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UNITED STATES BANKRUPTCY COURT Northern District of Texas v} PROOF OF CLAIM
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Petro-Hunt, L.L.C. for its own account and on behalf of OXY USA, Inc. and Placid Oil Company
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White Law Firm

P.O. Box 2246
JuL 28 2010
BMC GROUP
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION

IN RE: §
§

TRIDIMENSION ENERGY, L.P., et al. $ Chapter 11
§

Debtors. § Case No. 10-33565-SGJ

§
§ (Jointly Administered)
§

ADDENDUM TO PROOF OF CLAIM OF
PETRO HUNT, L.L.C., FOR ITS OWN ACCOUNT, AND
ON BEHALF OF OXY USA, INC. AND PLACID OIL COMPANY

Petro-Hunt, L.L.C. files this claim for its own account and on behalf of OXY USA, Inc.
and Placid Oil Company as unsecured creditors as described herein.

1. Amount of Claim

As of the petition date, Axis Onshore, L.P., Ram Drilling, L.L.C., TDE Property
Holdings, L.P and/or their related bankrupt entities which are procedurally consolidated in the
TriDimension Energy, L.P., et al, Case No. 10-33565 (collectively the “Consolidated Debtors”)
owe Petro-Hunt, L.L.C. at least $145,597.84. The total amount of the claim of Petro-Hunt,
L.L.C., OXY USA, Inc., and Placid Oil Company has not yet been liquidated.

2. Claimants

Petro-Hunt, L.L.C. is mineral owner, and lessor, of certain property in Catahoula Parish,
Louisiana as successor in interest to Placid Oil Company by virtue of a 1998 Mineral Deed from
Placid Oil Company and OXY USA, Inc. to Petro-Hunt, L.L.C. Pursuant to said 1998 Mineral
Deed, Petro-Hunt, L.L.C. agreed to indemnify Placid Oil Company and OXY USA, Inc. for
claims arising subsequent to said deed. Petro-Hunt, L.L.C. files this claim for its own account
and on behalf of OXY USA, Inc. and Placid Oil Company.

3. Basis of Claim
This claim is for the enforcement of specific and implied contractual and legal

obligations; restoration of environmental damage; specific performance; indemnity; contribution;
attorney’s fees and court costs, more specifically detailed below and in the attachments hereto.

Axis Onshore, L.P., Ram Drilling, L.L.C., TDE Property Holdings, L.P and/or their
related bankrupt entities which are procedurally consolidated in the TriDimension Energy, L.P.,
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et al, Case No. 10-33565, are lessees and/or operate oil and gas wells and saltwater injection
disposal wells on mineral servitudes owned by Petro-Hunt, L.L.C. pursuant to the Oil, Gas &
Mineral Leases, Farmouts, Saltwater Disposal Agreements, and Assignments attached hereto as
C 1-10, as well as other agreements and contracts which may exist.

Petro-Hunt, LL.C., OXY USA, Inc., and Placid Oil Company have been made
defendants in a claim for environmental damages in the suit filed by the surface landowners
entitled Agri-South Group, L.L.C., et al. v. Exxon Mobil Corporation, et al.; Suit No. 24,132,
pending in the 7th Judicial District Court, Parish of Catahoula. Petro-Hunt, L.L.C. has filed a
third-party demand against Axis Onshore, L.P therein.

Pursuant to the contracts attached to this claim and other agreements and contracts which
may exist, Axis Onshore, L.P., Ram Drilling, L.L.C., TDE Property Holdings, L.P and/or their
related bankrupt entities which are procedurally consolidated in the TriDimension Energy, L.P.,
et al, Case No. 10-33565, have agreed to or have assumed the obligations of their predecessors
under such contracts to protect, indemnify, and hold harmless, Petro-Hunt, L.L.C., Placid Oil
Company and OXY USA, Inc., free and clear from all liens, claims, demands, actions and causes
of action of whatever nature, including but not limited to environmental claims, with all related
costs and attorneys fees, arising out of operations conducted on the leased premises or acreage
pooled therewith.

Pursuant to the contracts attached to this claim and other agreements and contracts which
may exist, Axis Onshore, L.P., Ram Drilling, L.L.C., TDE Property Holdings, L.P and/or their
related bankrupt entities which are procedurally consolidated in the TriDimension Energy, L.P.,
et al, Case No. 10-33565, have agreed to or have assumed the obligations of their predecessors
under such contracts to plug and abandon wells and restore the surface to substantially the same
condition as it was before the commencement of operations and to comply with all laws,
regulations, ordinances and permits, and restoration obligations pursuant to Louisiana Statewide
Order 29-B.

