soil, their officers, employees and agents their successors or assigns, against any 
and all claum, liabihlJes, losses, damages, actJons. personal injury (1nclud1ng death). costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or stnd liability, mctud1ng attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all enV1ronmental laws, those arising 
from or in any way related to Lessee's operations or any other of Lessee's adJv1t1es on the lened premises, those ensing from Lessee's use of the 
surface of the leased premises, and those that may anse out of or be occasioned by Lessee's breach or any of the terms or prov1st0ns or this Agreement 
or any other act or om1ss1on of Lessee, ,ts directors, officers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective successors and essigns Each assignee of this Agreement, or an interest therein, agrees lo be hoble for, exonerate, 1ndemnrfy, defend and 
hold harmless the Stale or Texas and the owner of the soil, their off1Cers, employees, and agents in the same manner provided above In connection with 
the acbv11Jes of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

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

37. APPLICABLE LAW. This lease ts issued under the prov1s1ons of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Rehnqutshmenl Act, and other applicable statutes and amendments thereto, and If any provision ,n this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowtedged by lh e"ssel bet~ e rt"11111 • ofr• cord 1n the county records and 

in the General Land Office of the State of Texas Once the filing requirements found In PaP aph -o f ~1 leas .ri'ave "een satrsfied the effective date 
of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Cieri< In any county In which all or any part of the leased premises Is located, and certified copies thereof must be filed In the General Land 
Office This lease Is not effective until a certrfied copy of this lease (which 1s made and cerllfied by the County Cieri< from hls records) 1s filed 1n the 
General Land Office In accordance with Texas Natural Resources Code 52 183 Addrt1onally. this lease shall not be binding upon the State unless fl 
recites the actual and true consideration pmd or promi.sed for execution of this lease The bonus due the State end the prescnbed flhng fee shell 
accompany such certrfled copy to the General Land Office 

TATEOFTEXA 

T TEOFTE 

STATE OF TEXAS 

COUNTY OF DALLAS 

PETRO-IIUNTl l C 

----=Q.J ~ +-
By Bruce Hunt , P:._esident~ ~ 

Dute: _ a~fe/os- __ J~l(l\i1" f 
~ ~{ 

ny - ~ 
lnd1v1dunlly nnd ns n~ent for the ~tnte of rexas 

TAX ID NO 

DATL 

(CORPORA TE ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared Bn,cE Lu · ~ known to me to be the 

person whose name is subscnbed to the foregoing Instruments as ~ ->...1A. \ ~ or Petro-Hunt L L C and acknowledged to me that he 

executed the same for the purposes and cons1der!llfltt'.'t1Wll\!l'.tv~~essed, in the capacity slated, end as the act and deed of s&1d co,porn 11011 
,~''' II. N ,~ 11

0 ("\,,,,,. Cc, C'l.h raj Given under my hand and seal of of!~~ l(y"P_ 1na . ,\.., ,'- ''-ilay of 1 , , , ~05 ""r-- r 
~ C:> ,.· ~"Ry · .. r'\.,_~ " 
~ . 0 ' ,0 • \.' ';,; ___ ..L.~ ~:!..::-~:::.....:....!......!..::' ~~~~~- -----

I ( ~ 1 \ ~ l Notary Public 1n and for STATE ofTEXAS 
~ :' ~*" \ -p ~ 

a : ,;. : s 
i ·. (> <o : § 

STATE OF N:[EXICO ~ o/f:+A~,, rt.i-'" .· ... l 
COUNTY OF u..d1 ~11,,11,:·~(JC'j& A*~ 

1111111111ww_..,,,-

(INDIVIDUAL ACKNOWLEDGMENl) 
_J t •.;,. .. ~es .. ~ 

BEFORE ME, the undersigned oulhonty, on this day personally appeered Jeanetta P Washburn known to me lo be the person whose name 

Is subscnbed to the loregoing instrument, and acknowledged to me that he executed the same for the purposes and cons1deral1on therein expressed 

Given under my hand and seal of office this the 3 day of , 2005 
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HIBJT " 
,, 

This Addendum is attached lo and made a part of ii and Gas Lease, dated April 
30, 2005 by and bet\J een Jeanella P. Washburn, individual! and as Agent for the tale of 
Texas, as Lessor, and Petro-I Junt L.L.C., as Lessee. 

AMENDED DELAYED RENTAL PROVISION 

As to any rentals that may be paid on or before the 111
, 2nd and 4th anniversary date, the 

total rental shall be payable in the amount of $16.30, and except that tf delay rentals are paid on 
or before the 3rd anniversary date, the total rental shall be payable tn the amount of $407 .24. 
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THE STATEOPTEli.B 



• Gener1I Lind Office 

B Rellnqulahment Act LHH Form 
RtvlHd, September 1997 

Notice of Confidentiality Rights: If you aro a natural person, you may remove or strike any of the following information from 
this instrument before It is filed for record In tho public records: your social security number or your driver's license number. 

~ u.stin, W:exa.s 
OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered into this 30th day or Apnl ~ , between the State or Texas. acting 

by and through Its agent, -'-'A ... n,..11a.....,c ...... B"-re""h""-m""""', 1,..n,._d1"'"v"'1d""u"'"a .. 11v.._ __ or 505 North 2"" Street. Lovington. NM 88260 

(Give Permanent Address) 

said agent herein referred to as the owner or the soil (whether one or more) , and 

or 1eo1 Elm. Suite 3:400, Dallas. TX 75201 
(Give Permanent Address) 

Petr:0::Hunt L L C 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and In conslderahon or the amounts stated below and or the covenants and agreements to be paid, kept and 
performed by Lessee under th1S lease, the State or Texas acting by and through the owner or the soil, hereby grants, leases and lets unto Lessee, ror 
the sole and only purpose of prospectJng and dnlhng for and producing oil and gas, laying pipe hnes building tanks, stonng oll nd building power 
stations, telephone Imes and other structures thereon, to produce, save, take care of, treat and transport said products or the lease, the following lands 
situated 1n Culberson County, State of Texas, to-wit 

T&P RR Co Survey, Block 61 , Township 2, Section 10 The South hair, or (347 5 acres more or less) 
Section 16 All, or (695 acres, more or less) 

conta1n1ng ..,_1.,..0:4~2_.5.__ ___ acres, more or less The bonus consideration paid ror this lease IS as follows 

To the State of Texas Four hundred seven pnd 231100 
Dollars ($407 23 ) 

To the owner o f the SOii Four hundred seven and 231100 
Dollars ($407 23 > 

Total bonus cons1derat1on Eklhl hundred fourteen and 461100 
Dollars (SCK.8 .... J 4"'--"<16...._ _______ _, 

The total bonus consideration paid represents II bonus or ,._F"'1rtyl.L..>a"-'n.,.d...,_n.,.,,o::...IJ..,OO..,._,'s.__ _________________________ _ 

----------------- Dollars (S-50 ......... 00.__ ____ ~> per acre. on 16 2890625 net acres. 

2. TERM. Subject to the other prov1s1ons in this lease, this lease shall be for a term or Frye {5) years from this date (herein 
called "pnmary term") and as long thereafter as oil and gas. or either or them. 1s produced 1n paying quantities from said land As used in this lease, the 
term •produced 1n paying quont1hes· means that the receipts from the sale or other authonzed commerc1al use or the substance(s) covered exceed out 
or pocket operational expenses for the 11x months last past 

.. . . .. 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this dale, this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit ,n the ____________ _ 
at _________________________________________________ _ 

or 1ls successors (which shall conllnue as the deposrtory regartlless or changes 1n the ownership of said land), the amount specified below, in add1hon, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LANO OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a hke sum on 
or before said dale Payments under this paragraph shall operate as a rental and shall cover the pnvllege of defemng the commencement or a well for 
one (I) year from said dale Payments under this paragraph shall be ,n the following amounts 

To lhe owner or lhe soil 1oE.::,1awhL1.\~11u:nd1iL..Ll~5{wl.l!OO:llt..... _________________________ _ 

Dollars (S,lt...!1L------------------------------' 

To the State of TeXBs .1oE.!l>,gwhL1.l 2'an~d!..l.:15/,!!..!;100~-------------------------

0ollars IJD"-.1..l"---------------------------------' 
Total Delay Rental ll!S'.!!nct~e<J:ec!Jn~a~n~d_.30~/1!..l<OO~------------------------­

Dollars (S.,_16"" . .:.;30"'---------' 

In a hke manner and upon hke payments or lenders nnually the commencement or 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 or the soil may be made by check or sight draft of Lessee, or any 
assignee or lh1s lease, and may be dehvered on or before lhe rental paying date If the bank designated tn this paragraph (or its successor bank) should 
cease to exist. suspend business, liquidate, fall or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shill 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 dehver lo Lessee a proper 
recortlable instrument naming another bank as agent to recetve such payments or tenders 

'4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for In this tease to the Comm,sstoner or the General Land Office or the Stale of Texas, at Auslin, Texas, and one-half (112) or such royalty to the 
owner or the soil 

(A) OIL Royalty payable on 011, which is defined as 1nclud1ng all hydrocarbons produced In a hquld form at the mouth or lhe well and also as 
all condensate, d1st1llate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other equipment. as hereinafter provided 
shell be 1/5 part of the gross production or the market value thereof, ot the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premium, 1f any, offered or paid for oil, condensate, distillate, or other hquld 
hydrocarbons. respectively, of a hke type and gravity 1n 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 ts the greater Lessee agrees that before 
any gas produced from the le sed premises ,s sold, used or processed in a plant, rt will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as effictent, so that all hquld hydrocarbons recoverable from the gas by suoh means 
will be recovered The requirement that such gas be run through a separator or other equipment may be warved, 1n wnting, by the royalty owners upon 
such terms and condrt1ons as they prescribe 

(8) NON PROCESSED GAS. Royalty on any gas (1ncJudlng nared gos), which Is defined as all hydrocarbons and gaseous substances not 
defined as 011 in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline. liquid hydrocarbons or other products) shall be 1/5 part or the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General land Office, such value to be based on the highest market pnce pad or offered for 
gas of comparable quahty in lhe 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 ,n measunng the gos under this lease shall not st any trne exceed 1'4 65 pounds per square inch absolute, 
and the standartl base temperature shall be sixty (60) degrees Fehrenhert, correctJon lo be made for pressure accorthng lo Boyle's Low, and ror specific 
gravity according lo tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at lhe option of the owner 
of the 1011 or the Commissioner of the General Lsnd Office All royalties due herein shall be based on one hundred percent (100%) or the total plant 
production of residue gas attnbutoble to gas produced from this lease, and on fifty percent (50°.4), or that percent accruing to Lessee, whichever Is the 
greater, of the total plant product10n or hquid hydrocarbons attnbutable to the gas produced from thtS le se, provided lhat ,f hquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or ,ts parent, subsidiary or affiliate) owns an interest, then the percentage applicable to hquld 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a thtrd party processing gas through such plant under a processing 
agreement negotiated al erm's length (or If there is no such lh1rtl party, the highest percent lhen being specified In processing agreements or contracts in 
the Industry), whtchever is the greater The respective royalties on residue gas and on liquid hydrocarbons shall be detennlned by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quahty in the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selling pnce for the respective grades of liquid hydrocarbons), whichever 1s the greater In no event, however, shall 
the royalhes payable under thlS paragraph be less than the royallles which would have been due had lhe gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hquld 
hydrocarbons) whether said gas be ·cas1nghead," *dry," or any other gas, by fractionating , burning or any other processing shall be 115 part of 
the gross production or such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be delerm,nod as follows 1) on the basis of the 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 pnce of each product for the same month in which such products are produced, whichever is the 
greater 
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5. MINIMUM ROYAL TY. During any year after the expiration of the pnmary term of this lease, If this lease 1s maintained by produdlon, the 
roya lties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided, otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary dale of thtS lease a sum equal lo the total annual rental less the 
amount of royalUes paid dunng 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 (S1 00) per acre 

6. ROYAL TY IN KIND. Notwithstanding any other provision in this lease, at any lime or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option or either, upon not less than st,cty (60) days notice to the holder or the lease, require that the 
payment of any royalties accruing lo such royalty owner under thtS lease be made in kind The owner of the soil's or the CommtSSioner of the General 
Land Office's nght to take its royalty In kind shall not d1m1ntsh or negate the owner of the soil's or the Comm1ss1oner of the General Land Office's rights 
or Lessee's obligations. whether express or Implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (Including those paid 1n kind) shall be without deduction for 
the cost of producing, galhenng, stonng, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value received, Including any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant Notw1thstand1ng any other provision of this lease, end subject to the wntten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
Injection Into any oil or gas producing formallon underlying the teased premises after the liquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas unlit it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease 

9. ROYAL TY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Comm1ss1oner of the General Land Office at 
Austin , Texas, In the following manner 

Payment of royalty on production of oil and gas shall be IS provided in the rules set forth 1n the Texas Register Rules CUl'Tently provide that royalty on oil 
1s due and must be received in the General Land Olf!Ce on or before the 5th day or the second month succeeding the month of production, and royalty 
on gas ls due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescnbed by the General Land Office 
and showing the gross amount and dispos1t1on of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines. tanks, or pools end gas lines or gas storage, and ony other reports or records 
which the General Land Office may require to venfy the gross production, d1spos1t1on and market value In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royelty payment WIS due, then Lessee owes a penalty of 5% on the royalty or S25 00, whichever 1s 
greater A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever is greater In addition 
to a penalty, royalties shall accrue Interest at a rate of 12% per year: such Interest will begin to accrue when the royalty 1s sixty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office admlntslrallve rule 
which is effective on the dole when the affidavits or supporting documents were due The Lessee shall bear all responsib1lrty for paying or causing 
royalties to be paid as prescnbed by the due date provided herein Payment of the delinquency penalty shall in no way operate to prohibit the Stste's 
right of forfeiture es provided by law nor act to postpone the date on which royalties were onglnally due The above penalty provisions shall not apply in 
cases or true 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 AND OTHER RECORDS. Lessee shall annually fum1sh the Commissioner of the General Land Office 
with Its best possible esllmate of 011 end gas reserves underlying thts lease or allocable to this lease and shall furnish said Commissioner with copies of 
all conlracts under which gas IS sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments Such contracts and agreements when rece111ed by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise authonzed by Lessee All other contracts and records pertaining to the production, 
transportation, sale and marketing ol the oil and gas produced on said premises, Including the books and accounts, rece pts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all tl/Tles be subject lo Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Wntten nottCe of all operations on this lease shall be submitted to the Comm1ss1oner of the General 
Land Office by Lessee or operator five (5) days before spud dete, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land OfftCe shall Include copies of Railroad CommtSSlon forms for appltcallon to dnll Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the tme they are filed with the T exas Railroad Comm1ss1on. A ll 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted lo the Texas 
Railroad Commission or any other governmental agency shall include the word "State• In the title Addlllonally, In accordance wrth Railroad Commission 
rules, any slgnege on the lea_sed premises for the purpose or identlfy1ng wells, lank batienes 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 
information relative to the operation of the above-<lescnbed premises, which may be requested by the General Land Office. in addition to those herein 
expressly provided for Lessee shall have an electrlcal and/or radioact1111ty survey mode on the bore-hole sectJon, from the base or the surface casing to 
the 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 malenals are not filed in the General Land Office when 
due The penalty for late filing shall be set by the General Land Office adm1nlstrat1ve rule which IS effective on the dote when the matenals were due 1n 
the General Land Office 



ctuat production of oll or gas from the leased premises such production thereof should cease from any cause, this lease shall not termrnate rf on or 
before the expiration of sixty (60) days from date of completron of said dry hole or cessatron of production Lessee commences add1llonal dnlllng or 
reworking operations thereon, or pays or tenders the next annual delay rental rn the same manner as provided In this lease If, dunng lhe last year of the 
pnmary term or within sixty (60) days pnor thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, 
Lessee's nghts shall remain In full force and effect without further operations until the exp1rat1on of the pnmory term. and rf Lessee has not resumed 
production In paying quantities at the expiration of the pnmary term, Lessee may maintain this tease by conducting additional dnllrng or reworking 
operations pursuant to Paragraph 13. using the expiration of the pnmary term as the date of cessabon of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-In 011 or gas well wrthrn the pnmary term hereof. Lessee may 
resume payment of the annual rental 1n the same manner as provided herein on or before the rental payrng date fol ng the expiration of sixty (60) 
days from the date of completion of such shut-in 011 or gas well and upon the failure to make such payment, thtS lease shall ipso facto terminate If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well ,s located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term. neither oil nor gas is berng 
produced on said land, but Lessee is then engaged in dnll1ng or reworking operations thereon, this lease shall remain ,n force so long as operations on 
said well or for dnlhng or rework ing of any additional wells are prosecuted in good faith and 1n workmanhke manner without rnterrupllons totaling more 
than Sl)cty (60) days dunng any one such operation, and if they resutt in the production of 011 and/or gas, so long thereaner as oil and/or gas ts produced 
in paying quantities from said land, or payment of shut-In orl or gas well royalties or compenS1tory royalties rs made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the pnmary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate rf Lessee commences addttJonal dnlhng or reworkrng 
operations within sixty (60) days after such cessation, and this lease shall remain 1n full force and effect for so long as such operations continue in good 
faith and In workmanlike manner without Interruptions totaling more than sixty (60) days If such dnlling or reworking operations result ,n the production 
of oil or gas. the lease shall remain in full force and effect for so long as oil or gas Is produced from the leased premtses In paying quantrtles or payment 
or shut-In oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law If the dnlllng or reworking 
operations result in the completion of a well as a dry hole, the lease wfll not terminate If the Lessee commences additional dnlhng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so tong as Lessee continues dnlhng or 
reworking operations in good faith and In a workmanlike manner Wlthout Interruptions totaling more than sixty (60) days Lessee shall grve wntten notice 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT-IN ROYAL T IES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the stale agency 
having Junsdictron over the production of oil and gas If, al any time after the expiration of the pnmary term of a lease that. unUI being shut in, was being 
maintained 1n fora, and effect. a well capable of producrng oil or gas In peyrng quantities Is located on the leased premises, but oil or gas Is not being 
produced for lack of surtable production fac,trt1es or lack of a suitable market, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producmg oil or gas in paying quantttJes If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of thls paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each initial shut-In 011 or gas royalty must be paid on or before (1 ) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premtSes, or (3) 60 days after Lessee completes a dnlhng or reworking operatJon in accordance 
with the lease provisions, whichever date Is latest Such payment shall be made one-half (112) to the Commissioner of the General land Office and ona­
half (112) to the owner of the soil If the shut-in 011 or gas royalty 1s paid, the lease shell be considered to be a producing lease and the payment shall 
extend the term of the leue for e penod of one year from the end of the pnmery term, or from the first day of the month follow,ng the month in which 
production ceased, and, after that. If no suitable production fac,lrues or su1lable market for the 011 or gas e>0sts. Lessee may extend the lease for four 
more successrve periods of one (1) year by paying the same amount each year on or before the exp1ratJon of each shut-rn year 

15. COMPENSATORY ROYAL TIES. If, dunng the period the lease rs kept rn effect by payment of the shut-m 011 or gas royalty, 011 or gas is 
sold and delivered in paying quantrhes from a well located within one thousand (1 ,000) feet of the leased premrses and completed In the same producing 
reservoir, or rn any case 1n which drainage Is occumng, the nght to conunue to maintain lhe tease by paying lhe shut-in oil or gas royalty shall cease, but 
the lease shall remein effective for the remainder of the year for which the royalty has been paid The Lessee may ma1nla1n the lease for four more 
successive years by Lessee payrng compensatory royalty al the royalty rate provided In the lease of the market value of production from the well causrng 
the drainage or which Is completed In the same producing reservoir and within one thousand (1 ,000) feet of the teased premises The compensatory 
royalty Is to be paid monthly, one-half (1/2) to the Commissioner or the General land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month followlng the month in which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same produc,ng reservoir and located within one thousand ( 1,000) feet of the leased premises If the compensatory royalty paid In any 12-month penod 
ts an amount less than the annual shut-in oil or gas royalty. Lessee shall pay an amount equal to the drfference Within thirty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not timely paid Wlll accrue penalty and Interest in accordance with Paragraph 9 of this 
lease None of these provisions will relleve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided In 
Texas Natural Resources Code 52 173, however, et the determination of the Commtssloner. and with the Commissioner's wntten approval, the payment 
or compensatory roya lties can satisfy the obhgotron to dnll offset wells 