Additionally, pursuant to the Louisiana Civil Code, the Louisiana Mineral Code, and
other applicable laws, including but not limited to La. R.S. 30:29 and 30:2015.1, Axis Onshore,
L.P., Ram Drilling, LL.C., TDE Property Holdings, L.P and/or their related bankrupt entities
which are procedurally consolidated in the TriDimension Energy, L.P., et al, Case No. 10-33565,
who, personally, or through third parties authorized by them, drilled, constructed, operated or
abandoned wells or other facilities owe indemnity and/or contribution to Petro-Hunt and its
predecessors in interest Placid Oil Company and OXY USA, Inc. in the full amount of their
responsibility to the Agri-South Plaintiffs.

Axis Onshore, L.P., Ram Drilling, L.L.C., TDE Property Holdings, L.P., and/or their
related bankrupt entities owe Petro-Hunt, L.L.C. $146,085.34 in attorneys fees and costs
expended through May 31, 2010 by Petro-Hunt, L.L.C. in defense of the claim for environmental
damages against Petro-Hunt, LL.C., OXY USA, Inc., and Placid Oil Company in the suit
entitled Agri-South Group, L.L.C., et al. v. Exxon Mobil Corporation, et al.; Suit No. 24,132,
pending in the 7th Judicial District Court, Parish of Catahoula. Petro-Hunt, L.L.C. continues to
incur attorneys fees and costs in its defense of this matter.
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No judgment has been entered on this claim.

None of the Consolidated Debtors have made any payments on this claim prior to the

petition date.

4. Attachments

A. Pleadings in Agri-South Group, L.L.C., et al. v. Exxon Mobil Corporation, et al.;
Suit No. 24,132, 7th Judicial District Court, Parish of Catahoula

1.
2.

4.

Petition for Damages dated June 15, 2006

First Supplemental and Amended Petition for Damages and Declaratory
Relief dated July 21, 2006

Second Supplemental and Amended Petition for Damages and Declaratory
Relief dated January 11, 2007

Third Party Demand dated September 28, 2009

B. Amicable Demand Letter dated May 18, 2010 to Charles Minyard, Esq.

C. Oil, Gas & Mineral Leases, Farmouts, Saltwater Disposal Agreements and
Assignments:

1.

Oil and Gas Lease between Petro-Hunt, L.L.C. and Ram Drilling, L.L.C.
dated April 26, 2007, recorded in the records of Catahoula Parish at Book
240, Page 105

Oil and Gas Lease between Petro-Hunt, L.L.C. and Axis Onshore, L.P.
dated December 5, 2008, recorded in the records of Catahoula Parish at
Book 246, Page 120

Oil and Gas Lease between Placid Oil Company and Justiss Oil Company,
Inc. dated September 4, 1992 recorded in the records of Catahoula Parish
at Book 168, Page 299

Farmout between Placid Oil Company and El Toro dated May 4, 1989

Oil and Gas Lease between Placid Oil Company and El Toro dated June 4,
1990

Oil and Gas Lease between Placid Oil Company and El Toro dated June 4,
1991

Lease between Hunt Petroleum Corporation and Rosewood Resources,
Inc. and El Toro Oil Company dated July 1, 1990, recorded in the records
of Catahoula Parish at Book 157, Page 048.
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8. Saltwater Disposal Agreement between Placid Oil Company and El Toro
Production Co., Inc., dated June 3, 1991, recorded in the records of
Catahoula Parish as Book 161, Page 671.

9. Saltwater Disposal Agreement between Hunt Petroleum Corporation and
Rosewood Resources, Inc. and El Toro Production Co., Inc., dated March
6, 1991, recorded in the records of Catahoula Parish as Book 161, Page
674.

10.  Assignment of Interest in Oil and Gas Lease and Bill of Sale by Justiss Oil
Company, Inc. and Munoco Company L.C. to TDE Property Holdings,
L.P., dated August 12, 2008, recorded in the records of Catahoula Parish
at Book 244, Page 140.

D. Itemization of Attorneys Fees and Costs expended by Petro-Hunt, L.L.C. through
May 21,2010

S. Reservation of Rights

Claimants reserve the right to amend and/or supplement this Proof of Claim. This Proof
of Claim and Addendum may not include or reference all relevant documents and is not intended
to be either exhaustive or limiting.

Claimants reserve their right to supplement this Proof of Claim with additional
documents in the event that such documents become available.

In addition to the claims set out herein, claimants reserve their right to amend, if
necessary and assert any and all other and additional claims they may have against any or all of
the Consolidated Debtors or any other legal or equitable remedies to which claimants may be
entitled. The filing of this claim is not to be construed as an election of remedies.