16. RETAINED ACREAGE. Notwllhstand1ng any provision of this lease to the contrary, after a well producing or capable of producing or! or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator rn dnlhng such addrtlonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marketing the production thereon 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expirallon date or the pnmary or extended term it shall then 
terminate as to all or the teased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producrng 1n payrng quantities and 320 acres 
surrounding each gas well capable of producing in paying quantrt,es (1ndudrng a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged rn continuous dnlhng or reworking operations, or (2) the number of acres lnduded in a producing pooled unrt 
pursuant to Texas Natural Resources Code 52 151 -52 154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations or the Railroad Commission of Texas. or any successor 
agency. or other governmental authonty having Junsd1chon If at any time after the effed1ve date of the partial termination provisions hereof. the 
applicable field rules are changed or the well or wells located thereon are redasslfied so that less acreage ts thereafter allocated to said well or wells for 
production purposes, !hrs lease shall thereupon terminate as to all acreage not thereafter allocated to sold well or wells for production purposes 
No!Wlthstandrng the teg-glna~on of~ lease as to i1J>Orl1on of the lands covered hereby, Lessee shall nevertheless contin e to l)av ljle pg}lt of Ingress 
to and egress from IJle lanJ!s) trll s~ ct to thrs tilse for all purposes descnbed ,n Paragraph 1 hereo( fbgetMI' seme,nts h~f for 
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existing roads, existing pipelines and other existing facilrt1es on, over and across all the lands descnbed in Paragraph 1 hereof ("the retained lands0
) , for 

access to and from the retained lends and for the gathenng or transportation of oil, gas and other minerals produced from the retained lands 

(B) HORIZONTAL. In the event this lease Is In force and effect two (2) years after the exp1ralton date of the pnmary or extended term rt shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") In each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus ong1nally paid as consideration for this lease (as specified on page 1 hereof) If such amount 1s paid, this lease shall be tn force and effect as to 
such deeper depths, and sad termlnalton shall be delayed for an add1t1onal penod of two (2) years and so long thereafter as otl or gas Is produced 1n 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearty as practical, be 1n the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Comm1ss1oner of the General Land Office Wrthln 
thirty (30) days after partial termination of thas lease as provided herein, lessee shall execute and record a release or releases containing a saltsfadory 
legal descnplton of the acreage end/or depths not retained hereunder The recorded release, or a certified copy or same, shall be filed in the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release is filed If Lessee foils or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease IS located and In the off1C1al records of the General Land Office and such 
destgnatton shall be binding upon lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals , nor royalties paid, or to be paid, under this lease shall relieve lessee of hts obligation 
to protect the otl and gas under the above-<1escnbed land from being drained Lessee, sublessee, receiver or other agent In control or the leased 
premtSes shall dnll as many wells as the fads may Justify and shall use appropnate means and dnll to a depth necessary to prevent undue drainage or 
otl and gas from the leased premises In addition, rt oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or In any case where the teased premises IS being drained by production of oil or gas, the Lessee, sublessee. receiver or other agent In control of the 
leased premises shall in good farth begin the dnlhng of a well or wells upon the leased premises within 100 days after the dra1nrng well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producmg In commerc,al quanlltJes and shall prosecute such dnlhng with diligence 
Failure to saltsfy the statutory offset obligation may subject this lease and the owner of the soil's agency nghts to forfeiture Only upon the determination 
of the Commtsstoner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters salJsfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MA.JEURE. If, after a good forth effort, lessee IS prevented from complying with any express or implied covenant or this lease, 
from conduding dnll1ng operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebelhon, nots, 
stnkes, ads of God, or any valid order, rule or regulation of government authonty, then while so prevented, Lessee's obligation to comply w,th such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants, add1tlonally, this lease shall be 
extended while Lessee i.s prevented, by any such cause, from conducting dnlHng and reworking operations or from producing od or gas from the leased 
premises How ver, nothing in this paragraph shall suspend the payment of delay rentals tn order to ma1nta1n thts lease m effect dunng the pnmory term 
1n the absence of such dnlling or reworking operations or production of oil or gas 

19. WARRANTY CLAUSE. The owner of the soil warTBnts and agrees to defend trtle to the leased prem11es If the owner of the soil defaults 
In payments owed on the leased premases, then Lessee may r deem the nghts of the owner of the soil in the leased prem11es by paying any mortgage, 
laxes or other liens on the leased premises If Lessee makes payments on behalf or the owner or the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTION-'TE REDUCTION CLAUSE. If the owner or the soil owns less than the entire undivided surface est.ote in the above 
descnbed land, whether or not lessee's interest II speofied herein, then the royalties and rental herein provided to be paid to the owner or the soil shall 
be paid to him in the proportion which his interest bears to the entire undlVlded surface estate and the royalUes and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be ltkewise proportionately reduced However, before Lessee adJusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authonzed representative must submit to the Commissioner of the 
General Land Office a wnllen statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual Interest 
own d by the owner of the soil The Commissioner of the General Land Office shall be paid the value or the whole production allocable to any und1Vlded 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest However, In no event shall 
tho Commissioner of the General Land Office receive os a royalty on the gross production allocable to the und1v1ded interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portion of lhe land covered by this lease is Included within the boundanes 
of a pooled unrt that has been approved by the School Land Board and the owner of the soil In accordance with Natural Resources Code Sections 
52. 151 -52.154, or if, al any lime after lhe expiration of the pnmary term or the e>e1ended term, this lease covers a lesser number of acres then the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease dunng the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, lf after the expiration of the primary term. the number of acres 
actually retained and covered by this lease 

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

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

23. PIPELINE DEPTH. When requested by the owner of the soll, Lessee shell bury tts pipelines below plow depth 

24. WELL LQ~ AllON LIMJT. No well shi U be drilled nearer than five hundred (500) feet to any house ~bam now on s 
the written consent of ~ e o<,fn~ of lQe ~oll : • '1' l 
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25. POLLUTION. In developing this oreo, Lessee shall use the highest degree of care nd all proper safeguards to prevent pollution Without 
l1mit1ng the foregoing, pollution of coaslol weUands, natural waterways, nvers ond impounded water shall be prevented by Iha use of containment 
f c,hl1es sufficient to prevent spillage, seepage or ground water contominat1on In the event of pollution, Lessee shall use all means at rts disposal to 
recapture all escaped hydrocarbons or other pollutant end shall be responsible for ell damage to public and pnvate propert1.es Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank battenes so as to protect livestocl< against toss, damage or in1ury; and upon 
completion or abandonment of any well or wells , Lessee shall lilt and level all slush pits and cellars and completely clean up the dnllmg site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises, keep said prem11es free of all rubbish, cans, bollles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to a, neer its ong1nal cond11Jon and contours as Is practJcable Tanks and 
equipment Wiii be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to limitations 1n this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the nght to draw and remove ca11ng, wrthm one hundred twenty (120) days after the expiration or the 
terminet,on of this lease unless the owner of the soil grants Lessee an extension of th11 12Ck:Jay penod However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities Addrtionolly, Lessee may not draw and remove casing un\JI alter thirty (30) days wntten 
notice to the Comm11S1oner 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 <:Ming which .re not umety removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the nghts and estates of either 
party to this lease may be assigned, in whole or In part, and the provisions of this lease shall extend to end be bending upon their heirs, devisees, legal 
representatives, successors and assigns However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee And no change or dlvtSlon In ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the 11011 (or his heirs, devisees, legal representatives or oulgns) furnishes the Lessee With satisfactory wntten evidence of the change 
In ownership, including the original recorded munlments of trtle (or a certified copy of such onginal) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obhgatlons under this lease If this lease es assigned In its entirety as to only part or the acreage, the nght and opUon to pay rentals shall be apportioned 
as between lhe several owners ratably, according to the area of each, and failure by one or more of them to pay hes share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered, however, If the assignor or assignee does not file a certified 
copy of such asS1gnment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghls and be subject to all obligations, liablhhes, and penalties owed to the State by the 
original lessee or any pnor assignee of the lease, lndud1ng any habihties to the State for unpaid royalties 

(8 ) ASSIGNMENT LIMITATION. Notwrthstand1ng any prov11lon In Paragraph 27(a), if the owner of the soil acquires this lease in whole or In 
part by assignment without the pnor wntten approval or the Comm1SS1oner or the General Land Office, this lease II void u of the time of assignment and 
the agency power of the owner may be forfeited by the Commtssloner An assignment Wlll be treated as If it were made to the owner of the soil rf the 
assignee is 

( 1) a nominee of the owner of the soil, 
(2) a corporatlon or subsidiary In which the owner of the soil ls a pnncipal stockholder or Is an employee of such a corporation or subsidiary, 
(3) a partnership In which the owner of the soil es a partner or IS an employee of such a partnership, 
(4) a pnnc,pal stockholder or employee of the corporation which is the owner of the 1011, 
(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 hm1ted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil. or 
(7) a family member of the owner of the soil or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the conditions contained 1n this paragraph and Paragraph 29, Lessee may at any lime execute and deliver lo the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portJons, and be relteved of all subsequent obligabons as lo acreage surrendered If any part of th11 lease Is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately pnor to such surrender, however, such release will not relieve Lessee of any liabiltties which may have accrued under this lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease II assigned or released, such assignment or release must be 
recorded in the county where the land 1s srtuated. and the recorded instrument. or a copy of the recorded instrument certified by the County Clerk of the 
county In which the instrument is recorded, must be filed m the General Land Office Wllhm 90 days of the last execution dale accompanied by the 
prescnbed filing fee If any such assignment ts not so filed. the nghts acquired under th11 lease shall be subJed to forfeiture at the option of the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All prov111ons pertaining to the lease of the above~escnbed land have been Included In lhls Instrument, 
mciud1ng the statement of the true con11derat1on lo be paid for the execution of this lease and the nghts 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 this lease invalid 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduoary duty and must fully disclose any facts affecting the State's interest In 
the leased premises When the interests of the owner of the soil connict With those of the State. the owner of the soil Is obligated to put the St.te's 
Interests before his personal Interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum withtn thirty days after rt becomes due, or ff Lessee or an 
authonzed agent should knowingly make any false return or false report concerning produdion or dnlhng, or if Lessee shall fall or refuse to dnll any 
offset well or wells In good fa ith as, required by law and the rules and regulations adopted by the Comm1ss1oner of the General Land Office, or if Lessee 
should fall to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the R11Uij>ad 0Commi Ion, or If Les ; should refuse the proper outhorrty access to the records pertatn1ng lo operat1oos 9r If Lessee or 

an authorized agent ~ ot1 k~o~ in~~all or r~fu~,: t give correct Information to the proper authonty, or know,n ail re fot!Jt General 
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Land Office a corred log of any well, or 1f Lessee shall knowingly violate any of the matenal provisions or this lease, or 1f this lease 1s assigned and the 
assignment is not filed 1n the General Land Office as required by law, the nghts acquired under this lease shall be subJect to forfeiture by the 

• Commissioner, and he shall forfeit same when sufficiently informed of the fads which authonze a forfeiture, and when forferted the area shall aga in be 
subjed lo lease under the terms of the Relinquishment Act However, nothing herein shall be construed as warving the automatic termrnat1on of this 
lease by operallon of law or by reason of any special llmllalion anStng hereunder Forfeitures may be set aside and this lease and all oght.s thereunder 
reinstated before the rights or another Intervene upon saUsfadory evidence to the Commissioner or lhe General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulatrons that may be dopted relalJve hereto 

33. LIEN. In accordance wrth Texas Natural Resources Code 52 136, the State shall have a first hen upon all oil and gas produced from the 
area covered by this lease lo secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
thtS lease, Lessee grants the Stale, 1n addition lo the hen provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
express contractual lien on and secunty Interest m all leased minerals m arnd extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connedt0n with the production or processing of such leased minerals m order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason or Lessee's breach of 
any covenant or condition of this lease, whether express or 1mpl1ed This lien and secunty interest may be foreclosed with or without court proceedings in 
the manner provided In the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby represents that there 
are no pnor or superior liens anslng from and relating to Lessee's 11ctrv1ties upon the above-<!escnbed property or from Lessee's acquisltJon of this lease 
Should the Commissioner at any lime determine that this representation is not true , then the Commissioner may declare this lease forfeited es provided 
herein 

J..4. POOLING. Lessee Is hereby granted the nght to pool or unitrze the royalty interest or the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of 011 or gas or erther or them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unltwng of the interest of the State under this lease 
pursuant to TeXBs Natural Resources Code 52 151-52 154 The owner of the soil agrees that the 1ncJus1on of this provision In this lease sabsfies the 
execution requirements stated m TeXBs Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partners, 
agents, contradors, subcontradors, guests, invrtees, and their respedrve succeuors nd assigns, of end from all and any actrons end causes of actton 
of every nature, or other harm, incJudrng environmental harm, for which recovery of damages as sought, 1nciudmg, but not hm1ted lo, ell losses and 
expenses whrch are caused by the actrv1ties of Lessee, rts officers, employees, end agents ens1ng out of, incidental to, or resullJng from, the operations 
of or for Lessee on the leased premises hereunder, or that may anse out or or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission or Lessee Further, Lessee hereby agrees to be llable for, exonerate, indemnity, 
defend and hold harmless the Slate of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death). costs and expenses, or other harm for which recovery of damages 
Is sought, under any theory Including tort, contrad , or stnct llabil,ty, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising 
from or In any way related to Lessee's operations or any other of Lessee's actlv1tles on the leased preml!les: those ansing from Lessee's use of the 
surface of the leased premises. and those that may anse out of or be occasioned by Lessee's breach of any of the terms or prov111ons of th11 Agreement 
or any o ther act or omission or Lessee, Its dlredors, officers, employees, partners, agents, contractors, subcontractors, guests, mvttees, and their 
respedJVe successors and assigns Each assignee of this Agreement, or an rnterest therein , agrees to be !table for, exonerate, lndemnrty, defend and 
hold harmless the State of Texas and the owner of the soll, their officers, employees, and agents In the same manner provided above In connection with 
the ad.rvities of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREJN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contam1nalton or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient arr or any 
other environmental medium 1n, on, or under, the leased premtSes, by any waste, pollutant, or contaminant Lessee shall not bnng or permrt to remain on 
the leased premises any asbestos containing metenals, explosives, toXlc materials, or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (es the term ·Hazardous Substance· is defined In the Comprehensive Environmental Response. Compensation end U abllrty Act 
(CERCLA), 42 U S C Sections 9601 , et seq ). or toxic substances under any federal, stale, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used 1n connection with 011 and gas exploration and development operations and stored rn the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS ANO THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS ' FEES ANO COURT 
COSTS) CAUSED BY OR ARJSING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO ASSUMPTION SHAL L APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRJTIIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52 171 through 52 190. commonly 
known as the Rehnqul bme'11 Ad, aiid other appl t ble statutes and amendments thereto, and if any prov1s1on m this lease doef 091 conform to these 
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38. EXECUTION. This 011 and gas lease must be signed and acknowledged by the Lessee before rt Is filed of record in the county records and 
In the General Land Office of the State of Texas Once the fihng requirements found In Paragraph 39 of this lease have been satisfied, the effedive date 
of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lea5e must be filed of record in the offa of the 
County Clerk In any county In W'hlch all or any pan of the leased premises Is located, and cerufled cop es thereof must be filed In the Gen!lral Land 
Office This lease Is not effedlve until a cer1rfied copy of this lease (which ,s made and certified by the County Clerk from his records) 1s filed In the 
General Land Office In accordance with Texas Natural Resources Code 52 183 Add1t1onally, this lease shall not be binding upon the State unless ,t 
recites the adual and true consideration paid or promised for execution of th11 lease The bonus due the State and the prescnbed fihng fee shall 
accompany such certified copy to the General Land Office 

T T E OFT 

T T E OFTE ' 

STATE OF TEXAS 

COUNTY OF DALLAS 

PETR0-1 IUNT L L.C. 

QL)_ ~ 
Ry Bruce llZ Huot , 

Date. {');7· /y ·o:S-

By 

1 
•v 
/o/ 

lnd1v1dually and as agent for the ' tare of re,as 
l AX ID NO. _________ _ 

DATE·----------~ 

(CORPORATE ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day pers~PfllY appe~red known to me to be the 

person whose name IS subscnbed to the foregoing instruments as ~\-'..:!:.·~~~:::!:::S _ _QL..t'.m!c.tl.lLDU..J..J.t....-_and acknowledged to me that he 

STATEOF N~O 

COUNTY Oft. t'(.., 

(INDIVIDUAL ACKNOWLEDGMENT) 

subscribed to the foregoing instrument, and acknowledged to me that he executed the same for the purposes and consideration therein expressed 

G•'" "'d" my h,,,., '"" ml of oW,a, '"" lho §'.&,i doy of VJ ~~ LL~ 
3 

I}-()_/,, 

Notary Public in and for STA TE of NEW MEXICO 

.. . . •• IF IT BE. 
• • • • . . . . . . . . . 
•• • • • • • • • • • . . . . . 

••• • • • 



HIBIT" ' 

This Addendum is attached to and made a part of ii and Gas Lease, dated April 
30, :mos by and bcm,een Anna C. Brehm, individually and as Agent for the ' tale of 
Texas, as Le sor, and Petro-llunt L.L. ., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As to any rentals that may be paid on or before the 111
, 2nd and 4u, anniversary date, the 

total rental shall be payable tn the amount of $16.30, and except that 1f delay rentals are paid on 
or before the 3rd anniversary dale, the total rental shall be payable in the amount of $407 .24. 

IF IT BEARS 

•• • • • • Ancsr 
• • • • • • • • . • • • • •• • • • • • • • • • • • • • • ••• • • • 
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• • • . . . . . .. ... 
Notice of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following Information from 
this Instrument before it Is nted for record In the public records: your social security number or your driver's /Icon.so number. 

~\)C ~tat!o, Of <frexqg 

~
~· "' / = \_.. > 

~ .... I ·.., ~ . . . .. .. 

%lustin, Zlrexas 
Oil AND GAS LEASE 

THIS AGREEMENT Is made and entered into lhts 30™ day of Aonl ~ , between the Suite of Texas. ad1ng 
by and through ,ts agent, ...,._Jo,.,e.._..L...,.G:.ulVu,Q:.un .. s...,. lu..an ... dulValdu,Uci,8.u.llV._ __ of 6715 Crestview Avenue SE. Snoauam,e. WA 98065 

(Give Permanent Address) 

said agent herein referred to es the owner of the soil (whether one or more) • and 

of J§Ol Elm, Suite 3400. Dallas. TX 7520) 
(Give Permanent Address) 

Petro-Hunt L LC. 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and m cons,derallon of the amounts slated below and of the covenants and agreements to be paid, kept and 
perfomied by Lessee under this tease, the State of Texas adlng by and through the owner of the soil, hereby grants. leases and lets unto Lessee, for 
the sole and only purpose of prospedlng and dnlling for and producing 011 and gas, laying pipe lines, bu1ld1ng tanks, stonng 011 and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease. the following lands 
situated in Culberson County, State of Texas, to-w,t 

T&P RR Co Survey, Block 61, Township 2, Sed1on 10 The South half. or (347 5 acres, more or less) 
Section 16 All, or (695 acres, more or less) 

containing ..1.1.,i,.Oe::4co:2..,5....._ ___ acres, more or less The bonus consideration paid for this lease IS as follows 

To the State of Texas Two hundred seventy-one nnd 49/)00 
Dollars ($27] 49 ) 

To the owner or the so,1 Two hundred seventy-one and 49//100 
Dollars ($271 49 ) 

Total bonus cons,derauon five hundred forty-two and 98/100 
Dollars ($542 98 ) 

The total bonus consideration paid represents a bonus of 1..E.u.1fiuY...1Q,...n.,.dun""'oa..l1.uOOi<><.:'s..__ _________________________ _ 

----------------- Dollars (Sx;50...,._00,.__ ____ _,) per acre, on 10 85937131 net acres 

2. TERM. Subjed to the other provisions m this lease, this lease shall be for a tem, of Frye (5l years from this date (herein 
called "primary tem,") and as long thereafter as 011 and gas, or either of them, Is produced In paying quantities from sa id land As used m this lease, the 
tam, "produced In paying quentit,e,• means that the receipts from the sale or other authonzed commerctal use of the subslance(s) covered exceed out 
of pocket operational expenses for the six months last past 



. . ... . . .. .. . .. 
3. DELAY RENTALS. If no well ls commenced on the leased premises on orb ,e ne , ' 1) y r ITorO tOls e this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the so1i ; to h • • Pl the_·_._._ •_• _________ _ 
at ____________________ ~ 

or Its successors (which shall continue as the deposrt.ory regardless of changes in the ownership of said land), the amount specified below. in add1Uon, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LANO OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the pnv1lege of defernng the commencement of a well for 
one (1 ) year from said date Payments under this paragraph shall be in the following amounts 

To the owner of the soil .1.E..u1v,.,.ewa..,.nad'-'4i,3a.l.:.;100~-------------------------­

Dollars (S ....... .4""------------------------------' 
To the State of Texas LF,.,,v"'e'-'n,.,_n,,.dc..:4ii3/""lu1..,.00"'-----------------------------

Dollars 11.>~"llL-------------------------------' 
Total Delay Rental ..,_T~eo.....,..a~nd.._..86/"'-'-1~00"----------------------------~ 

Dollars ($ . ..,_10~8""6 ________ _, 

In a like manner end upon like payments or lenders 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 to the owner of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease. and may be delivered on or before the rental paying dale If the bank designated In this paragraph (or ,ts successor bank) should 
cease to exist, suspend business. liquidate, fail or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or lenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for 1n this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas, and one-half (112) of such royalty to the 
owner of the soil 

(A) OIL. Royally payable on 011, which Is defined as lnduding all hydrocarbons produced 1n a hquld form at the mouth of the well and also es 
ell condensate, d1St1llate, and other hquld hydrocarbons recovered from 011 or gas run through a separator or other equipment, es hereinafter provided, 
shell be 1/5 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premium, If any, offered or paid for oil, condensate, distillate. or other liquld 
hydrocarbons, respectively, of a like type and gravity 1n the general area where produced end when run, or 2) the highest market price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed in a plant, It will be run free of cost to the royalty owners through an adequate 011 
and gos separator of convenhonol type, or other equipment at least as eff1C1ent, so that all liquid hydrocarbons recoverable from the gas by suoh means 
will be recovered The requirement that such gas be run through II sep11rator or other equipment may be waived. ,n wntlng, by the royalty owners upon 
such terms ond conditions as they prescnbe 

(B) NON PROCESSED G AS. Royalty on any gas (Including Oared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as 011 In subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in e plant for 
lhe ex1ractlon of gasoline, hqu1d hydrocarbons or other products) shall be 1/5 pert of the grou production or the market value thereof, et the 
option of the owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever Is the greater; 
provided that the maximum pressure base 1n measunng the gas under this lease shall not at any tme exceed 14 65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correctJon to be made for pressure according lo Boyle's l.Jlw, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the ,ndustJy at the ume of testing 

(C) PROCESSED GAS. Roy11lty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or ott,er hqu1d 
hydrocarbons shall be ]15 part of the residue gas and the llquld hydrocarbons extracted or the market value thereof, et the option of the owner 
of the soil or the Commissioner or the General L11nd Office All royalties due harein shell be based on one hundred percent (100°,{,) of the total plant 
production of residue gas attnbutable to gas produced from thls lease, end on fifty percent (50%), or that percent accruing to Leuee. whichever Is the 
greater, of the total plant production of liquid hydrocarbons ettnbut.able to the gas produced from this lease, provided that 1f liquid hydrocarpons are 
recovered from gas processad In a plant 1n which Lessee (or ,ts parent, subsidiary or affiliate) owns an Interest, then the percentage epphcabla to hqu1d 
hydrocarbons shall ba fifty percent (50%) or the highest percent accruing to a third party proceuing gas through such plant under a processing 
agreement negotiated at arm's length (or If there Is no such third party, the highest percent then being specified 1n processing agreements or contracts 1n 
the Industry), whichever 1s the greater The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or liquid hydrocarbons) of comparable quality ,n the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted aver ge gross selling pnce for the respective grades of liquid hydrocarbons). whichever 1s the greater In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "caslnghead." "dry," or any other gas, by fractionating, burning or any other processing shall be 115 part of 
the gross production of such products, or the market value thereof, ot the option of the owner of the soil or the Commissioner of the General La11d 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 In which such product Is 
produced, or 2) on the basis of the average gross sale pnce of each product for the soma month in which such products are produced, whichever Is the 
greater 



. . . . .. . . .. .. . .. 
• 5. MINIMUM ROYAL TY. Dunng any year after the expiration of the pnmery tenn 1~s Tea , 1f t~s le"e 11 m"e1rw_e1ned by production, the 

royallies paid under this lease in no event shell be le" then an amount equal to the total an T delev} i ntaC1iere1n" v~ . otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal lo the tot.al annual rental less the 
amount of royalt ies 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) per acre 

6. ROYAL TY IN KIND. Nolw1thstond1ng 11ny other prov1s1on 1n this lease, at any time or from time to lime, the owner of the soil or the 
Commissioner of the General l.nnd Office may, at the option or either, upon not less than suety (60) days notice to the holder of the lease. require that the 
payment of any royalties accruing to such royalty owner under lhts lease be made in kind The owner of the soil's or the Commtssioner of the General 
Land Office's nght to take its royalty In kind shall not diminish or negate the owner or the soil's or the Commissioner of the General Land Office's nghls 
or Lessee's obhgat,ons, whether express or Implied, under this lease 

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

8. PLANT FUEL AND RECYCLED GAS. No royally shall be payable on any gas as may represent th1S lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant Nolwlthslandlng any other provision of this lease, and subJed to the wntten consent of 
the owner of the soil and the Comm1Ssioner of the General Land Office. Lessee may recycle gas for gas lrfl purposes on the leased premises or for 
injection Into any oll or gas producing fonnallon underty,ng the leased prem11es after the liquid hydrocarbons contained In the gas have been removed, 
no royalties shall be payable on the recycled gas until 11 Is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease 

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

Payment of royally on production of 011 and gas shall be as provided In the rules set forth in the Texas Register Rules currently provide that royalty on oil 
Is due and must be received In the General Land Orflce on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas 1s due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production. 
accompanied by the affidavit or the owner, manager or other authorized agent, completed In the fonn and manner prescnbed by the General Land omce 
and showing the gross amount and d1spos1hon of all 011 and gas produced and the market value of the oll and gas, together with a copy of all documents, 
records or reports conflnning the gross production. disposition and market value Including gas meter readings. pipeline receipts , gas hne receipts and 
other checl<s or memoranda of amount produced and put Into pipelines, tanks. or pools and gas lines or gas storage. and any other reports or records 
which the General Land Office may require to venfy the gross production, disposition and market value In all cases the authority of a manager or agent 
to eel for the Lessee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5°A. on the royalty or $25 00, whichever 1s 
greater A royalty payment which 1s over thirty (30) days late shall accrue a penally of 10°A. of the royalty due or $25 00 whichever 1s greater In addition 
to a penalty. royalties shall accrue interest at a rote of 12% per year, such interest will begin to accrue when the royalty ts Sixty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall incur penalty in an amount set by the General Land Office administrative rule 
which 1s effeC11ve on lhe date when the affidavits or supporting documents were due The Lessee shall bear ail respons1b1lily for paying or causing 
royalties to be paid as prescribed by the due dale provided herein Payment of the delinquency penalty shall 1n no way operate to proh1b1t the State's 
nght of forfeiture as provided by law nor act to postpone the date on which royalties were originally due The above penalty provisions shall not apply In 
cases of lltle dispute as to the Slate's portion of the royalty or to that portion of the royalty in dlSpute as lo fair market value 

10. {A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
Wllh its best possible estimate of 011 and gas reserves underty1ng this lease or allocable to this lease and shall fum1sh 11id Commissioner wrth copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts W1th1n thirty {30) days after 
entenng into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise authonzed by Lessee All other contracts and records pertaining to the productlon. 
transponauon, sale and marketing of the 011 and gas produced on said premises. including the books and accounts receipts and discharges of all wells. 
tanks, pools. meters. and pipelines shall at all llmes be subJed to inspection and e,cam1na11on by the Comm1ss1oner of the General Land Office, the 
Attorney General, the Governor. or the representative of any or them 

(B) PERMITS, DRILLING RECORDS. Written nollce of all operallons on this lease shall be submJlted lo the Comm1ss1oner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover. re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten notice to the General Land Office shall Include copies or Rallroad Commission fonns for apphcallon to dnll Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed w,th the Texas Railroad Comm1ss1on All 

pphcahons. penn1ts, reports or other filings that reference lh1s lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Comm1ss1on or any other governmental agency shall include the word "State" 1n the title AddrtJonally, in accordance with Railroad Commission 
rules , any slgnage on the leased premises for the purpose of ldenllfy1ng wells , tank batlenes or other associated improvements to the land must also 
include the word "Slate • Lessee shall supply the General Land Office with any records. memoranda, accounts, reports, cuttings and cores, or other 
1nfonnatlon relative to the operation of the above-descnbed premises. which may be requested by the General Land Off1c:e, In addl!Jon to those herein 
expressly provided for Lessee shall have an electrical and/or radioactrvlty survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above descnbed premises and shall transmit a true copy of the log of each survey on each well to the 
General l.nnd Orflce within rlfleen (15) days after the making of said survey 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports , documents or other materials are not filed in the General Land Office when 
due The penalty for late filing shall be set by the General Land Office edmlnlstrot,ve rule which Is effective on the date when the matenals were due 1n 
the General l.nnd Office 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary tenn hereof and pnor to discovery and 
production of oil or gas on sold land, Lessee should drill a dry hole or holes thereon, or 1f during the pnmary tenn hereof and after the discovery and 
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. . .. . . . 
ctual production of 011 or gas from the leased premises such production thereof should ft- • ny 4aus~ . %hll lea" shall not terminate if on or 

before the expiration of suety (60) days from date of complellon or said dry hole or cessa i, of ~'1 Le a menoes add1t1onal dnlhng or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided ,n thLS lease If, dunng the last year of the 
pnmary term or within suety (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, 
Lessee's nghts shall remain in full force and effect without further operaltons unlll the exp1r11t1on of the pnmary term, and rf Lessee has not resumed 
produCUon In paying quantities at the expiration of the pnmary term, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessation or production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above described land be completed as a shut-in oil or gas well within the pnmary term hereof, Lessee may 
resume payment of the annual rental 1n the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-In 011 or gas well and upon the failure to make such payment, this lease shalt Ipso facto terminate If ot the 
expiration of the primary term or any time thereafter o shut-in 011 or gas well IS located on the leased premises, payments may be made 1n accordance 
with the shut-In provisions hereof 

12. DRILLING AN D REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1ratJon of the primary term, nerther 011 nor gos ts being 
produced on said land, but Lessee Is then engaged 1n dnlllng or reworktng operations thereon, this lease shall remain in force so long as operations on 
said well or for drtlllng or reworking of any oddtt,onal wells are prosecuted In good faith and m workmanlike manner without interruptions totaling more 
than sixty (60) days dunng any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
In paying quantities from said land, or payment of shut-in 011 or gas well royalties or compensatory royalties Is made as provided 1n this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the pnmary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, thLS lease shall not terminate 1f Lessee commences add1ttonal dnlhng or reworking 
operations within sixty (60) days after such ce.3sat1on, and this lease shall remain 1n full force and effect for so long as such operatJons continue In good 
faith and ,n workmanhke manner without interruptions totaling more than suety (60) days If such dnlllng or reworking operations result In the production 
of 011 or gas, the lease shall remain n full force and effect for so long os oil or gas IS produced from the leased premises in paying quanlltles or payment 
of shut-In oil or gas well royoltles or payment of compensatory royalties Is made as provided herein or as provided by law If the dnlllng or reworking 
operations result m the completion of a well as a dry hole, the lease will not 1erm1nate if the Lessee commences addillonal drilling or reworking 
operations w1th1n sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues dnlllng or 
reworking operations in good faith and in a workmanlike manner without Interruptions totaling more lhan suety (60) days Lessee shall give wntten notice 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having Jurisdiction over the production of oil and gas If. at any lime after the expiration of the pnmary term of a lease that. untll being shut In, was being 
malnl11ned In force and effed, a well capable of producing 011 or gas In paying quanUlles ls located on the leased premises, but 011 or gas 1s not being 
produced for lack of suitable production faclhties or lack of a suitable market, then Lessee may pay as a shut-in 011 or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1 ,200 a year for each well capable of producmg 011 or gas ,n paying quantities If 
Paragraph 3 or this lease does not speoty a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each initial shuHn 011 or gas royalty must be paid on or before (1) the exp,rauon of the pnmary term, (2) 60 days aller 
the Lessee ceases to produce oll or gas from the leased prem..es, or (3) 60 days after Lessee completes a dnlhng or reworking operation in accordance 
with the lease prov1Slons, whichever date IS latesl Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
holf (1/2) to the owner of the soil If the shut-In 011 or gos royalty is paid, the lease shall be con11dered to be a producing lease and the payment shall 
extend \he term of l he lease for a penod of one year from the end of lhe pnmary term, or from the firal day of the month following the month In which 
production ceased, and, after that, 1f no suitable production fac1litles or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year 

15. COMPENSATORY ROYAL TIES. If, dunng the penod the lease Is kept in effect by payment of the shut-In oil or gas royalty, oil or gas IS 

sold and dehvered in paying quantrties from a well located within one thousand (1 ,000) feet of the leased premises and completed In the same producing 
reservoir, or In any case In which drainage Is occurring, the right to continue to maintain the lease by paying the shut-In oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may mamta,n the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided m the lease of the market value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1 ,000) feet of the leased premlses The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commis11oner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oll or gas Is produced from the well causing the drainage or that IS completed in the 
same producing reservoir and located within one thousand (1 ,000) reet of the leased prem11es If the compensatory royalty paid ,n any 12-month penod 
IS an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and Interest 1n accordance with Paragraph 9 of this 
lease None of these provisions wm relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided in 
Texas Natural Resources Code 52.173, however, at the determination of the Comm1ss1oner, and with the CommlsS1oner's wntten approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any prov1s1on of this lease to the contrary, after a well producing or capable of producmg 011 or 
gas has been completed on the leased premises, Lessee shall exercise the d1hgence of a reasonably prudent operator In dnlling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marketing the production thereon 

(A) VERTICAL. In the event this lease Is m force and effect two (2) years after the expiration dale of the pnmary or extended term 11 shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each 011 well capable of produc:Jng ,n paymg quantrt1es and 320 acres 
surrounding each gas well capable of producing In paying quantrtJes (Including a shut-m oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee 1s then engaged in continuous dnlllng or reworking operations, or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52 154, or (3) such greater or lesser number of acres as may then be allocated for produci,on 
purposes to a proration unit ror each such producing well under the rules and regulations of the Rallroad Commission of Texas, or any successor 
agency, or other governmental authonty having Jurlsd1ctlon If at any lime after the etrect1ve date of the par!Jal termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells ror 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of Ingress 
lo and egres, from the lands sllll subject to this lease for all purposes descnbed In Paragraph 1 hereof, together with easements and nghts-of-way for 
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existing roads, existing pipelines and other existing racllrt1es on, over and across all the landw s in F:ara 
et:eess to and from the retained lands and for the gathenng or lransportahon of oil, gas and Qlfr mine~s p~uce 

. . .. . . . 
h:1 lltfreof ("the retained lands"), for 

!ti retained lands 

(B) HORIZONTAL. In the event this lease 1s in force and effed two (2) years after lhe expiration date of the pnmary or extended term it shall 
• further tem11nete as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained 1n 

P-erogroph 16 (A) above, unless on or before two (2) years after lhe pnmery or extended lerm Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as spec,fied on page 1 hereof) If such amount Is paid, lhls lease shall be in force and effed as to 
such deeper depths, and said termination shall be delayed for an additional penod of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as pradjca l, be in the form of a 
square with the well located In the center thereof. or such other shape as may be approved by the Commissioner or the General land Office Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a saltsfadory 
legal descnpt1on of the acreage and/or depths not retained hereunder The recorded relea,e, or a certified copy of same. shall be filed 1n the General 
Land Offtee, accompanied by the fihng fee prescnbed by the General Land Office rules in elfed on the date the release ts filed If Lessee fails or refuses 
to execule and record such release or releases within ninety (90) days after bemg requested to do so by the General Land Offtee, then the 
Commissioner et his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and reoord such 
lnslrument at Lessee's expense in the county or counties where the lease is localed and In the official records or the General Land Office and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET W ELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under thts lease shall reheve Lessee of his obligation 
to protect the oil and gas under the above-described I.and from being drained Lessee, sublessee, recetver or other agent In control of the leased 
premises shall dnll as many wells as the facts may Justify and shall use appropnate means and dnll lo a depth necessary to prevent undue drainage of 
011 and gas from the leased premises In addition, rf 011 and/or gas should be produced 1n commerc,al quantities within 1,000 feet of the leased premises, 
or 1n any case where the leased premises Is being drained by production of oil or gas, the Lessee. sublessee, receiver or other agent in control of the 
leBBed premises shall in good faith begin the drilling of a well or wells upon the leased prem11es w1th1n 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start produc,ng In commercial quantities and shall prosecute such drilling with ~1hgence 
Failure to sat1Sfy the statutory offsel obligation may subject thlS lease and the owner of the soil's agency nghts to forferture Only upon the delerminat1on 
of the Commissioner of the General Land Office and w1lh his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort, Lessee IS prevented from complying with any express or implied covenant of thlS lease, 
from conduding drilling operations on the leased prem1Ses, or from producing oil or gas from the leased premises by reason of war, rebellion, nots, 
stnkes, acts of God, or any valid order, rule or regulallon of government authonty, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shell not be llable lor damages for lo1lure to comply with such covenants, addltJonally, this lease shall be 
extended while Lessee 1s prevented, by any such cause, from conduding dnll1ng and rewor1<ing operations or from produc,ng oll or gas from the leased 
premises However, nothing In lhlS paragraph shall suspend the payment of delay rentals in order to maintain this lease 1n effed dunno the pnmary term 
In the absence of such dnlling or rewor1<ing operations or produd1on of 011 or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premlSes If the owner of the soil defaults 
In payments owed on the leased premises. then Lessee may redeem the nghts of the owner or the soil 1n the leased prem1Ses by paying eny mortgage, 
taxes or other liens on the leased prem1Ses If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface est.ate In the above 
descnbed land, whether or not Lessee's interest is speafied herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his Interest bears to the entire und1v1ded surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be llkewtse proportionately reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner or the General Land Office, Lessee or his authonzed representative must submit to the Commissioner of the 
General Land Office a wntten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable to such und1v1ded 1nlerest However, in no event shall 
the Commissioner o f 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 produdlon 

(B) REDUCTION OF PAYMENTS. If, dunng the primary term, a portion of the land covered by this lease IS included within the boundanes 
of a pooled unn that has been approved by the School Land Board and the owner of the soil 1n accordance with Natural Resources Code Sedions 
52 151-52 154, or if, at any llme alter the expiration of the primary term or the eX1ended 1erm. this lease covers a lesser number of acres than the total 
amount described herein, payments that are mode on a per acre besls hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherw1se severed, so that payments determined on a per acre baS1s under the terms of thlS lease dunng the primary term shall be 
calculated based upon the number or acres outside the boundaries or a pooled unit, or, If aner the expiration of the primary term, the number of acres 
actually retained and covered by this lease 