This Proof of Claim is made without prejudice to the rights of claimants to other
indebtedness, obligations or liability of any or all of the Consolidated Debtors to any or all of the
claimants.

Filing of this Proof of Claim is not and shall not be deemed or construed as: (a) a waiver
or release of claimants’ rights against any other person, entity, or property; (b) a consent by
claimants’ to the jurisdiction of this Court or any other court with respect to proceedings, if any,
commenced in any case against or otherwise involving claimants; (c) a waiver or release of
claimants’ right to trial by jury in this Court or any other court in any proceeding as to any and
all matters so triable herein, whether or not the same be designated legal or private rights or in
any case, controversy or proceedings related hereto, notwithstanding the designation or not of
such matters as “core proceedings” pursuant to 28 U.S.C. § 157(b)(2), and whether such jury
trial right is pursuant to statute or the United States Constitution; (d) a consent by claimants to a
jury trial in this Court or any other court in any proceeding as to any and all matters so triable
herein or in any case, controversy or proceeding, related hereto, pursuant to 28 U.S.C. § 157(e)
or otherwise; (e) a waiver or release of claimants’ right to have any and all final orders in any
and all non-core matters or proceedings entered only after de novo judicial review by a United
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States District Court Judge; (f) a waiver of the right to move to withdraw the reference with
respect to the subject matter of this Proof of Claim, any objection thereto or other proceeding
with may be commenced in this case against or otherwise involving claimants; or (g) a waiver or
release of any past, present, or future defaults or events of default.
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RECEIVEC AND FILED
JANET T.PAYNRE
CLERX OF COURT

0 JUN IS P 2 5u
}

. __GLERK
TAROUL A PAF(ISH@
STATE OF LOUISIANA

SUIT NO. 24,\32 DIVISION [ »

AGRI-SOUTH GROUP, LLC, DELTA ASSETS OF NORTH CAROLINA, LLC,
KING BROTHERS' LAND COMPANY, PLUGG ROAD, LLC,
MARGARETTE S. LAUGHINGHOUSE, J. FRED WEBB,

NELLIE W. WEBB, C.C. ABBITT FARMS, LLC,
ROANOKE-TAR COTTON, INC. AND J&J COMMODITIES, LLC

SEVENTH JUDICIAL DISTRICT COURT

V)
By

PARISH OF CATAHOULA

VERSUS

EXXON MOBIL CORPORATION, BOBCAW COMPANY, PLACID OIL COMPANY
TRADE EXPLORATION CORPORATION, JACQUE OIL & GAS LIMITED,
PAWARON CORPORATION, BRYAN C. WAGNER, ALLISON WAGNER,

DUER WAGNER, lil, JAMES D. FINLEY, CHARLOTTE FINLEY,
DENNIS D. CORKRAN, PEGGY J. CORKRAN, H.E. PATTERSON,
JEAN W. PATTERSON, DAVID JOHN ANDREWS, GYSLE SHELLUM,
SANDRA SHELLUM, AND TENSAS DELTA EXPLORATION COMPANY

PETITION FOR DAMAGES

NOW INTO COURT, through undersigned counse!, comes plaintiffs, Agri-South
Group, LLC, Delta Assets of North Carolina, LLC, King Brothers’ Land Company, Plugg
Road, LLC, Margarette S. Laughinghouse, J. Fred Webb, Nellie W. Webb, C.C. Abbitt
Farms, LLC, Roanoke-Tar Cotton, Inc., and J&J Commodities, LLC all of whom respectfully
file this Petition for Darﬁa‘ges, upon representing as follows:

PARTIES
1.

A. Plaintiff, Agri-South Group,LLC, is a North Carolina limited liability company
qualified and doing business in the State of Louisiana.

B. Plaintiff, Delta Assets of North Carolina, LLC, is a North Carolina limited liabiiity
company, qualified and doing business in the State of Louisiana.

C. Plaintiff, King Brothers' Land Cd., aNorth Carolina general partnership qualified and
doing business in the State of Louisiana.