21. USE OF WATER. Lessee shall have the nght to use water produced on said lend necessary for operations under this lease except waler 
from wells or tanks of the owner of the soil, provided, however, Lessee shall not use potable water or water suitable for livestock or imgaUon purposes 
for wat.erflood operations without the pnor consent of the owner or the soil 

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

23. PIPELINE DEPTH. When requested by the owner or the 11011, Lessee shall bury its pipelines beli)w plow depth 

24. W ELL LOCATION LIMIT. No well shall be dnlled nearer than five hundred (500) feet lo any house or barn now on said premises without 
the written consent of the owner of the soll 
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25. POLLUTION. In developing this area, Lessee shell use the highest degree of care and all proper safeguards to prevent pollution Without 
limiting lhe foregoing, pollutlon of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of containment 
faclhltes sufficient to prevent spillage, seepage or ground water contamination In the event of pollulJon. Lessee shall use all means at rts disposal to 
recapture ell escaped hydrocarbons or other pollutant and shell be responsible for ell damage to pubhc and pnvate properties Lessee shall build and 
maintain rences around Its slush, sump, and drainage pits and lank batteries so as to protect livestock ag11nst loss, damage or inJury, and upon 
completion or abandonment or any well or wells, Lessee shall fill and level all slush pits and cellars and completely Clean up the drilling site of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish. cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near Its ong,nal cond1t1on and contours as 1s practicable Tanks and 
equ pment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to hmrtatlons in this paragraph, Lessee shall have the nghl to remove machinery and fixtures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, w ithin one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod However Lessee may not remove ca11ng from 
any well capable of producing 011 and gas in paying quanllUes Additionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice lo 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 C1Uing which are not llmely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, In whole or in part. end the provisions of this lease shall extend to and be binding upon their heirs, devlsees, legal 
representatives, successors and assigns However, a change or d ivision In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the nghts, privileges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or impair the elfect1veness of any 
act performed by Lessee And no change or d ivision In ownership of the lend, rentals, or royalties shell bind Lessee ror any purpose until thirty (30) days 
ofter the owner of the soil (or his heirs, devisees. legal representatives or assigns) rumlshes the Lessee with satisfactory written evidence of the change 
In ownership, including lhe original recorded munimonts of title (or a certified copy of such ong1nal) when the ownership changed because of a 
conveyance A total or partial assignment or this lease shall, to the extent of the Interest assigned, relieve end discharge Lessee of all subsequent 
obligations under this lease If this lease 1s assigned In its entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners relAJbly, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the pert of the land upon which pro rats rentals are timely paid or tendered, however. If the assignor or assignee does not file a certified 
copy of such assignment 1n the General Land Office before the next rental paying dole. the en!Jre lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to all obligations, hab1htles, and penalties owed to the State by the 
original lessee or any pnor assignee o f the lease, including any liabilities to the Slate ror unpaid royalties 

(B) ASSIGNMENT LIMITATION. Nolwlthstanding any provision in Paragraph 27(1), if the owner of the so1l acqu1res this lease in whole or 1n 
part by assignment without the prior wntten approval of the Commissioner of the General Land Office, this lease IS void as of the lime of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as 1f 1t were made to the owner of the soil 1f the 
assignee Is 

(1) e nominee of the owner of the soil, 
(2) a corporation or subsidiary In which the owner of the soil IS a pnncipal stockholder or Is an employee of such • corporation or subsidiary, 
(3) e partnership in which the owner of the soil is e partner or 1s en employee of such a partnership. 
(4) a pnnc,pal stockholder or employee of the corporation which 1s the owner of the soil. 
(5) a partner or employee 1n e partnership which is the owner of the soil, 
(6) a fiduciary ror lhe owner of the soil, Including but not limited to a guardian. trustee, executor, admin11lrotor, receiver, or conservator for the 
owner of the soil, or 
(7) a family member of the owner or the soil or related to the owner of the soil by mamage, blood, or adoption 

28. RELEASES. Under the conditions contained in th1S paragraph and Paragraph 29. Lessee may et any time execute and dehver lo the 
owner or the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, end be relieved of all subsequent obligations es to acreage surrendered If any pert of this lease IS properly surrendered, the 
delay rental due under this lease shell be reduced by the proportion that the surrendered acreage beers to the acreage which was covered by lhls lease 
Immediately pnor to such surrender, however, such release will not relieve Lessee of any liabll1l1es which may have accrued under this lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNM ENTS A ND RELEASES. If all or any pert of this lease is assigned or released. such assignment or release must be 
recorded In the county where the lend IS srtueted, end the recorded instrument, or a copy of the recorded Instrument certrfied by the County Clerk of the 
county In which the instrument 1s recorded. must be flied In the General Land Office within 90 days of the last exeo.ilion dale accompanied by the 
prescribed filing fee If any such assignment is not so filed. the nghls acquired under this lease shall be subJect to forfeiture at the option of the 
Commissioner of the General Lend Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been lneluded In this Instrument, 
including the statement of the true consideration to be paid for the execution of thlS lease and the nghts and duties of the partJes Any collateral 
agreements concerning the development or oil and gas from the leased premises which are not contained 1n this lease render this lease invalid 

31. FIDUCIARY DUTY. The owner of the soil owes the Slate a fiduciary duty and must fully disclose any facts affecting the Slate's interest m 
the leased prem11es When the Interests or the owner of the soil conflict with those of the State, the owner of the soil Is obhgeted to put the State's 
interests before hts personal interests 

32. FORFEITURE. If Lessee shell fall or refuse to make the payment of any sum within thirty days after It becomes due, or tf Lessee or an 
outhonzed agent should knowingly make any false retum or false report concerning production or dnlhng, or If Lessee shall fail or refuse to dnll any 
offset well or wells in good fo1lh as required by law and the rules and regulations doptad by the Comm1ss1ooer of the General Land Office, or if Lessee 
should fail lo file reports In the manner required by law or fail to comply with rules and regulaltons promulgated by the General Land Off,ce, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records perta1n1ng to operations. or if Lessee or 
an authon2ed agent should know1ngly fail or refuse to give correct Information to the proper authonty, or knowingly fall or refuse to furnish tho General 
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• • • • • • • •• Land Office o correct log or ony well, or If Lessee shall knowingly violate any of the matena~p v1s1or, or t~ls lea • • ~ r 1f t~,s lease is assigned and the 

.i:sslgnment Is not filed In the General Lsnd Office as required by law, the nghts acqum,J und,,. •hi1 -lease s+.all Q! subject to forferture by the 
Commissioner, and he shall forfeit same when suff1C1ently informed of the facts which authorize a forfeiture, and when forfeited the area shall agoin be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as wa1v1ng the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relatrve hereto 

33. LIEN. In accordance wrth Texas Natural Resources Code 52 136, the State shall have a first hen upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease By acceptance of 
this lease, Lessee grants the State, in addition lo the lien provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
e><press contractual hen on and secunty Interest 1n all leased minerals In and elClracted from the leased premtses, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fortures on and mprovements to the 
leased premises used In connection with the production or processing of such leased minerals in order to secure the payment of all royaltJes or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease. whether ei<press or impl ed This hen and secunty interest may be foreclosed with or without court proceedings in 
the manner provrded In the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby represents that there 
ore no prior or supenor liens arising from and relating to Lessee's acllv1t1es upon the above-described property or from Les.see's acquisition of this lease 
Should the Commissioner at any lime determine that this representation 1s not true, then the Commisst0ner may declare this lease forfeited as provrded 
herein 

3-4. POOLING. Lessee Is hereby granted the nght to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the explorst1on, development and production of oil or gas or either of them upon the ssme terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52.154 The owner of the soil agrees that the inclusion of this prov1s1on In this lease satisfies the 
execution requirements slated In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the Slate of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages is sought, Including, but not lmited to, all losses and 
ei<penses which are caused by the activ,Ues of Lessee, Its officers. employees, and agents anslng out of, incidental to, or resulting from, the operet1ons 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, llabllltles, losses, damages, actions, personal injury (Including death), costs and ei<penses, or other harm for which recovery of damages 
Is sought, under any theory Including tort, contract, or stnct liability, Including attorneys' fees and other legal ei<penses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply w1th any and all environmental laws, those arising 
from or In any way related to Les:iee's operations or any other of Lessee's acllv1t1es on the leased premises, those ansing from Lessee's use of the 
surface of the leased premises, and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of th11 Agreement 
or any other act or omission of Lessee. Its directors, officers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective succes:iors and assigns Each assignee of this Agreement, or an Interest therein, agrees lo be liable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above In connecuon with 
the ac:tlv1lles of Lessee, its officers , employees, and agents u descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contam1nalt0n or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under. the leased premises, by any waste, pollutant. or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing matenals, explosrves, to><ic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensrve Environmental Response, Compensation and Liability Act 
(CERCLA), 42 u s C Sections 9601 , et seq .), or toxic substances under any federal, state, or local law or regutallon rHazardous Materials"), except 
ordinary products commonly used in connection With oil and gos exploration and development operations and stored in the usual manner and quanht1es 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BRE.ACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto. and rr any provision 1n this lease does not confom, to these 
statutes, the statutes will prevail over any nonconforming lease provisions 
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38. EXECUTION. This 011 and gas lease must be signed and acknowledged by the· ·ssee& ore:.,s file of l'ffOrd In the county records and 
In the General Land Office of the State of Texas Once the fihng requirements found tn Paragraph 39 of this lease have been satisfied, the effecttve date 
of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuont to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Cler1( In any county In Which all or any part of the leased premises Is located, and certified copies thereof must be filed In the General Land 
Office Thts lease is not effective until a certified copy or this lease (Which Is made and certJfied by the County Clerk from his records) is filed 1n the 
General Land Offt0e in accordance with Texas Natural Resources Code 52 183 Add1t1onally, lhtS lease shall not be binding upon the State unless It 
recites the actual and lrue consideration paid or promised for execution or this lease The bonus due the State and the prescnbed filing fee shall 

ccompony such certified copy to the General Land Office 

T TE O F TE 

STATE OF TEXAS 

COUNTY OF DALLAS 

PETR0-1 IUNT I LC 

~B)_fr-.--f-

By Bruce Hunt . President 
Date O s/!Cj(o S- _ v>d~/1, ; 

1 

-)( 11i , 

Ry . 
lnd1v1dually and ns ngcnt for the Stntc of fc,a.~ 

TAX IDNO 

DA fr, . ~~~~~~~~~~~-

(CORPORA TE ACKNOWLEDGMENT) 

BEFORE ME. the undersigned aulhonty, on this day personally ap~eared • tl.v......±: known to me to be the 

person whose name is subscnbed to Iha foregoing Instruments as P. ___ • _____ .,.o .. [ ... P_.e..,tr,,.Q: .... H..,u ..... n .... t .. L..,L..,C,...~and acknowledged to me that he 

executed the same for the purposes and conslder~\~ 1l~ r,~. j,:x:essed, in the capacity stated, and as the act and deed of said co, po, at.011 
'''" ~l.. ~ N Given under my hand and seal of~~~~~ .. .. ·~ ~~day of , 200 C>~ r • 

$ C:l / , ~R Y,. · .. (' ~ 
§ : 0 G, ·. -p t 

I / Vt+}f\ \~\ 
~ : ; : E i · .. ... ~ ... ... ; 

STATE OF WASHINGTON " '.. (' OF r~1-t- .: j 
• Od' '·:f~IRU .. / ~ /L. I '1f ·~ ........ ~l 

COUNTY OF i,,,:,;,~e.~~ 
(INDIVIDUAL ACKNOWLEDGMENi) 

BEFORE ME. the undersigned aulhonty, on this day personally appeared Joe L. Grvens known to me to be the person whose name is 

subscnbed to the foregoing Instrument. and acknowledged to me that he executed the same for the purposes and consideration therein expressed 

Given under my hand and seal of office this the b day of v11t:u., . 2005 

6r~L.li£ - Notary Public -
State of Washinglon 
CRAIG W. HALE 

MY COMMISS10N EXPIRES 
OCTOOER 2 2006 

Notary Public tn and for STATE of WASHINGTON 
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E HIBi " " 

lnis Addendum is attached to and made a part o f ii and Gas Lease, dated April 
30, 2005 by and between Joe L. Givens, individually and as Agent fo r the 'talc of Texas, 
as Lessor, and Petro-I runt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

As to any rentals that may be paid on or before the 111
• 2nc1 and 4lh anniversary date. the 

total rental shall be payable in the amount of $10.86, and except that 1f delay rentals are paid on 
or before the 3rd anniversary date, the total rental shall be payable in the amount of $271 .50. 



' ••• • • • . • • •• •• 
~ •• • • • • • • • • • • • • • • • • ••• ••• 

• • . • • • • • • • 

• 

' . 

THESTATEOFTEXAS I 

COUNTY OF CULBERSON I LUnda-l!rlli;Clm:oftl,e°""'11Comtln111cl 

for u;d Count, and s!"':?1 bpJ>r~ that lhe ro...aol~!~e';;,o 2 '))<; 
correct~ u.~ .dated~ \ _ _( 

~~ ,..,_:,,, fill)lll'on•cordlomyolllcethla '2,0do,~;:s. JYJ e___, , 
~at)\>'.'::::' fl-M.,\11derC!erk'sFlleN~c:i .tobe 

reeorde-dinthe 01 \;£~5S RecordaofCulbem:IDCoonty, 
Texas. 

/7 ~TO CERTIFX:Jf-RlCI~ ~e;,.~ my hand and official aeal at Van Hom. Oda 
~J-~'.-k--''=='"_ d,nr , ~\ J!.___ll' ., c;-,,--~ Id.. 
<y ()},~\/kl,•'+-- LIN~~TYCLERK 

. -~~~~11!y. CULBERSON COUNTY, TEXAS. 

' 

• . 



1601 EIM STREET, STE 3400 
TllANKSGTVING TOWER 

DALLA , TExAs 75201-7201 

August 2, 2005 

State of Texas General Land omce 
1700 N. Congress Avenue, Room 600 
Austin, Texas. 7870 I. 
Attn : Mr. Drew Reid 

Gentlemen: 

TEL: 214-880-8400 
FAX: 214-880-7101 

Enclosed please find Petro-1 lunt, L.L.C. 's checl-. in the amount of $37,696.00 as payment for one­
half of the bonus consideration due for eight Relinquishment Act leases taken in Culberson County, 
Texas and as payment for appropriate Application and Filing Fees. A breal-.down of payment for each 
lease is as follows: 

Peggy Kelton 03/04/05 $32,425.00- lease Bonus 
Sections 9, 14, 18 & 20, Block 42, Public School Land S/00 00- App/1ca11011 Fee 

$25 00- F1/111g fee 

Eb F Luckel. Jr, 04/30/05 $328 60- lease Bonus 
Sections 9, 14, 18 & 20, Block 42, Public School Land No Apphcallon Fee Necessary 

$25 00- F1/111g Fee 

Frank D. Beal 04/24/05 $407 23- lease Bonus 
) S/2 of Section 10, All of Secuon 16, Block 61, No Apphcat,on Fee Necessary 

Township 2, T&P RR Co. Survey $25 00- Fdmg Fee 

Whaley S. Bnnon. Jr, 04/27/05 $2,606 25- lease Bonus 
/ S/2 of Section 10, All of Section 16, Olock 61, No Application Fee Nl.'cessary 

Township 2, T&P RR. Co. Survey S25 00- F1/111g Fee 

George w. BeaU!! 0'1/30/05 $407 23- lease Bonus 

'; S/2 of Section I 0, All of Section 16, Block 61, No Application Fee Necessary 
Township 2, T&P RR. Co. Survey $25 00- F1/111g Fee 

Gail Bays Cunningham 04/19/05 $542 97- lease Bonus 

t sn. of Section I 0, All of Section 16, Block 61, No Application Fee Nec<•ssar;• 
Township 2, T&P RR Co. Survey $25 00- Filing frt• 

Joe L. Givens 04/30/05 $2 71.49- lease Bonus 

7 S/2 of Section 10, All ofSccllon 16, Block 61, No Apphcat,on Fl.'e Necessary 
Township 2, T&P RR Co Survey $2500- F1/111g Fee 



Jeanetta P. Washburn 
S/2 of Section 10, All of Section I 6, Dlock 6 I, 
Township 2, T&P RR. Co. Survey 

04/30/05 $407.23- Lease Bonus 
No Application Fee Necessary 
$25.00- Filing Fee 

A certified copy of each of the eleven leases is also enclosed. If you have any questions please 
give me a call at 214-880-8493. 

Yours very truly, 

William A. Hearne 

( 



-· ............. , ""'"c '"'"'.:1r:11Nli CHECK 

PETRO-HUNT, L.Lc./ 
1601 Elm Slreel. Suile 3400 

~//as. Texas 75201 
(214) 880-8400 

OWNER NAME 

TEXAS GENERAL LAND OFFICE 

08AP1177 08020SL 
TOTAL INVOICES PAID 

I 

08/02/05 

Bank One, N.A. 
Jefferson Counly 

8200 Hwy69 
Port Arthur, Texas 77640 

OWNER NO. CATE 

58207 Aug-10-2005 

37,696.00 

CHECK NUMBER 

4083563 

0.00 

Page 1 of1 

AMOUNT 

$37,696.00 

.{37,696.00 
/\37,696.00 

':) \ osos295a· 

G ~- Dre~ Kz, c~ 

, , . 
, ' 

' , , 



R mittan D ription l al R gi t r 

am R ~ :r Type Mo Day Year a r um b r mount 

P TR HUNT L 121 c 08 II 2005 2005 052968 37,696.00 
RENTAL VOUCHER (N) 
F il Number GLA moun t Fil Num b r GLA mount 

£ASll/l\lM00002 I 





J 

TREET, TE. 3900 
ToWER 
75201-7201 

September 2, 2005 

Stale or re:'l.:JS General Land orncc 
1700 N. Congn:ss A venue. Room 600 
Aust 111 , 1 e,as. 7870 I 
Attn Mr Drew Reid 

Gentlemen: 

TEL. 214-880-8400 
FAX 214-880-7101 

Enclosed please find Pelro-1 lunt, I. L.C.'s lhecl... in the amount or $27,488 48 as payment for one-hnll of the bonus 
cons1derat1on due tor four Relinquishment All lea,es taken 111 Culberson County, Te,as ,,long "ith uppropriatc 
appllca11on ,md tiling fees . A bn:akdo" n of pa, mull for cnch lc,1se 1s ,,s follo,, s 

SJ1n_1h JJ111_e Sull ivan G,1sp;1rro 
Public School I and, Block I 13 
Section 3 South 11,t l f 
Culhcr!.on County, Te\:as 

Waronkl'r r:m11.1.z I and Truc;t._ I I 
Public School I ,1n<l , Bloc!.. 11 I 
Sect 1011 16· A II. or ( 6·10 acres. more or less ). 
Culberson County, I exas 

t\.!!11n r Brehm 
·1 &P RR Co Surve}, Blocl,.. 61, IO\\ nship 2 
Scc11on 10 South llall. Secllon 16 All 
Culberson County, I exas 

George M B,1rton 1 Sr. 
T&P RR (.o "iun C}, 131ock 61, lo\\ nship 2 
~cct1on 10 South llalf': Section 16: All 
Culberson Count~ . Te\:,I~ 

06106 05 

0612<1 05 

Cl I 30 OS 

O l/27 05 

SJ 7 5 00- ! cC11c• /Joml\ / 

Apphcatwn F,•e t>wd 
S2 5 00- I- i/111~ Fee 

$2./.000 ()(} I ease lJ1111111 

lpphccttwn l , •t /'al(/ 
S25 00- f"i/111g 1-ee 

S../07 2 3- l.l't11e /Jo11111 
Appl ic:at um l l ' l ' /'ell(/ 
525.00- r,t,ng /occ 

S2, 606 :! 5- I l 'Clll' 81111111 ... 

, lpphce1tw11 1-ce f'ol(/ 
S25 00- I ,/111~ 1-ce 

\ lso enc loscd arc Cl!rti tied copies of each of the tour le.,ses If) ou shou Id h,1vc an} quest 1011 ~. m~ phone number is 
214-880-8493 . 