D. Plaintiff, Plugg Road, LLC, is a North Carolina limited liability company qualified and
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doing business in the State of Louisiana.
Plaintiff, Margarette S. Laughinghouse, is a single woman of the full age of majority
domiciled in Pantego, county North Carolina.
Plaintiffs, J. Fred Webb and Nellie W. Webb, are husband and wife both of the full
age of majority, domiciled in Pitt County, North Carolina.
Plaintiff, C.C. Abbitt Farms, LLC, is a North Carolina limited liability company
qualified and doing business in the State of Louisiana.
Plaintiff, Roanoke-Tar Cotton, Inc., is a North Carolina corporation qualified and
doing business in the State of Louisiana.
Plainitff, J&J Commodities, LLC, is a North Carolina limited liability company,
qualified and doing business in the State of Louisiana

2.
Defendant, Exxon Mobil Corporation is a business corporation organized under the
laws of New Jersey. Exxon Mobil Corporation is sued herein as the successor in
mineral ownership interest from Humble Oil and Refining Corp which received its
mineral ownership interest from Louisiana Delta Corporation.
Defendant, Trade Exploration Corp., is a business corporation organized under the
laws of Delaware qualified and doing business in the State of Louisiana, are being
sued as a mineral interest owner.
Defendants, Bryan C. Wagner and Allison Wagner, husband and wife, persons of
full age of majority, domiciled in Fort Worth, Texas are being sued as mineral
interest owners.
Defendant, Duer Wagner, lll a single man, a person of the full age of majority,
domiciled in Fort Worth, Texas, is being sued as mineral interest owners.
Defendants, James D. Finley and Charlotte Finely, husband and wife, persons of
the full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral
interest owners.
Defendants, Dennis D. Corkran and Peggy J. Corkran, husband and wife, persons
of the full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral

interest owners.

Defendants, H.E. Patterson and Jean W. Patterson, husband and wife, persons of
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the full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral

interest owners.

H. Defendant, David John Andrews, a single man of the full age of majority, domiciled
in Fort Worth, Texas, is being sued as mineral interest owners.

l. Defendants, Gysle Shellum and Sandra Shellum, husband and wife, persons of the
full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral
interest owners.

J. Defendant, Jacque Oil and Gas Limited, a Texas limited partnership, domiciled in
Fort Worth, Texas, is being sued as mineral interest owners.

K. Defendant, Tensas Delta Exploration Company, LLC is a Delaware Corporation
qualified and doing business in the State of Louisiana, previously known as
Wheless Industries,Iinc., and Tensas Delta Land Company, sued as a mineral
interest owner.

L. Defendant, Parawon Corporation, is a business corporation organized under the
laws of Alabama, qualified and doing business in the State of Louisiana, sued as
a mineral interest owner.

M. Defendant, Bodcaw Company, is a business corporation organized under the laws
of Delaware qualified and doing business in the State of Louisiana sued as a foreign
mineral interest owner.

N. Defendant, Placid Oil Company, is a business corporation organized under the laws
of Delaware qualified and doing business in the State of Louisiana sued as a
mineral owner.

JURISDICTION
3.

This Court has the legal power to hear and determine this matter, pursuant to
Louisiana Constitution Article V § 16. Furthermore, this Court has personal jurisdiction
over the defendants named herein since they are subject to citation issued by this court

- and service of process, and because they are domiciled, presentin, and/or doing business

in the State of Louisiana.



Case 10-33568-sgj11 Claim 3-1 Part 3 . Filed 07/28/10 Desc Exhibit A1  Page 4 of

20

VENUE
4.

Venue is appropriate in this Court, because the nuisance, trespass, offenses, and/or

quasi offenses and/or statutory offenses occurred in Catahoula Parish and Avoyelles

Parish. The damages were sustained in Catahoula Parish and Avoyelles Parish, and the

immovable property that is the subject of these proceedings is located in Catahoula Parish

and Avoyelles Parish. L.S.A.-C.C.P. Articles 74,76.1 and 80.

GENERAL ALLEGATIONS
5.

Plaintiffs, are the owners of certain immovable property located in Catahoula and

Avoyelles Parish. This property consists of approximately 29,000 acres in total as more

fully shown on the two plats attached here to as Exhibits “A” and “B". Plaintiffs purchased

this immovable property by the following deeds, to-wit;

A

By deed dated May 25, 2004, recorded May-25, 2004, at Conveyance Book 505,
page 844 of the records of Avoyelles Parish, Morrison Ventures conveyed a portion
of the lands that are the subject of these proceedings to Delta Assets of North
Carolina, LLC.

By deed dated October 7, 2005, recorded October 14, 2005, at Conveyance Book
527, page 150, the records of Avoyelles Parish, Delta Assets of North Carolina, LLC
conveyed a portion of the lands it had acquired from Morrison Ventures as above
set forth to Margarette S. Laughinghouse. |

By deed dated October 7, 2004, recorded October 14, 2004, at Conveyance Book
512, page 516, of the records of Avoyelles Parish, Delta Assets of North Carolina,
LLC conveyed a portion of the lands it had acquired from Morrison Ventures as
above set forth to J. Fred Webb and Nellie W. Webb.