W1l11a111 A. I !came 

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



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.l.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

Bank Ono, N.A. 
Jorferson County 

8200 Hwy69 
Port Arthur, Texas 77640 

l 
I OWNER NAME 

-----------,,- OWNER NO r DATE 

58207 II Sep-07 -2005 TEXAS GENERAL LAND OFFICE 

09AP301 090205 
"SOUTH DELAWARE PROSPECT" 

TOTAL INVOICES PAID 

09/02/05 

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

• • • . . • ... . • 

27,488.48 

Page 1 ol 1 

CHECK NUMBER AMOUNT 

4084749 $27,488.48 

0.00 

' .I 

27,488 .48 

27,488.48 

I I 

. J 
I 1 

") 

I • 
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•• . . . . . 
• 
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723689 



-- - ----- ------·-------------- -----------
PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. ~ 
1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
(214) 880-8400 

JPMorgan Chaso Bank, N.A . 
J fferson County 

I 8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NAME 

TEXAS GENERAL LAND OFFICE 

OWN(RNO I__ DATE 

-------------11~---- i Mar-14-2006 

CHECK NUMBER 

7004282 

Page 1 of 1 

AMOUNT 

$130.32 

LEASE NUMBER 
118 • 10191S8 

DATE 03/14106 CHECK NO 7004282 

LEASE DATE MOttn!S 
04/09/05 12 

PRCN 
04/09/06 

TO FILE ID 
0~/09/07 68)51 0029 002 

• •• • PAYMENT TYPE •• • • DELAY RENTAL • •• • 

TO BE CREDITED TO ADDITIOIIAL TEXT 

O~ER I 58207 
TEXAS GENERAL I.AIIO OPPICE 
1700 II COIIORESS AVENUR ROOM 60 
AUSTiii, TEXAS 78701 
SSN/TAX ID 
RECORDED BOOK 88 PAGE 62 
PROSPECT Delaware 81110 Areal 
COUNTY/PARISH CULBERSON 
TRACT 110 2004 6 
LEOAL DESCR I PT-'-'I ON~ ----------, 

• • . • • •• • •• 

. 
• • • • • 

ENTRY 

STATE TX 

... ••• • • • . . . 
• • • • • • ·~ • . • • 

. 
• • . 
• • . .. 

PAYMENT AMOUNT 110 ]2 

BANK SERVICE CHG 

TOTAL AM.)tJNT x 1l0 ]2 

!Z-l 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK - ---

PETRO-HUNT, L.L.C. ~ 
1601 Elm Street, Suite 3400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

Page 1 of 1 

Dallas, Texas 75201 • 8200 Hwy 69 
(214) 880-8400 Port Arthur, Texas 77640 r OWNER NAM[ 

TEXAS GENERAL LAND OFFICE 

OWNER NO t DA TE 
--~1--------111-Mar-14-2006 

CHECK NUMBER 

$130.32 7004280 

AMOUNT 

LEASE NUKBER 
111'1019157 

DATE 0)/11/06 CHECK NO 7004280 

LEASE DATE MONTHS 
04/2J/OS 12 

FROM 
04/23/06 

TO PILI!: ID 
04/2)/07 68151 0029 001 

••• • PAYMENT TYPE •••• DELAY RENTAL • ••• 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER M 58207 
TEXAS GENERAL LAND OPP'ICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 
SSN/TAX ID 
RECORDED BOOK 88 PAGE l 5 
PROSPECT Delaware Ba•in Area l 
COUNTY/PAJIISH CULBERSON 
TRACT NO 20046 
.Ll!:clA .Cf! CRJ. l'X r..; -~----------,,,. 

~ 

~ 

. 
• • . • •• . 
•• 

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

ENTRY 

STATE TX 

... 
• • • . . 

• . . . ... 

PAYMENT AMOUNT 1)0 )2 

BANK SERVICE CHG 

TOTAL AMOUNT x llO 32 

I l_ l 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. 
1601 Elm Street. Suite 3400 

Dallas, Texas 75201 
(214) 880-6400 

l OWNCRNAMC 

TEXAS GENERAL LAND OFFICE 

~ ,, JPMorgan Chaso Bank, N.A . 

I 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNCR NO=r DATE 

r Mar-14-2006 

Page 1 o f 1 

CHECK NUMBCR AMOUNT 

7004304 $52.13 

LEASE NUMBER 
118 · 1019ll6 

ORIGINAL LESSOR_lLEASE NAME DATE Ol/14/06 CHECK NO 7004304 
fl 

LEASE DAT! MONTHS f'ROM TO f'lLE 10 
04/l7/05 ll 04 'l1 '06 04/l7/07 68351 0029 013 

• • • • PAYMENT TYPE ••• • DEL.AV RENTAL • ••• 

TO BB CREDITED TO AJJDITIONAL TEXT 

OWNER# 58207 
TEXAS GENERAL LAND Of'f'ICE 
1700 N CONGRESS AVENUE ROCH 60 
AUSTIN, TlltXAS 78701 
SSN/TAX IO 
RECORDED BOOK PACE ENTRY 
PROSPECT Delaware Ba•1n Area 3 
COU?ITY /PARISH CULBERSON STATE TX 
TRACT NO 20046 
LEOAL ~1,1~!.f'l'(!lN_~-~----. 

.l. 

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

. .. . • . . 
• • • 

. 
• . . . ... 

PAYMENT AM..)UNT 52 l l 

BANK SERVICE CHO 

TOTAL AK:)UNT I 52 13 

/ l ) 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

OWNER NAME 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

TEXAS GENERAL LANO OFFICE 

LEASE NUMBER 
l 18• 1019159 

JPMorgan Chaso Bank, N.A. 
~rr~rson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO DATE 

Mar-14-2006 

DATE 03/14/06 

LEASE DATE MCNTHS FRON 
04/27/06 

TO PILE ID 
04/27/05 12 0~/27/ 07 68351 0029 OOJ 

••• • PAYMENT TYPE •••• DELAY RENTAL •••• 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER I 58207 
TEXAS GENERAL LAND OPPICE 
1700 N CONORESS AVEN\1£ ROOM 60 
AUSTIN, TEXAS 78701 
SSN/TAX ID 
RECORDED BOOK 88 PAGB 806 
PROSPECT Delaware Ba11n - Area j 

COUNTY/PARISH CULBERSON 
TRACT NO 20046 
LP'.9Al,.....D 

• . • . •• .. 
. . . 

ENTRY 

STATE TX 

• ••• • •• • • • . • . • • • .. 
• 

• . . 
• . 
• . .. 

PAYMENT AMJUNT 

BANK SERVICE CHO 

TOTAL AM.JUNT 

Pag111 of 1 

CHECK NO 7004284 

52 lJ 

52 ll 

I 2-l 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

OWN[R NA"4C 

PETRO-HUNT, l.L.C. 
1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
(214) 880-8400 

TEXAS GENERAL LAND OFFICE 

/. JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

OWNER NO I OATE { 
=====================--6---.--.aa== 

II Mar-14-2006 

Page 1 of 1 

CHECK NUMBER 

7004286 

LEASB truMBEII 
118 • 1019187 

NAME DATE 01/14/06 CHECK NO 7004286 

LEASE DATE MCNTHS TO P'ILB ID 
04/19/0S 12 04/19/07 68151 0029 004 

•••• PAYMENT TYPE •• •• DELAY RENTAL •••• 

TO BE CREDITED TO ADDITICNAL TEXT 

OWNER • 58207 
TEXAS GENERAL LAND OFFICE 
1700 N C'ONORESS AVENVI! ROCM 60 
AUSTI N, TEXAS 78701 
S6N/TAX JD 
RECORDED BOOK 88 PAOE 26 
PROSPECT Delawa r e Baaln Area l 
COUNTY/PAR I SH CULBERSON 
TllAC"I' NO 20046 
LFG.\k_Of:S~N~------~~ 

. . 
• . .. . .. 

• . 
• • . 
• 

ENTRY 

STATE TX 

••• ... . . . 
• • • • • • . . . . 

• . . 
• . .. 

PAYMENT AMJUNT 16 29 

BANK SERVICE O!G 

TOTAL AMOUNT x 16 29 

12-1 



PAYEE DETACH THIS PORTION BEFORE. CASHING CHECK 

PETRO-HUNT, L.L.C . 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

JPMorgan Chaso Bank, NA 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NAME 

. t 
------------- OWNER NO =-r DATE 

IJ Mar-14-2006 TEXAS GENERAL LANO OFFICE 

Page 1 or 1 

CHECK NUMBER AMOUNT 

7004288 $16.29 

LEASE NUMBER 
11& • 1019190 

/LEASE NAME DATE 03/14/06 O!ECr NO 7004288 

LEASE DATE MONTHS 
04/ 12/05 12 

Fl LB 10 
68351 0029 005 

••• • PAYMENT TYPB •••• DELAY RENTAL •••• 

TO BE CREDITED TO ADDITlC:NAL TEXT 

OWNER M 58207 
TEXAS GENERAL LANO OFFICE 
l 700 N COOOIIESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 
SSN/TAX 10 
RECORDED BOOK 88 PAGE H 
PROSPECT Delaware Baein Area l 
COUNTY/PARISH CVLBERSON 
TRACT NO 20046 
LEGA PT t''-----~-----, 

. 
• • . . 
•• . .. 

. 
• . 
• . . 

ENTRY 

STATE TX 

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

• . 
. 

• • . 
• . . .. 

PAYMENT AMJUNT 16 29 

BANK SERVICE CllC 

TOTAL Al'.JUNT x 16 211 

I I 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

OWNER NAME 

PETRO-HU NT, l.l.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-6400 

TEXAS GENERAL LAND OFFICE 

LEASE NUMBER 
118 • 1019195 

LEASE DATE MONTHS 
04/19/05 12 

•••• PAYMENT TYPE •••• DEI.AY RD/TAI, •••• 

TO Bil CREDITl?D TO 

OWNER I 58207 
T&XAS OENERAI. !..AND OPPICE 
1700 N CONORESS AVENUE ROOM 60 
"USTIN, TEXAS 78701 
6SN/TAX ID 

ADDITION ... L TEXT 

RECORDED BOOK 88 PAGE SJ ENTRY 

JPMorgan Chaso Bank, N.A . 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO DATE 

Mar-14-2006 

CHECK NUMBER 

7004290 

Pago 1 of 1 

AMOUNT-=! 

$10.86 J 
DATE Ol/14/06 CHECK NO 7004290 

PII.E 10 
61151 0029 006 

PAYMENT AMJUNT 

BANK SERVICE CHG 

TOTAL ~UNT 

10 86 

x 10 86 

PROSPECT Delaware Baain Area l 
C'OUNTY/PARI6H CULSERSCN STATE TX I l J 
TRACT NO 20046 
I.EOAL DESCRIPTION~---~--~--,, 

. ... ... 
I • • . • • . . . . . . . • .. • • • • • . 

• • • •• . • • . . ... 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. ~ 
1601 Elm Street, Su,le 3400 

Dallas, Texas 75201 
(214) 880-8400 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

6200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 of 1 

t • OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT 1 
s,o.ss I [' TEXAS GENERAL LAND OFFICE 

LEASE NIJHBER 
118 • 1019197 

LEASE DATE MONTHS 
04/19/05 12 

TO PILI! IO 
04/19/07 68351 0029 007 

• •• • PAYMENT TYPE •• • • DELAY RENTAL •• • • 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER I 58:Z07 
TEXAS OENKRAL LANI) OPPlCE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 
SSN/TAX IO 
RECORDED BOOK 88 PAGE 82~ 
PROSPECT Delaware Basin Area l 
COUNTY/PARISH CULBERSON 
TRACT NO 20046 
L~DESCR;;.;.;;.I ~PT:':,:,iIO~N.......,=-a.....,---.,-.,...-..,,.,.....,...,,---,,--:-----., 

I 'I 

. 
• . .. • . . 

ENTRY 

STATE TX 

. ... ... 
• • • . . . . • 

. 
• • . 
. .. 

Mar-14~2006 7004292 

DATE 03/14/06 CHEC'IC NO 7004292 

PAYMENT Al+JUNT 10 86 

BANK SERVICE CHG 

TOTAL AMOUNT 10 86 

I l J 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

~ OWNERNAME 

L TEXAS GENER.AL LAND OFFICE 

LEASE NUMBER 
I 18 • 1019198 

LEASE DATE MONTHS 
04/l4/06 12 

RENTAL 
FROM 

04/24/06 

NAME 

JPMorgan Chase Bank, N.A . 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO 

DATE 03/14/06 

PILE ID 
68JS1 0029 008 

7004294 

PAYMENT AMOUNT 
•••• PAYMENT TYPE •••• DELAY RENTAL•• •• 

TO BK CREDITED TO ADDITIONAL TEXT 

OWNER. SB207 
T&XAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 
SSN/TAX ID 
RECORDED BOOK 88 PAGE 797 
PROSPECT Delaware Ba•1n Area ) 
COUNTY/PARISH CULBERSON 
TRACT NO 20046 
LEGAL D SCJUP.I.lLlN~---~-~-----, 

. 
• • . . .. . 

. . . . 

ENTP.Y 

STATE TX 

... ... 
• • • . 
• • . .. . . 

BANK SERVICE CHG 

TOTAL AMOUNT 

. 
• • . . . .. 

Page 1 of 1 

AMOUNT 

$8.15 

CHECX NO 7004294 

a.is 

8 IS 

/ l j 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. ~ 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-6400 

OWNER NAME 

TEXAS GENERAL LAND OFFICE 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

0W""'° J DATE 

Mar-14-2006 

Page 1 of 1 

CHECK NUMBER 

7004298 

LEASK NUMBER 
118 • 1019200 

NAME DATB 03/14/06 C'HSCIC NO 700~298 

LEASE DATE MONTHS 
04/10/0S 12 

FILE 10 
68151 002!1 010 

••• • PAYMENT TYPE •••• DELAY RENTAL •••• 

TO BB CREDITED TO NJDITIONAL TEXT 

OWNER. 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 
SSN/TAX IO 
RECORDED BOO!". 88 PAOB 815 
PROSPECT Delaware Baain Area 3 
COUNTY/PARISH CULBERSON 
TRACT NO 20046 

FQAI 

• . • • .. . .. 
. . 
• . 

ENTRY 

STATE TX 

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

• • . . . . 
• •• 

PAYMENT AM.'.>UNT 8 15 

BANK SSRVICE CHG x 8 15 TOTAL AMOUNT 

/ l\ 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

/ 
PETRO-HUNT, L.L.C. / . 

1601 Elm Street, Suite 3400 
Dallas, Texas 75201 

(214) 660-8400 

OWNERNAMC 

TEXAS GENERAL LAND OFFICE 

JPMorgan Chase Bank, N.A. 
Jefferson County 

6200 Hwy 69 
Port Arthur, Texas 77640 

EOWNERNO ~ DATE 

_ Mar-14-2006 

Page 1 011 

CHECK NUMBER 

7004302 

LEASK NUMBli:R 
Jl8 • 10l9211 

OIUillNA ftf:!;O R.{LEASK NAME DATE Ol/14/06 CHECK NO 7004302 
M A.:'1 

R°UJTAL RICO 
LEASE OAT&: MONTHS FRON TO PILE IO 
04/)0/05 12 04/30/06 04/)0/07 68)51 0029 012 

•••• PAYMENT TYPE •••• DELAY RENTAL ••• • 

TO 86 CRE:DIT£0 TO AODITIC:NAL T&:XT 

OWNER. 58207 
TEXAS OENERAL !..AND OFFICE 
1700 N CONQIIIUIS AVKN\/E ROON 60 
AUSTIN , TltXAS 78701 
SSN/TAX IO 
RECORDED BOOK PAGE ENTRY 
PROSPECT Delaware Ba•ln Area 3 
COUNTY/PARISH CULBERSCN STATE TX 
TRACT NO 20046 
[.F,GA!.-tlF. CR.rn:r . .I.C.N-----~------. 

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

• •• • • • . 
• • • . 

• . 
• 

•• • . • • •• 

PAYMENT AM.'>UNT a 1s 

BANK SERVICE CHO 

TOTAL AMOUNT x 8 15 

/2/ 



PAYEE DETACH THIS PORTION Bf::FORE CASHING CHECK - - ­

PETRO-HUNT, L .L.C . l/ 
1601 Elm Street, Sulla 3400 

Dallas, Texas 75201 
(214) 880-8400 

JPMorgan Chas e Bank, N.A . 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 of 1 

OWNER NAME OWNER NO 1 Mar:::oo~ CHECK NUMBER AMOUNT] 

$8.15 TEXAS GENERAL LAND OFFICE 
=====================--..!!.---------

I.EASE NUMBER 
111 · 1019199 

LEASE DATB MONTHS 
04/)0/05 12 

TO FILE ID 
04/)0 / 07 68)51 0029 009 

•• •• PAYMENT TYPB •••• DELAY RENTAL •• •• 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER. 58207 
TEXAS GENERAL LANO OFPICE 
1700 N CONGRESS AV&:NUli: ROOM 60 
AUSTIN. TEXAS 78701 
SSN/TAX ID 
RECORDED DOOi< ea PAOE 842 
PROSPECT Delaware Ba•ln Area l 
COUNTY/PARISH CULBERSON 
TRACT NO 20046 
Lll(JA~~.OU~-~-~----~ 

l ~ I! II 

. . • . . 
•• . .. 

ENTRY 

STATE TX 

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

. . • . . ... 

DATE 

7004296 

0)/14/06 CHECK NO 7004296 

PAYMENT AMOUNT 8 . 1s 

BANI< SERVICE CHO 

TOTAL AMOUNT a i s 

I l / 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. ~ 
1601 Elm Street, Suite 3400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

Page 1 of 1 

Dallas. Texas 75201 8200 Hwy69 
(214) 880-8400 Port Arthur, Texas 77640 

TEXAS GENERAL LAND OFFICE $543 

OWNER NAME -------------y~--OWNER NO==:i::===. DATE 

~ _ l Mar-14-2006 

CHECK NUMBER 

7004300 

AMOUNT 

LEASK NUMBER 
118 ' 1019209 

LEASE NAME DATE 0)/14/06 OIECX NO 7004300 

RENTAL PERIOD 
LEASE DATE MONTHS f'RCH TO f'ILE ID 
04/)0/05 12 04/)0/06 04/30 / 07 68351 0029 011 

• ••• PAYMENT TYPR • •• • OKLAY RENTAL • • •• 

TO BB CREDITED TO ADDITIONAL TEXT 

OWNER I 58207 
TEXAS OENERAL LANO OPPICI! 
1700 N CONGRESS AVENU1!1 ROOM 60 
AUSTIN, TEXAS 78701 
SSN/TAX IO 
RECORDED BOOK 88 PAOE 8)3 
PROSPECT Deleware ea11n Areal 
COUNTY/PARISH CULBERSON 
TRACT NO 20046 
L. p:r N--------~ 

. . 
• • .. . 

. 
• . . 

ENTRY 

STATE TX 

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

• . . 
• . . ... 

PAYMENT AMOUN'f S.43 

BANK SliJIVICE CHG 

TOTAL AMOUNT x s 43 

r-. - er, - :,1 
?!, 
N () 

rn 
( -u < (. x ,.-

) l 

r ·a 
D'o 
~ '<~ 

9' 



• ... ... • • • • • . . • . . • . . . . . . . . . .. 
• • • • • • . . . . . 735875 



Ci JE N lL JR "\_ l, [ , l\ 

February 20, 2007 

Attn: William A. llearne, enior Landman 
Petro-Hunt, LLC 
160 1 Elm treet, uite 3900 
Dallas, Texas 7520 1-7201 

Re: Relinquishment Act Lease MF-105525 
9 14.36 acres out of ections JO & 16, Blk. 6 1, 
T &P Ry. Co. urvey, Culberson County, Texas 

Dear Mr. Hearne: 

[) C) 17 F 1[ ( ' IE 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under M ineral Fi le number M-105525. Please refer to th is 
number in all future correspondence concerning the lease. 

Your remittance o f $22,984.03, has been applied as the state's portion of the cash bonus 
$22,859.03, along v ith a processing and filing fee in the amount of$ 125.00. Please let me know if 
you should have any questions. 

incerely, 

J)l,(PV (eli! b}1 W6 .... 
Ore\! Reid 
Minerals Leasing 
Energy Resources 
(5 12) 475- 1534 

MS/D R 

tcphcn F. Au~tin Building • 1700 North Congrci.~ Avenue · Aus tin, Tc>.as 78701- 1495 

Posr O flice Box 12873 • Austin, Tcxa, 7871 1-2873 

512-463-5001 • 800 998 IG LO 

ww,, .glo.statc.tx.U5 



By \~ «< 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. ./ 
•1601 Elm Street, Suite 3400 

Dalla:;, Texas, 75201 
(214) 880-8400 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur, Texas 77640 

Page 1 of 1 

OWNER tlAME OWNER NO DATE CHECK NUMBCR 

TEXAS GENERAL LAND OFFICE 

LEASE NUMBER 
1111' l 019157 

RENTAL PERIOD 
LE>.S~ 01,TE MONTHS F'RON TO PILE ID 

04/2)/05 12 04/23/07 04/2)/08 68351 0029 001 

• ••• P1,YMENT TYPE • •• • DEI>.Y RENT1,I. • • •• 

TO BE CREDITED TO ADDITICN1,I. TEXT 

OWNER . 58l07 
TEXAS OENER1,I. LAND OF'PICE 
1700 N CCNOR&SS AVENUE ROOM 60 
1,USTIN, TEXAS 78701 
RECORDED BOOK 88 P1,GE 35 
PROSPECT DEI>.W1,RE 81.SIN l 
COUNTY/P1,RISH CULBERSON 
TRACT NO 20046 
LEG1,L DES~RIPTION _______ ~-

1 

ENTRY 

. . . • . . . • • . ... . 
.. ... 

• • . . . . 
• • • • • . • • • . • • 

Mar-15-2007 7005797 

01,TE 0)/15/07 CHECK NO 

1)0 )2 

81.NK SERVICE CHG 

TOTAL ~UNT 1)0 32 

. . • . 
• • • ... 

\ 



PAYEE DETACH THI.S PORTION BEcFORE CASHING jCK 

PETRO-HUNT, L.l.C. 
• 1601 Elm Street, Suite 3400 

Danos, Texa 75201 
(214) 880-8400 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur. Texas 77640 

Page 1 of 1 

OWNER NAME OWNCRNO 

J:ar;::007 
CHCCK NUMBrR 

TEXAS GENERAL LANO OFFICE 
======================~======== 

LEASE NUMBER 
11e • 1019190 

ORIGINAL LESSOR/LEASE NAME 

!..EASE DAT& MONTHS FROM 
04/12/07 

TO f'll..E ID 
04/12/0S 12 04/12/08 68)51 0029 005 

• • • • PAYMENT TYPE •••• DELAY RENTAi.. •••• 

TO BB CREDITED TO 

OWNER# 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROOl'I 60 
AUSTIN, TEXAS 78701 

ADDITIONAi.. TBXT 

RKCORDED BOOK 88 PAGE 44 ENTRY 
PROSPECT DKLAWARK BASIN 3 
COUNTY/PARISH CULBERSON 
TRACT NO 20046 

STAT&: TX 

LKOAL DESCRIPTION 

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

• •• . 
• • . . 
• 

DATE 

• • • • • . 
••• 

7005805 
0)/15/07 CHECK NO 

PAYMENT AMOUNT 16 . 29 

BANK SERVICE CHG 

TOT Al.. AMOUNT 16 29 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. / 
• 1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

OWNER NAME 

TEXAS GENERAL LAND OFFICE 

LU.SE Na!BER 
118" 1019216 

RENTAL PERIOD 
L£AS6 DAT6 M.)NTHS FROM TO 
04/27/05 12 04 27 0 04/27/08 

••• • PAYMENT TYP~ 

TO B&: CREDITED TO 

OWNRR # 58207 
TEXAS GENERAL LAND OPPICE 
1700 N CCNORESS AVENU&: ROCM 60 
AUSTIN, TEXAS 78701 
RECORDED BOOK PAGE 

DELAY RENTAL •• • • 

ADDIT!CNAL TEXT 

ENTRY 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO 

PILE ID 
68351 OOH 013 

DATE 

OAT[ 

Mar-15-2007 

Ol/lS/0'7 

PAYMENT ,V,l,)lJNT 

BAN!<: SERVICE CHG 

TOTAL AMOUNT 

PROSPECT DELAWARE BASIN 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 
LFOAL DESCR l PT ION:.:.....,~ -:-;-------:-7""-::,o-,.,~~-

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

Page 1 of 1 

S2 lJ 

S2 lJ 



PAYEE DETACH THIS PORTION BEFORE CASHING CHE9( 

PETRO-HUNT, L.L.C. 
, 1601 Elm Street, Suite 3400 

Dalljls. Texas 75201 
(21 4) 880-8400 

v JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur, Texas 77640 

Paga 1 of 1 

FOWNERNAME ~~~~~~~~~~~~...,,....~0-W~NERNO----iT"" OATE 
CHECK NUMBER 

TEXAS GENERAL LAND OFFICE 
==================amm--.!!...-----==== 

LEASE NUMBER 
118 • 1019159 

LEAS~ DATE 
04/27/05 

MONTHS 
12 

ORIOlNA 

f'RON 
04/27/07 

PERIOD 
TO 

04/27/08 

•• •• PAYMENT TYPE •• •• DELAY RENTAL • • •• 

TO BE CREDITED TO 

OWNER I 58207 
TEXAS GENERAL LAND Of'PICE 
1700 N CO.'«lRESS AVENU'B ROOM 60 
AUSTI N, TEXAS 78701 

ADDITIONAL TEXT 

RECORDED BOOK 88 PAOI 806 ENTP'f 

f'ILE ID 
68351 0029 00) 

PROSPECT DEi.AWARE BASIN l 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 
L,:G 

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

DATE 

. . . 
• . 
• • •• 

I Mor-15-2007 7005801 

OJ/15/07 CHECK NO 7 

PA'fNENT AMOUNT 52 13 

BANK SERVICE CHO 

TOTAL AK.:>UNT 52 13 



PAYEE DETACH THIS PORTION BEFORE CASHI/CK 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

OWNER NAME 

TEXAS GENERAL LAND OFFICE 

LV.SB NUMBER 
118 • 1019197 

RENTAL PERICO 
Lltl\61!! CATE MONTHS FROM TO 

04/19/0S 12 04/19/07 04/19/08 

•• •• PAYMENT TYPE •••• CELAY RENTAL •••• 

TO BE CR£01TCO TI. 

OWNER• 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROCM 60 
AUSTIN, TEXAS 78701 

ADDITIONAL TEXT 

REOOROEC BOOK 88 PAGE 824 ENTRY 

l'lLB IC 
68351 0029 007 

PROSPECT CILAWARE BASIN l 
COUNTY/PARISH CULBERSCN STATE TX 
TRACT llO 200U 

FU CIU.P.:r.l.C."--~~~~~~~~~. 

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

Paige 1 or 1 

CATE 03/15/07 CHECK NO 

PAYMENT AMvUNT 10 86 

BANY SERVlCB CHO 

TOTAL AMOUNT 10 86 

• . . 
• • . 
• •• 



PAYEE DETACH THIS PORTION BEFORE CASHING iK 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

DaUas, Texas 75201 
(214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 o f 1 

OWNER NAME OWNC:R NO OATC CHECK NUMBER 

TEXAS GENERAL LAND OFFICE 

LEASE NUMBER 
118 • 1019195 

I.EASE 0.\T& 
04/19/05 

MONTHS 
12 

RENT.\L PERIOD 
FRC.11 TO 

0 4/19/07 04/19/08 
FILE ID 

68351 0029 006 

••• • P.\YMENT TYPE •••• DELJ.Y RENTAL •••• 

TO BE C'REDTTEO TO 

OWNER # 58207 
TKXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTI N, TEXAS 78701 

ADDITICN.\L TEXT 

RECORDBD BOOK 88 PAGE SJ ENTRY 
PROSPECT DBLJ.NARB BASIN 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 
LEGAL DESCRIPTION 

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

... 
• • • • . . 

• 

Mar-15·2007 7005807 

DATE 03/lS/07 CHEO: NO 70 

P.\YMENT AMOUNT 10 86 

BANK SERVICE CHO 

TOTAi, AMOUNT 10 86 

• • • . 
• . 

• •• 



PAYEE DETACH THIS PORTION BEFORE CASHING7HEC 

PETRO-HUNT, L.L.C. 
· 1601 Elm Street, Suite 3400 

Dalras, Texa~ 75201 
(214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

6200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 or 1 

OWNER NAME OWNER NO f DATE CHECK NUMBER 

TEXAS GENERAL LAND OFFICE 
=-e=====================:!!=========::!e 

LEASE NUMBER 
118 • 1019211 

~LEASE NAME 

RENTAL PERIOD 
LF.ASE DATE MvNTHS FRON TO 
04/)0/05 12 04/)0/07 04/30/08 

• • • • PAYMENT TYPE • • • • DELAY RENTAL • • • • 

TO BE CREDITED TO 

OWNER • 58207 
TIDtAS GENERAL LAND OPl'ICE 
1700 N CONGRESS AVENVE ROCH 60 
AUSTIN, TEXAS 78'701 
RECORDED BOOK PAGE 

AOOITIO.'IAL TiltT 

ENTRY 

FILE ID 
68)51 0029 012 

PROSP~'CT DELAWARE BASIN l 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 
LEOAL OESCRI p....._,..._L_~----~-~ 

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

CATE 

• . . 
• • . 
• . .. 

Mar-15·2007 7005819 

03/15/0'7 OlECK NO 

PAYMENT AAJUNT 8 15 

BA/ff SERVICE OIG 

TOTAL AM.)UNT 8 15 



PAYEE DETACH THIS PORTION BEFORE CASHING7K 

PETRO-HUNT, L.L.C. 
· 1601 Elm Street, Suite 3400 

Dallas, Texa 75201 
(214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 of 1 

OWNER NAME OWNER NO=r DA Tf 

Mar-15·2007 

CHECK NUMBER 

TEXAS GENERAL LAND OFFICE 

LEASE NUMBER 
118 ° 1019200 

LEASE DATE MvNTHS 
0 4 /30/05 12 

PROM 
0 4/)0/07 

TO PILE ID 
0 4 /)0/08 68351 0029 010 

•••• PAYMENT TYPE •••• DEL.AV RENTAi.. •• •• 

TO BR CREDITED TO ADDITIONAL. TEXT 

OWNER J 58207 
TEXAS OF.HERAL t.ANO OPl'IC"E 
1700 N CCNCRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 
RECORDED BOOK 88 PAGE 815 
PROSPECT DELAWARE BASIN 
COUNTY/PARISH CULBERSON 
TRACT NO 20046 
LEY>, 

ENTRY 

STATE TX 

. 
• • • . . . . • • • • . • ••• • 

. . .. 
• • .. 
• • • • . • . • • 

7005815 

DATE 03/15/07 CHEC'K NO 

PAYMENT AMJl..'NT a 15 

BANI' SERVICE CHG 

TOT AL. AMOU?IT 8 15 

. 
• • • • . 
••• 

' 



PAYEE DETACH THIS PORTION BEFORE CASHING CH~ 

PETRO-HUNT, L.L.C. ~ 
1601 Elm Street, Suite 3400 • , I 

oa1:as, Texas 75201 
(214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

Page 1 or 1 

8200 Hwy 69 
Port Arthur. Texas 77640 

OWNERNAMC OWNER NO f DATE CHCCK NUMtj(R 

TEXAS GENERAL LANO OFFICE Mar-15-2007 7005811 
==========================c!===========~= 

LEASE NUMBER 
118 • 1019198 

RENTAL PERIOD 
LEASE DATE 
04/24/06 

PRCM TO 
04/24 /07 04/24/08 

••• • PAYMENT TYPE • ••• DELAY RENTAL ••• • 

TO BP. CREDITED TO 

OWNER # 5810? 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 

ADDITIONAL TEXT 

RECORDED BOOK BB PAGE 797 ENTRY 

PILE ID 
68151 0029 008 

PROSPECT DELAWARE BASIN 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 
LEGAL DESCRIPTION 

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

DATE 03/15/07 

PAYMENT AMOUNT 

BANK SERVICE CHG 

TOTAL AMOUNT 

• . . . 
• . 

• . .. 

CHECK NO 70 

8 15 

B 15 



PAYEE DETACH THIS PORTION BEFORE CASHING CH/ 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

OWN(R NAME 

TEXAS GENERAL LAND OFFICE 

LE.ASE NUMBER 
118 • 1019218 

LEASE DATE MONTHS 
04 /29/05 12 

FROM 
04/29/07 

• • • • PAYMENT TYPE • • • • DELAY RE?ITAL • • • • 

TO BE CREDITED TO 

OWNER I 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONORESS AVENUE ROOM 60 
AUSTIN, TKXAS 78701 

ADDITICNAL TBXT 

RECORDED BOOK 88 PAGE 624 ENTRY 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 of 1 

OWNER NO == DATE 

_J Mar-15·2007 

CHECK NUMBER 

FILE ID 
66)51 0031 

DATE 

7005825 

0)/15/07 

PAYMENT AMOUNT 

BANK SERVICE CHO 

TOTAL AM.)UNT 

CHECK NO 

870 25 

870.25 

PROSPECT DELJIWARE BASIN 
C'OUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20075 

F,9~ " CRll"J:I N------~--~ 

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



PAYEE DETACH THIS PORTION BEFORE CASHIN/CK 

PETRO-HUNT, L.l.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County ( 

8200 Hwy69 
Port Arthur, Texas 77640 

============='==O=W=NE=R=N=O=]I Mar::007 7005799 

~ RNAMC 

l TEXAS GENERAL LAND OFFICE 

CHECK NUMBER 

LEAS£ NUMBBR 
118 • !019158 

Ll::ASE DATE 
04/09/0~ 

MONTHS 
12 

RENTAL PBRlOD 
l'RC,M TO 

04/09/07 04/09/08 

•••• PAYMENT TYPE •• •• DELAY RENTAL • ••• 

TO BE CREDITED TO 

OWNER• 58207 
TEXAS GENERAL LANO OFFICE 
1700 N CONGRESS AVENUE ROON 60 
AUSTIN, TEXAS 78701 

ADDITIONAL TBXT 

RECORDED BOOK 88 PACE 62 ENTRY 

FILE JD 
68351 0029 002 

PROSPECT DELAWARE BASIN l 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 
LSOAL DESCRIPTION 

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

DATB OJ/15/07 

PAYMENT AMOUNT 

BANK SE:RV I CE CHO 

TOTAL AMJUNT 

• • • . 
• • ... 

Page 1 of 1 

130 32 

130 32 

• 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECJ 

PETRO-HUNT, l.l.C. V 
1601 Elm Street Suite 3400 

Dallas, Texas 75201 
(21 4) 880-8400 

OWNER NAME 

TEXAS GENERAL LANO OFFICE 

LEASE NUMBER 
118 • 1019199 

RENTAL PERlOD 
LEASE DATE 
04/)0/05 

MOHTHS 
12 

FROM TO 
04/30/07 04/)0/08 

•••• PAYMENT TYPE •••• DELAY RENTAL •••• 

TO BE CREDITED TO 

OWNER N 58207 
TEXAS GENERAL LANO OFFICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 

AODITICNAL TEXT 

RECORDED BOOK 88 PAGE 842 ENTRY 

f 
JPM organ Chase Bank, N.A. 

Jefferson County 
8200 Hwy69 

Port Arthur, Texas 77640 

Page 1 of 1 

OWNER NO OAT( CHECK NUMBER 

PILE ID 
68351 0029 009 

DATE 

Mar-15·2007 7005813 

03/15/07 

PAYMENT A>QUNT 

BANK SERVICE O!G 

TOTAL AM~UNT 

CHECK N( 

8 15 

8 15 

PROSPECT DELAWARE BASIN 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 

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

}~ 



PAYEE DETACH THIS PORTION BEFORE CASHING CHEC!y 

. PETRO-HUNT, l. l.C. V 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

, JPMorgan Ch aso Bank, N.A. 
Jefferson County 

8200 Hwy 69 

Page 1 of 1 

OWNCRNAME 

Port Arthur, Texas 77640 
---------------OWNER NO I_ DATE CHECK NUMBER 

TEX.AS GENERAL LAND OFFICE 

LEASE NUMBER 
118 • 1019187 

LEASE DATE 
04/19/0S 

MCIITHS 
12 

RENTAL 
FRCM 

04 19 07 

•••• PAYMENT TYPE •• •• DELAY RENTAL• ••• 

TO BB CREDITED TO 

OWNER I 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONORESS AV&NUB ROOM 60 
AUSTIN, TEXAS 78701 

ADL.ITIONAL T&XT 

RECORDED BOOK 88 PAGE 26 ENTRY 

FILS JO 
68l'il 0029 004 

PROSPECT DBLAWARB BASIN 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 
LEOAL DRSCR.l£[JJl,,..__---:--:--~-----~ 

11 

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

jl Mar-15-2007 7005803 

DATE Ol/15/07 CHECX NO 

PAYMENT AMOUNT 16 29 

BANK SERVICE 010 

TOTAL AMOUNT 16 29 

• . . . 
• • ••• 



PAYEE DETACH THIS PORTI~ BEFORE CASHING CHycK 

P ETRO-HUNT, l.l.C. V 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Paga 1 of 1 

OWNER NAME OWNER NO T DA TE 

Mar-15-2007 

CHECK NUMBER 

TEXAS GENERAL LAND OFFICE 
======================!!a=======;;;;;;;;;; 

LEASE NUMBER 
118 • 1019209 

LEASE NAME 

RENTAl, PERIOD 
LEASE DATE. 

04/30/05 
MONTHS 

12 
PROM TO 

04/30/07 04/)0/08 

•••• PAYMENT TYPE • ••• DELAY RENTAL •••• 

TO BE CREDITED TO 

OWNER W 5820'7 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUB ROOM 60 
AUSTIN, TEXAS '78701 

ADDITIONAL TEXT 

RECORDED BOOK 88 PAOE 831 ENTRY 

PILE JO 
68151 0029 011 

PROSPECT DELAWARE BASIN 3 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20046 

FG ~N~~~--~~~~----~ 

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

DATE 

. 
• • . 
• • . .. 

7005817 

Ol/15/07 CHECK NO 

PAYMENT I\MvUNT 5 43 

BANK SERVICE CHO 

TOTAL AMOUNT 



@ 
V) 

t.....) 

; 
-:> 

~ 

u 
u: 

u 
c:: 
.9 .,, 
!!. 
E 
e: 
0 · u 
c 
i 
• .. .. 
~ 
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u-... 
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. . . . . . . . . . . . . . . . . . . . 
• • • • • • • • • . . . . . . . . 

• • • • • • ••• 
811615 



... . . . .... 
• • •••• 

• 
•••• • •••• 

•• • • • • • •• 
• .. . . . . 

t:TACH,HIS F'OR ION BEFORE ASHIN CH K -

PETRO-HUNT, L.L.C . ,. / 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(21 4) 680-8400 

.JPMorgan Chase Bank, N.A. 
- Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

Page 1 o f 1 

----------..--OWNERNO----=r- DATE ~ K NUMBER ____ AMOUNT~ 

sa201 ~ b-1s-2oos L 4092040 sJ.75 J 
WNERtlAME 

:fEXAS GENERAL LAND OFFICE 

---------===--------==='"""-

02AP1415 021506E 
TOTAL INVOICES PAID 

02/15/06 3.75 

,~, 

0.00 

I' 

-r 
r , 

x 
.. 

3.75 

' ~. 75 

I ---ct .,... 
~ 7 

~ 
o'S' 



- --- .. 

f 

File N _/}Jy.j.P9 5° '/JC;( ~ . 
~E~CTAI pAYM=E~N_T ______ ~ 

Date Filed: 2/2, l{(tJ0 
Qi~ry EJattcrson, Commt ,oner 

Ry~ 

.. . 
• • • 
• • • • • • 

•••• • •••• 
• •• • • • •• • 

. .. . . . . . . 

730940 



~AYEE DETACH THIS PORTION BEFORE CASHING CHEo/ 

• PETRO-HUNT, L.L.C. V JPMorgan Chaso Bank, N.A. 
1601 Elm Street. Suite 3400 Jefferson County 

Page 1 ol 1 

Dallas, Texas 75201 8200 Hwy 69 
(214) 880-8400 Port Arthur, Texas 77640 

·~~~~ ~~~~~~~~~~~~~-..-~~~~.....-~~~~-..-~~ 
ro~NE.R NM!E OWNt.:R NO DATE CHECK NUMBER ~NT 

r l EXAS GENERAL LAND OFFICE 58207 Mar-10-2008 41 29058 $1,303.13 ... 
••••• "VOUCHER VENDOR INV# I NV DATE .. ._. 

TOTAL 
AMOUNT 

PRIOR PMTS 
& DISCOUNTS 

NET 
AMOUNT 

•••• o3AP1068 030708 03/07/08 1,303.13 0 . 00 1,303.13 

•• • " RE-ISSUING ANNUAL DELAY RENTAL CHECK N0 . 7007509 LEASE N0.68351 -002 9-013 CANC 
: • •• ;rOTAL INVOICES PAID . ...... 
• • 
• LEASE NUMBER 

•• •• 118*1019216 
ORIG INAL LESSOR?LEASE NAME 
BARTON GEORGE M SR 

• • • . . 
LEASE DATE 
4/ 27 / 05 

MONTHS 
12 

RENTAL PER JOO 
FROM 

04/ 27 / 08 
TO 

04/ 27/09 
**** PAYMENT TYPE**** DELAY RENTAL**** 

TO BE CREDITED TO ADDITIONAL TEXT 

Recorde o Page Entry 
PROSPECT Del aware Bas1n3 
County/ Parish Culberson 
Tract NO 20046 
Lega l Desc ritption 
Cul ber son Coun ty, Texas Block 61 T2 
T&P RR CO Survey SEC. 10: S/2 Sec. 

State TX 

16: ALL BEI NG 1,042.50 Acres more or l ess. 

DATE 3/ 6/ 08 

x 1,303.13 

Check No 41 29058 

FILE ID 
68351-0029-013 

Payment Amount 1,303.13 
BANK SERVICE CHG 

TOTAL AMOUNT 1,303 . 13 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

OWNER NAM( 

PET RO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

~ JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO l DATE 

'..iT OF TX GENERAL LANO OFFICE ! Mar--06-2008 

... 
• • • ... .... 
• .... 

• 
•• . . .... . ······ • • 

•••• • • • 

==,,,===--------------=-... ------~= 
LEASE NUMBER 
ll8 •10l9lll 

LFASB OATfl MvNTIIS 
4 /30/05 12 

ORIGINAL LRSSOR/LEASB NAME 
BREHM ANNA C 

RENTAL PBRIOD 
FRU4 TO l'ILK JD 

04/30/08 04/30/09 68351 0029 012 

•••• PAYMENT TYPE •••• DELAY RENTAL •••• 

T') BB "rc:"ITEO TO ADDITIONAL TEXT 

.rn: ·~ 
RECOR-~ PAOE 
PROSPBC'T DELAWARB BASIN 
COUNTY/PARISH Ct1LBBRSON 
TRACT NO 20046 
LEOAL DESCRIPTION 
CULBERSON COUNTY, TEXA.B BLOCK 61 T2 
T,P RR CO SURVEY SBC. 10 1 S/2 SBC 
161 ALL BEING 1,042,50 ACRRS MORB OR 
LESS 

ENTRY 

STATE TX 

DATE 03/06/08 

PAYMENT AMOUNT 

BANK SERVICE 010 

TOTAL AMvUNT 

Page 1 of 1 

CHECIC NO '700'750'7 

203 62 

o.oo 

>( 
20) 6l 



PAYEE DETACH THIS PORTION BEFORE CASHING CHEcy 

PETRO-HUNT, L.L.C. V 
1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
(214) 880-8400 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

1=3~NCR NAME ~~~~~~~~~~~~-1t-~o_w_N_E_R_NO_~ DATE 

1 Mar-06·2008 L -ST OF TX GENERAl I.ANO OFFICE 

• •• 

Page 1 of 1 

CHECK NUMBER At.40UNT 

7007503 $203.62 

. . 
• • • LEASE NUMBER 

118 ' 1019200 
ORIGINAL LESSOR/LEASE NAME 

BEAL 0.0ROE W Ill 
DATE 0)/06/08 CHECK NO 7007503 .... 

• .... RENTAL PERIOD 
LEASE DATE MuNTHS 

• 04/)0/05 12 
FRON 

04/)0/08 
TO FILE ID 

04/)0/09 68)51 0029 010 .. 
• • . • • •• PAYMENT TYPE •••• DELAY RENTAL • •• • 

• TO BE CREDITED TO ADDIT!CllAL TEXT ...... . . 
OWNEr # 1 
ST n 

o o • • RICORDf.J,.,,__.. _ __.,v PAGE 815 
: • 

0 
° PROSPEC"" LAWARE BAS IN 3 

COUNTY I PAR I SH CULBERSON 
TRACT NO 20046 
LEGAL DESCRIPTIOII 
CULBERSON COUNTY, TlltAS BLOCK 61 T2 
T,P RR CO SURVEY SEC 101 S/2 SEC 
161 ALL BBINO 1,042,50 ACRES HORE OR 
LESS 

ENTRY 

STATE TX 

PAYMENT AMOUNT 20) 62 

BANK SERVICE CHG 0 00 

TOTAL AMOUNT x ""' 
\ 0 \ 



0

PAYE~. D~TACH THIS PORTION BEFORE CASHIN/ 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
(21 4) 880-8400 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 of 1 

OWNER NAME OWNER NO OATE CHECK NUMBER AMOUNT 

0 0 0 
ST OF TX GENERAL LAND OFFICE 

••• .... . . .... LEASE NUMBER 
118 • 101920!1 

LEASE DATE MC,NTHS 
04/JO/OS 12 

ORIGINAL LESSOR/LEASE NAME 
OIVDIS JOEL 

RENTAL PERIOD 
FROM TO FILE 10 

04/)0/0B 04/30/09 68151 0029 011 

• •• • PAYMENT TYPE •• •• DELAY RINTAL •••• . 
• ! • • 0 : TO BE CREDITED TO ADDITIONAL TEXT 

>fflEJ 

• • •• ~ Tl! 
0 0 0 RECOR 

O 
PROSPE ARB BASIN 
O)l.JNTY/PARlSH CULBERSON 
TRACI' NI.I J<l046 
LEGAL DESCRIPTION 

PAOE Bll 

CULBERSON COUNTY, TEXAS BLOCK 61 T2 
T~P RR CO SURVEY SEC, 101 S/2 SSC . 
161 ALL BEING 1,042,50 ACRES HORE OR 
LIISS 

ENTRY 

STATE TX 

Mar--06-2008 7007505 $135 75 

DATE Ol/06/0B CHECK NO 7007505 

PAYMENT AM.JUNT 135 75 

BANK SERVICE CHO 0 00 

1)5 75 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

~RNAME 

I ST OF TX GENERAL LAND OFFICE 

J JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO 

Page 1 or 1 

CHECK NUMBER AMOUNT 

7007501 $203.62 

LEASE N\MBER 
118 • 1019199 

ORIGINAL LESSOR/LEASE NAME DATE OJ/06/08 OlECK NO 7007501 
WASHBURN JEANETTA P 

RENTAL PERIOD 
LEASE DATE MONTHS P'ROM TO PILE ID 
04/)0/05 12 04/10/08 04/30/09 68351 0029 009 

••• • PAYMENT TYPE • ••• DELAY RENTAL •••• 

TO BE CREDITED TO ADDITIONAL TEXT 

OirnER • ., 
ST TX 
RECORD PAGE 842 
PROSPECT 3 
COUNTY/PARISH 
TRACT NO 20046 
LEGAL DllSCRlPTlCN 
CULBERSON COUNTY, TEXAS BLOCK 61 T2 
T~P RR CO SURVBY SEC. 10 S/2 SEC 
161 ALL BEINO l,041 50 ACRES MORE OR 
LESS 

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

ENTRY 

STATE TX 

. 
• • . . 
• . .. 

PAYMENT AM.'>UNT 203 62 

SANY. SERVICE O!O o.oo 

TOTAL AH.">UNT X""' 
er\ 



~AYEE DETACH THIS PORTION BEFORE CASHING CHEY 

· · PETRO-HUNT, l.L.C. v 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 

r 
(214) 880-8400 

OWNER NAME: 

ST OF TX GENERAL LANO OFFICE 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

:*-:~~~-=ii- DATE 

L r Mar--06-2008 

Page 1 or 1 

CHECK NUMBER AMOUNT 

7007499 $203.62 

LEASE NUMBER 
118 • 1019198 

ORICINAL LESSOR/LEA.SE N"'4B PATE 03/06/08 OiECK NO 7007499 
BEAL FRANK D 

RENTAL PERIOD 
PROM TO PlLB lD . • . ••. LEASE DATE MONTHS 

• • • 04/24/06 12 04/24/08 04/24/09 68)51 0029 008 .... 
• .... 

• .. 
• • .... 

• ······ • • 

.... . . . 
• • 

•••• PAYMENT TYPE •••• DELAY RENTAL •••• 

TO BE CREDITED TO ADDITIONAL T&XT 

OWNEP N 
ST Tl'. 
RECOR PAGE 797 
PRO, PE. l 
COUNTY/ PAR I . ,H 
TRACT NO 2004' 
LEGAL DESCRIPTION 
CULBERSON COUNTY, TEXAS BLOCK 61 T2 
T•P RR CO SURVEY SEC . 10 1 6/2 SEC. 
161 ALL BEING 1.042.50 ACRBS MORE OR 
LESS 

ENTRY 

STATE TX 

PAYMENT AMJUNT 20) 62 

BANK SERVICE O!C 0 00 

TOTAL AMOUNT 

~ "' 
62 



,. 

File No_ /1) r- /05''i'clS 
RENTAL PAYME~~T 

Date File 3 - 1 ] - DB 
J crq f: I 1 

I 

... . . . .. . .... .... 
.. 

• • .... . ······ . . 
.... . . . . . 

877070 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. v 
1601 Elm Street. Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

OWNER NAME 

ST OF TX GENERAL LAND OFFICE 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

OWNER NO DATE 

Mar-06-2008 

CHECK NU~B(R 

7007489 

Page 1 o l 1 

AMOUNT 

$1 ,303.11 

LEASE NUMBER 
118 °1019159 

ORIGINAL LESSOR/LEASE NAMR DATE 0)/06/08 CHECIC NO 7007489 
BARTON WHALEY S JR 

RENTAL PERIOD 
LEASE DATE MONTHS FRCM TO PILE ID 

04/27/05 12 04/27/08 04/27/09 68351 0029 003 

• ••• PAYMENT TYPE •••• DELAY RENTAL •••• 

.,. BE CREDITED TO ADDITIONAL TEXT 

R PAGE 806 ENTRY 
PROSPECT DELAWARE BASIN 3 
COUNTY/PARISH CULBERSCN STATE TX 
TRACT NO 20046 
LEGAL DESCRIPTION 
CULBERSON COUNTY, TKXAS BLOCK 61 T2 
T,P RR CO SURVEY SEC. 10 9/2 SEC 
161 ALL BEING 1,042,50 ACRES MORE OR 
LESS 

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

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

PAYMENT AMOUNT 1,)03 13 

BANK SERVICE OlO x ,.,,: :: TOTAL AMOUNT 

I 2 \ 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 
I 

PETRO-HUNT, l.L.C.\/ 
1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
(21 4) 880-8400 

OWNER NAME 

ST OF TX GENERAL LANO OFFICE 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER ~ OATI: 

_ j Mar-06-2008 
amo,------------------..!!ee,,=e,,=e,,=e,,== 

Page 1 of 1 

CHECK NUMBER AMOUNT 

7007485 $3,257.8 

IL.EASE NUMBER 
118 "1019157 

ORIGINAL. LESSOR/LEASE NAME DATE 0) / 06/08 CHECK 110 7007465 
MONROE DONALD &. BARBARA LI 

RENTAL PERIOD 
I.. '.ASS DATE 'NTHS 

~4/23/0S 12 
PROM TO FILE 10 

04/2)/08 04/2)/09 68)51 0029 001 

•• •• PAYMENT TYPE • ••• DELAY RENTAL • • •• 

TO BE CREOITt... T- ADDITIONAL. Tll:XT 

.;T 
'lE l...__~::.,,,---~ !JL-J PAOB lS 
PP DELAWARE BASIN 
COUNTY/PARISH CUWIERSCN 
TRACT NO 20046 
LEGAL D&SCRIPTIOtl 
CULBERSCN COl..fn'Y, TEXAS 81..0CX 61 T2 
T&.P RR CO SURVEY SSC. 101 S/2 SSC 
16 1 ALL BEING 1,042.SO ACRES MORE OR 
L.ESS , 

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

ENTRY 

STATE TX 

• • . . . . . 
•• • . 

PAYMENT AMOUNT ),257 82 

BANI". SERVICE CHO 0 00 

TOTAL AMOUNT x ),257 82 

I 1- l 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. I 
1601 Elm Street, Suite 340<1' 

Dallas, Texas 75201 
(214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 ol 1 

OWNER NAME OWN[RNO CHECK NUMBER 

ST OF TX GENERAL LANO OFFICE 

, LEASE NUMBER 
118 • 1019190 

ORIGINAL LESSOR/LEASE N-'HE DATE 
BEAL PATRICK 

RENTAL PERIOD 
LEASE DATE MONTHS 

~ 0(/12/05 12 
FROM TO FILE IO 

04/12/08 04/12/09 68351 0029 005 

••• • PAYMENT TYPE • • •• DELAY RENTAL •••• 

TO BE CREDIT£D TO ADDITICIIAL TEXT 

OWNER M 
ST TX 
RECORDED BOOK 88 PAGE 44 
PROSPECT DELAWARlil BASIN l 
COUNTY/ PAR I SH CULBERSON 
TRACT NO 20046 
LEOAL DESCRIPTION 
CULBERSON COUNTY, TEXAS BLOCK 61 T2 
T~P RR CO SURVEY SEC. 101 S/2 SEC. 
161 ALL BEINO 1,042 50 ACRES MORE OR 
LESS 

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

. . 
• 

• . .. 

ENTRY 

STATE TX 

7007493 

03/06/08 

PAYMENT AM,JIJNT ~07 23 

BANK SERVICE OiO 0 00 

TOTAL AMOUNT 407 2l 

\ t, I 



PAYEE DETACH THIS PORTION BEFORE CASHING c1cK 

PETRO-HUNT, L.l.C. I 
· 1601 Elm Street, Suite 3400 

OWNER NAME 

Dallas, Texas 75201 
(21 4) 880-8400 

ST OF TX GENERAL LAND OFFICE 

JPMorgan Chaso Bank, N.A . 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO DATE 

Mar--06-2008 

Page 1 of 1 

CHECK NUMBER AMOUNT 

7007497 $271 49 

LEASK NUMBER 
1 u · 1019191 

ORIGINAL LESSOR/LEASK NAME DATE 0)/06/08 OIECK NO 7007497 
CUNNINGHAM GAIL BAYS 

RENTAL PERIOD 
LEASE DAT& MONTHS F'RON TO F'ILE ID 
04/19/05 12 04/19/08 04/19/09 68)51 0029 007 

; •••• PAYMENT TYPE •••• OR!..AY RENTAL •••• 

ADDITIC.NAL TEXT 

"T 
R PAGE 824 
rr, I i;L.AWARE BASIN 
COUNTY/ PAR I SH C\ILBKRSON 
TRACT NO 20046 
LBGAL DBSCRIPTJO?l 
CVLBERSCN COUNTY, T£XAS BLOCK 61 T2 
T~P RR CO SVRVEY SBC. 10 1 S/2 SEC. 
161 ALL BBINO 1,042 50 ACRES ~RR OR 
LESS 

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

ENTRY 

STATE TX 

. . • . . 
• . .. 

PAYMENT A.MvUNT 

BANK SERVICE OIO 

271 . 49 x ,,: :: 
\ -i 1 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. I 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

OWNERNAMC 

ST OF TX GENERAL LAND OFFICE 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

6200 Hwy 69 
Port Arthur, Texas 77640 

OWNCRNO DATE 

Mar--06-2008 

Page 1 of 1 

CHECK NUMBER AMOUNT 

7007491 $407.23 

LEASI! N\MBER 
118 °1019187 

ORIGINAL LESSOR/LEASE NAME DATE 0)/06/08 OiECX NO 7007491 
GUTIERREZ SAMMY 

RENTAL PERIOD 
LEASI DATE lo!OtlTHS P'RCM TO P'ILE IO 

0 4 /19/05 12 04/19/08 04 / 19/ 09 68351 - 0029 004 

••• • PAYMENT TYPE •••• DELAY RENTAL • • •• 

BE CREDITED TO ADDITIONAL TEXT 

I ,imER I 7 
rx 

1111:1 )RD PAGE 26 
S-1«, PECT DELAWARE BASIN l 
COUNTY/PARISH CULBERSCN 
TRACI' NO 20046 
t.20,\L DESCRIPTJOH 
CIJLBERSCN COUNTY, TEXAS BLOCK 61 T2 
T~P RR CO SURVEY SEC. 10 1 6/2 SEC 
16 1 ALL BEINO 1,042 . 50 ACRES MvRE OR 
LESS . 

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

ENTRY 

STATI! TX 

PAYMENT AMOUNT 407 23 

BANK SERVICE OIG x 0 00 

TOTAL AMOUNT 407 23 

\ i \ 



PAYEE DETACH THIS PORTION BEFORE CASHING / HECK 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
(214) 880-8400 

OWNER NAME 

ST OF TX GENERAL LAND OFFICE 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

OWNERNO f DATE 

Mar--06-2008 
=::;=::;=::;=::;=::;=::;=::;=::;=::;=am .... ______ __ 

Page 1 or 1 

CHECK NUMBE~ 

7007495 .L_ 
AMOUNT 

$271 .49 

' LEASK NUMBKR 
118 • 1019195 

ORIGINAi.. LESSOR/LEASE NAME DATE 0)/06/08 OIECK NO 7007495 
BAYS HERBERT A II 

RENTAL PERIOD 
LEASE DATE MONT!l9 FROM TO FILE ID 

I 04/19/05 12 04/19/08 04/19/09 68)51 0029 006 

•••• PAYMENT TYPE •• •• DEJ...AY RENTAi.. ••• • 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER · wl 
ST TX MP' 
RECOJ PAOB 53 
PR09P~CT DEJ...AWARB BASIN) 
COUNTY/PARISH CULBERSCN 
TRACT NO 20046 
LEOAL DESCRIPTION 
CULBERSCN COUNTY, TEXAS BLOCK 61 Tl 
T,P RR CO SURVEY SEC . 10 1 S/2 SEC 
161 AI..L BBINO 1,042.SO ACRKS MvRE OR 
LESS 

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

ENTRY 

STATE TX 

PAYMENT AM:lUNT 

BANK SERVICE OIG 

TOTAi.. AMOUNT x 
) 1, I 

271 49 

0 00 

271 49 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

OWNCR NAME 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

ST OF TX GENERAL LAND OFFICE 

I J PMorgan Chaso B ank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

OWNCR NO DATE 

Mar-06-2008 

CHECK NUMBER 

7007487 

LEASE NUMBER 
118 • 1019158 

ORIGINAL LESSOR/LEASE NAME DATE 0)/06/08 
BODE ARHTUR J JR 

RENTAL PERIOD 
IP'.A B DATB MONTHS f'Rc.M TO PILE ID 
04 09/05 12 04/09/08 04/09/09 68)51 0029 002 

•••• PAYMENT TYPE • •• • DELAY RENTAL ••• • 

TO BE CREDITED TO ADDITIONAL TEXT 

ST TX OWND. ~ 

RECORD II PAGE 62 
PROqPECT DELAWARE BASIN l 
COUNTY/PARISH CULBERSCN 
TRACT NO 20046 
LEGAL DESCRl PT ION 
CULBERSON COUNTY, TEXAS BLOCK 61 T2 
T,P RR CO SURVEY SBC. 101 S/2 SEC. 
16 1 ALL BBING 1,042.50 AC'R&S MORI OR 
LESS , 

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

ENTRY 

STATE TX 

PAYMENT AMOUNT 

BANK SERVICE CHG 

TOTAL AMOUNT 

\~ 

Page 1 of 1 

AMOUNT 

$3,257.8 

) , 257 82 

0 00 

),257 82 

\ 



I! 
hie Nu /(J_E_ /055~ 
--~ ~~AL PAYMENT __ _ 

Date l"ded - U -/£~ 
/crn E P I r lin ·r 

Hy ___ -~K:DA A~~!:?~o~· 



I CHESAPEAKE OPERATING, INC v PO BOX 18496 OKLAHOMA CITY, OK 73154 , ~. 
. LEASE OBLIGATION DEPOSIT RECEIPT Q 9 Q 118 5 7 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $1 30.32 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

4/23/2009 TO 4/2312010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Oesc 52, BLK 61, T·2 T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Oesc ALL OF SEC 16, BLK 61 , T-2. T&P RR SVY 

PAYMENT RENTAL 
LEASE NUMBER TX0011607.Q02 LEASE DATE 4123/2005 
RECORDED BOOK 88 PAGE 35 ENTRY NUMBER 58948 

PROSPECT: VAN HORN 
COUNTY /PARISH CULBERSON 

FOR CREDIT OF 

017397 

-----

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS SUITE 600 
AUSTIN TX 78701 

Acct 
RENTAL PYMT FOR YR 5 

PLEASE SIGN 
AND RETURN 

IMPORTANT 

The attached Check II for the peraon(1) named above Plcuo date, ,gn 
and return the attached rece,pts on the day you recoo,a 11 If directed to 
a bank, plaue deposit the amount to the credit lo th pcrson(s) named 
above and data. 1,gn and return the r_,pt on the day you rocorva It If 
corrupondance reqwed, please make rafo,enc. to loMe number 

Date Rece1vea ___________ --1 

Sign Here_t#-'---------------1 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

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

. .. . . .... . .. . . .... 
STATE TX 
AMOUNT 

i:32 

130 32 

000 

130 32 

45424 



,CHESAPEAKE OPERATING, INy PO BOX 18496 OKu\HOMA CITY. OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT Q 9 Q 11 8 6 Q 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $1 30.32 DOLu\RS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

41912009 TO 4/912010 COVERING LESSOR'S INTEREST IN u\ND DESCRIBED AS· 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2, SEC 10, BLK 61 , T-2 T&P RR CO SVY 
Survey T&P RR Block/Suffix 61 Township 2 Sed1on 16 Short Desc ALL OF SEC 16, BLK 61 , T-2, T&P RR CO SVY 

PAYMENT RENTAL 

LEASE NUMBER TX001 1607-005 LEASE DATE 419/2005 

'I RECORDED BOOK 88 PAGE _6_2 ___ E_NTRY NUMBER s_89_s_1 __ _ 

PROSPECT VAN HORN 

COUNTY/PARISH CULBERSON 

FOR CREDIT OF 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

Acct 

RENTAL PYMT FOR YR 5 

PLEAS Sl 1GN 
AND RETURN 

IMPORTANT 

The anached check II for the peraon(s) named above Ploase dato, sign 
Date Received_~- ----- ------, and ratum the attached receipts on Iha day you rllOCIVa 11 If directed to 

a benk, please depo!llt the emount to the credit lo thO porson(a) named 
above and data. 11gn and return the receipt on the day you recolvo 11 If 
correspondence required, plaaae make relorenco to lo number 

Sign Here _____________ _ 

By _____________________ ---l 

Subtotal 

BANK SEAVlCE 
CHARGES 

Grand Total 

Check No. 

• . . .. . . 
. . 

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

STATE TX 

AMOUNT 

\:032 

\ta 

130 32 

000 

130 32 

45430 



GHESAPEAKE OPERATING, INC.V PO BOX 18496 OKLAHOMA CITY, OK 73154 

• 
LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

09011862 
TENDERED TO 

THE SUM OF $52.13 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 

IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 
4/27/2009 TO 4/2112010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS· 

Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2 SEC 10, BLK 61 T-2. T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc ALL OF SEC 16, BLK 61 , T-2, T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011607-007 

RECORDED BOOK 88 PAGE 806 

FOR CREDIT OF" 

017397 

LEASE DATE 4127t2oo5 

ENTRY NUMBER 59288 
------

PROSPECT VAN HORN 
COUNTY/PARISHCULBERSON 

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

• 

. . . . . . 
•••• . . . . . . .... 

STATE TX 

AMOUNT 

COMMISSIONER OF THE GENERAL LAND 
OFFIC[ OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN TX 78701 

Acct 

RENTAL PYMT FOR YR 5 
L 213 

IMPORTANT 

The attached check II lof the peBOO(a) namod above Please date IOIQn 
and return the attached race1pt1 on the day you receive 11 If directed to 

I a bank please depoalt the amount to Iha credit lo the person(a) namoo 
above and data, 1,gn and return Iha rece,pt on the day you recolve n If 
correspondence required, please make reference to lease number 

PLEASE SIGN 
AND RETURN 

Subtotal 

BANK SERVICE 
CHARGE$ 

Grand Total 

Check No 

{ 

52 13 

0 00 

52.13 

45434 



,.. 
. CHESAPEAKE OPERATING, INC vPO BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 
09011867 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $52.13 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

4/27/2009 TO • 12112010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Sectton 10 Short Desc 52 OF SEC 10 BLK 61 , T 2. T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc ALL OF SEC 16, BLK 61 T-2. T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011607-012 

RECORDED: BOOK 90 PAGE 4o 
LEASE DATE. 412712005 

ENTRY NUMBER. 59644 

Q 

------
FOR CREDIT OF 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS. SUITE 600 
AUSTIN, TX 78701 

PROSPECT VAN HORN 

COUNTY/PARISH CULBERSON 

Acct 

4TH ANNIV DELAY RENTAL 

PLEASE SIGN 
AND RET 

---

IMPORTANT 
Subtotal 

Date Rece,ve~d,------------1 =6frce The attached check " for the person(,) named above P1easo date ...gn 
and retum the attached rec ,pts on the day you receive 1t If directed 10 
a bank. please depos,t the amount to tne credit lo lhO pcrson(e) named 
above and date. stgn and retum the receipt on the day you recetVt 11 If 
corr pondence required. pl911$t make reftlfenc:e to lease number 

Sign Here ____________ --4 

By ---------------1 

Grand Total 

Check No 

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

• • •••• ... . . . 
•••• 

STATE TX 

AMOUNT 

52.13 

000 

52 13 

45445 



CHE$APEAKE OPERATING, INC\/ P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

090.L1856 
TENDERED TO 

THE SUM OF $16.29 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 

IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

"4/19/2009 TO 4/1912010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2, SEC 10, BLK 61 , T-2 T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc- ALL OF SEC 16 BLK 61 , T-2 T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011607-001 

RECORDED: BOOK 88 PAGE 26 

FOR CREDIT OF 

017397 

LEASE DATE. 411 912005 

ENTRY NUMBER: 58947 

PROSPECT VAN HORN 

COUNTY/PARISH CULBERSON 

. . . . . . . . 

. . . . 
•• •• 

• • ...... 
• 

.... 
• •••• . . . 

• • .... 
STATE TX 

AMOUNT 

COMMISSIONER OF THC GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

Acct 

RENTAL PYMT FOR 4TH A NNIV t-1629 

LEA E SIGN 
AN 1D RETURN 

IMPORTANT 

The ettached check Is for the person(a) named above Please date, ...gn 
end retum the attached receipts on the day you rlCefll 11 If d roctod to 
a bank, please deposit the amount to the credot lo the porson(a) namod 
ebove end date,, algn and return the receipt on tne day you receive It II 
correspondence required, please m11ke reference to loose numbel: 

Sign Here ! ........ ___________ _ 

By.b-1,J 
TIIJe 

Subtotal 

BANK SFR\IICE 
CHARGES 

Grand Total 

Check No 

16 29 

0 00 

16 29 

45422 



',:;HESAPEAKE OPERATING, INC v PO BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

09011858 
TENDERED TO 

THE SUM OF S16.29 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

4/1212009 TO 4/1212010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2, SEC 10, BLK 61 , T-2, T&P RR CO SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc ALL OF SEC 16, VLK 61 , T-2, T&P RR SVY 

r-
PAYMENT RENTAL 

LEASE NUMBER TX0011607-003 LEASE DATE 4/1212005 PROSPECT VAN HORN 

RECORDED. BOOK 88 PAGE 44 ENTRY NUMBER 58949 COUNTY/PARISH CULBERSON 

• . . . . . . 
• • . . . .. .. . . ...... . 
•••• . . .... . . . . . . 
"'• .. 

STATE TX ---------- -----
FOR CREDIT OF 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPI !EN F AUSTIN BUILDING 
1700 NORTH CONGRESS SUITE 600 
AUSTIN, TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT 

Acct 

RENTAL PYMT FOR YR 5 

Subtotal 

The attached Check 11 for \he peraon(a) named above Pl ase da111, ,gn 
and return the attached receipts on the day you recot\l ,1 If dlrectod to 
I bank, please dapos,1 the amount 10 the cied11 fo the person(e) named 
above and data. aign and return the rece,pt on the day you recolv ,t If 
corraapondanca required, please make raforance to lease numbor 

Date Rece,ved_--''------------1 ~&f~E 
Sign Here _____________ _ Grand Total 

B Check No y ______________ ----1 

AMOUNT 

~ 629 

16 29 

000 

16 29 

45426 



.CHESAPEAKE OPERATING, INCV P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

09011859 
WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $10.86 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 

IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 
4/19/2009 TO 4/1912010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS. 

Survey T&P RR Block/Suffix 61 Township 2 Sed1on 10 Short Desc 52 OF SEC 10. BLK 61 , T-2. T&P RR SVY 
Survey T&PRR Block/Suffix 61 Township 2 Section 16 ShortDesc ALLOFSEC16,BLK61 , T-2, T&PRRSVY 

PAYMENT RENTAL 

LEASE NUMBER TX00115o7-004 LEASE DATE 4119l200S 

RECORDED. BOOK 88 PAGE 53 ENTRY NUMBER. 58950 

c, 

PROSPECT VAN HORN 

COUNTY/PARISHCULBERSON 

. 
• • .... 
. . . 

. . ...... . 
.... . . .... 

• . . . .... 

STATE TX ------- ---
FOR CREDIT OF 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

Acct 
RENTAL PYMT FOR YR 5 

PLEASE SIGN 
AND RETURN 

IMPORTANT 

The attached check II for the person(a) named above Please date, ign 
and return the attached rece1p1S on the day you recerve It II dorected to 
a bank, please dlpoa,t lhl amount to the cred,t lo the porson(&I llMl8d 
ebollt and date. sign and return the rKetpt on the day you recclY(l 11 II 
correspondence required, please make reference to loase number 

Date Rece1vod~' -----------~ 
Sign Here _____________ _ 

By -------------------1 
Tiiie 

Subtotal 

BANK SERVICE 
CHARGE$ 

Grand Total 

Check No. 

AMOUNT 

I 
c 

10 86 

10 86 

000 

10 86 

45428 



~ PEAKE OPERATING, INC -,!': BOX 18496 OKLAHOMA CITY. OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

09011864 
WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LANO 

TENDERED TO 

THE SUM OF $10.86 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TEAMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

411912009 TO 411912010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2 OF SEC 10, BLK 61, T-2 T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc ALL OF SEC 16, BLK 61, T-2. T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011607-009 

RECORDED. BOOK 88 PAGE 824 
LEASE DATE 411912005 

ENTRY NUMBER· 59290 

PROSPECT VAN HORN 

COUNTY/PARISH CULBERSON 

FOR CREDIT OF 

017397 
Acct 

COMMISSIONER OF THE GENERAL LANO 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 4TH ANNIV DELAY RENTAL 
1700 NORTH CONGRESS. SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

PLEASE SIGN 
AND RETURN 

The attached check la for the pe110rt(s) named above Please date, s,gn 
and return the attached rece,pll on the day you recolve II If d reeled to 
a bank. pteasa depo111 the amount to tha oradot lo Iha porson(s) namod 
above and data. sign and return the receipt on the day you recch,a It If 
correspondence required, please make reference to lease numbof 

Sign Here,. ____________ ~ 

By ~--------------1 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

STATE TX 

AMOUNT 

\ 1086 

y 

10 86 

000 

10 86 

45439 



Cl-'":SAPEAKE OPERATING, INCy P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 09011861 
WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 
TENDERED TO 

THE SUM OF $8.15 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

4/24/2009 TO 4/24/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS. 
Survey T&P RR Block/Suffix 61 Township. 2 Section 10 Short Desc 52, SEC 10, BLK 61 , T-2, T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township. 2 Section 16 Short Desc ALL OF SEC 16,BLK 61,T-2,T&P RR SVY 

PAYMENT RENTAL 
LEASE NUMBER TX0011607-006 
RECORDED: BOOK 88 PAGE 797 

LEASE DATE. 412412005 

ENTRY NUMBER 59287 
PROSPECT: VAN HORN 
COUNTY/PARISHCULBERSON 

FOR CREDIT OF: 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

Acct 

RENTAL PYMT FOR YR 5 

PLEASE SIGN 
AND RETURN 

The anached check la for the peraon(a) named above P1ealle date. Sign 
and return the attached receipts on the day you racerve It If directed to 
a bank, please deposit the amount to the credit lo the person(&) named 
above and date, sign and return the race,pt on the day you receive It If 
correspondence required. please make reference to lease number 

Date Rece1ved ___________ ----1 

Sign Here _____________ _ 

By ______________ ----1 

Tiiie 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

• • . . . 
• • • • 

• . . 
• • • . . ...... 
• 

.... 
• • .... . . . 
• • • .... 

STATE TX 
AMOUNT 

+:15 

815 

000 

8 15 

45432 



J,HES~PEAKE OPERATING, I~ P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

09011863 
TENDERED TO 

THE SUM OF $8.15 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

4/3012009 TO 4/30/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2 OF SEC 10, BLK 61 , T-2. T&P RRY SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc ALL OF SEC 16.BLK 61 ,T-2,T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011607-008 

RECORDED BOOK 88 PAGE 815 
LEASE DATE 413ot2oo5 

ENTRY NUMBER 59289 
PROSPECT VAN HORN 

COUNTY/PARISH CULBERSON 

FOR CREDIT OF 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

The attached check II 10< the peraon(a) named above PleMe doh,, ...gn 
end return the attached recelpta on the day you reoo1ve 11 If d1rectod to 
I bank, please deposit Iha amount to the cred,t lo the porson(s) named 
above and date. a,gn and rttum the rece,pt on the day you receive It If 
correspondence required. pleaae make relerence to lease numbof 

-----

Acct 
4TH ANNIVERSARY DELAY RENTAL 

PLEASE SIGN 
AND RETURN 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

. . . . . . . . 
. . . . . 
•• •• 

• • ······ . 
.... 

• • .... . .. . . . .... 
STATE TX 

AMOUNT 

8 15 

000 

8 15 

45437 



~HESAPEAKE OPERATING, INCy P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

., LEASE OBLIGATION DEPOSIT RECEIPT 

09011866 
WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $8.15 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

413012009 TO 4/3012010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS. 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2,SEC 10.BLK 61 ,T&P RR CO SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc SEC 16, BLK 61 , T&P RR CO SVY 

PAYMENT RENTAL 

LEASE NUMBER TXOOl 1607-011 

RECORDED: BOOK 88 PAGE 842 

LEASE DATE 413ot2oo5 

ENTRY NUMBER 59292 
PROSPECT VAN HORN 

COUNTY/PARISH CULBERSON 

FOR CREDIT OF 

017397 
Aa;;t 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 4TH ANNIV DELAY RENTAL 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT 

The attached check la IOf the ~n(I) named above Please date. l>!Yn 
and return the attached receipts on u,e day you reooivo rt If directed to 
a bank, please depos,t the amount to the credit lo tha poraon(s) named 
above and data, a,gn and return the receipt on the day you rooetvo It II 

Date Rece1veo _________ __ _ 

correspondence required, please make rafa,llflCO to I number 
Sign Here*' --------------i 

By ..,. 
Title 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No 

.... . . . . .... . . .... 
• 

• ······ • • 
•••• . . . . 

• 
• • • • . . . 

STATE TX 

AMOUNT 

• • 

L 815 

I 

815 

0 00 

8 15 

454-43 



._';HE~APEAKE OPERATING, INC. y'P.0. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

09011868 
WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 
TENDERED TO 

THE SUM OF $8.15 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

4t3ot2ooe TO 413012010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2, SEC 10, BLK 61, T-2 T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc ALL OF SEC 16, BLK 61, T-2, T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011607--013 

RECORDED· BOOK 9o PAGE 67 
LEASE DATE 4 3or2oo5 

ENTRY NUMBER 59647~~.J 

PROSPECT VAN HORN 

COUNTY/PARISH CULBrRSON 

FOR CREDIT OF 

017397 
Acct 

COMMISSIONER OF THE GENERAL LA.ND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 4TH ANNIV DELJI.Y RENTAL 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

PLEASE fGN 
AND RETURN 

IMPORTANT 

The attached Check la tor the person(1) named above Please date. ,gn 
and return the attached receipts on the day you receive It If directed to 
a bank, plaase depos,1 Iha amount 10 the credit lo the person(s) named 
above and date, 11gn and return the receipt on the day you receive 11 II 
correspondence required , pl- make reference 10 loose number 

Tiile 

Subtolal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

. . . . .. . . 
. . 

• • • 
• • ...... . 
. . . . 

• • .... 
• • • . . . 

STATE TX 

AMOUNT 

.... 

815 

000 

8 15 

45447 



- C~ESAPEAKE OPERATING, INO. PO BOX 18496 OKLAHOMA CITY. OK 73154 
,,r ~ 

LEASE OBLIGATION DEPOSIT RECEIPT 09011865 
WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF ss.43 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

4/30/2009 TO 413012010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 
Survey T&P RR Block/Suffix 61 Township 2 Section 10 Short Desc S2,SEC 10,BLK 61,T-2,T&P RR SVY 
Survey T&P RR Block/Suffix 61 Township 2 Section 16 Short Desc ALL OF SEC 16,BLK 61,T-2,T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011607-010 

RECORDED BOOK 88 PAGE 833 

LEASE DATE 41J012005 

ENTRY NUMBER 59291 
PROSPECT· VAN HORN 

COUNTY/PARISH CULBERSON 

FOR CREDIT OF-

017397 
Acc1 

COMMISSIONER OF THE GENERAL LANO 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 4TH ANNIV DELAY RENTAL 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT 

The attached check Is lor lhe person(s) named above Please dale, 1>1gn 
and return the anached rece,pts on lhe day you rooofvo ll II directed to 
a bank, pl81$8 depos t Iha amount to Iha cred,t lo tho person(s) named 
above and date, 1ign and return the ,-pt on lhe day you rocOIVtl 1t If 
oorrespondenc. required. pl- make reference to lcrule number 

Tlle 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

. .. . . 
. . . . .. .. . . ...... . 

• • • • .... . .. . . .... 

STATE TX 

AMOUNT 

5 43 

5 43 

000 

5.43 

45441 



• • • • • •••• 
• 

• • • • • •••• 
• • •••••• • 
~ 

•••• • • •••• .. . • • • •••• 

(d. . 

File No. --11~Q.,_"5~'5ce:~:..,'5,,__ ____ _ 

RENTAL PAYMENT 

Date Filed, _..,.03'-"-'-'l3ul-1./_.,o'-"l.----­
Jerry E. ~on, Commissioner 

Ry ___ _.;.::._ __ ~~~~~ 