By deed dated October 13, 2005, recorded October 14, 2305 at Conveyance Book
527, page 159, of the records of Avoyelles Parish, Délta A;sets of North Carolina,
LLC conveyed a portion of the lands it had acquired from Morrison Ventures as
above set forth to King Brothers’ Land Co.

By deed dated May 25, 2004, recorded May 25, 2004, at Conveyance Book 224,

page 731 of the records of Catahoula Parish, Morrison Ventures conveyed a portion
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of the lands that are the subject of these proceedings to Agri-South Group, LLC.

F. By deed dated August 29, 2005, recorded September 8, 2005, at Conveyance Book
258, page 342, of the records of Catahoula Parish, Agri-South Group, LLC
conveyed a portion of the lands it had acquired from Morrison Ventures as above
set forth to Plugg Road, LLC.

G. By deed dated January 25, 2005, recorded January 27, 2005, at Conveyance Book
225, page 190, and supplemented by Act dated April 13, 2005, recorded May 23,
2005, at Conveyance Book 226, page of the records of Catahoula Parish, Agri-
South Group, LLC conveyed a portion of the lands it had acquired from Morrison
Ventures as above set forth to King Brothers' Land, Co.

H. By Deed dated November 17, 2005, recorded November 30, 2005, at Conveyance
Book 229, page 213, of the records of Catahoula Parish, Kenneth Morrison Trust
No. 2 conveyed a portion of the lands that are the subject of these proceedings to
Roancke-Tar Cotton, Inc.

. By Deed dated November 17, 2005, recorded November 30, 2005, at Conveyance
Book 229, page 209, of the records of Catahoula Parish, Kenneth Morrison Trust
No.2, conveyed a portion of the lands that are the subject of these proceedings to
C.C. Abbitt Farms, LLC.

J. By Deed dated November 17, 2005, recorded November 30, 2005, at Conveyance
Book 229, page 218, of the records of Catahoula Parish, Kenneth Morrison Trust
No. 2, conveyed a portion of the lands that are the subject of these proceedings to
J&J Commodities, LLC.

6.

By mineral deed dated April 5, 1949, recorded May 2, 1949, at Oil and Gas Book

55, page 61 of the records of Catahoula Parish. Louisiana Delta Corporation conveyed one

half of its mineral rights to Tensas Delta Land Company said transfer, covering a portion

of the immovable property that is the subject of thesé proceédings (being a portion of the

approximately 38,000 acres). Tensas Delta Land Company was subsequently merged with

Wheless Industries, Inc. Wheless Industries, Inc. subsequently changed its name to

Tensas Delta Exploration Company, LLC.
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7.

Under deed dated September 24, 1958, recorded November 18, 1958, at
Conveyance Book 70, page 321, of the records of Catahoula Parish, Louisiana Delta
Corporation sold its ownership and reserved the remaining one-half full mineral ownership
interest over the immovable property (being a portion of the approximately 33,000 acres,
as above described). Said mineral interests were later acquired by Humble Oil & Refining
Corp, now Exxon Mobil Corporation. By “Assignment, Bill of Sale and Quit Claim” dated
December 15. 1994, recorded December 28, 1994, at Conveyance Book 179, page 652,
of the records of Catahoula Parish, Louisiana, Exxon Corporation "Exxon Mobil
Corporation” conveyed its interest in 1) oil and lease hold estates, 2) ownership interest in
certain specific units, wells and joint operating agreements, 3) associated surface rights,
and 4) material, equipment, and facilities thereon covering and applying to a portion of the
approximately 33,000 acre tract along with other tracts to Trade Exploration Corp., Bryan
Wagner, husband of Allison Wanger, Duer Wagner, lll single man and James D. Finley
husband of Charlotte Finley. By assignment conveyance and Bill of Sale dated February
1, 1996, recorded March 5, 1996, at Conveyance Book 185, page 712, of the records of
Catahoula Parish, Louisiana, Trade Exploration Corp., Bryan Wagner, Duer Wagner, Il
and James D. Finley, conveyed a portion of the interest acquired from Exxon Corporation
("Exxon Mobil Corporation”) to , Dennis D. Corkran, Peggy J. Corkran, H.E. Patterson,
Jean W. Patterson, David John Andrews, Gysle Shellum, and Sandra Shellum. By
Assignment, Conveyance and Bill of Sale dated October 18, 2001; recorded November 9,
2001, at Conveyance Book 211, page 301, of the records of Catahoula Parish, Louisiana,
Trade Exploration Corp., conveyed its remaining interest of the interest previously acquired
from Exxon Corporation (“Exxon Mobil Corporation”) to Jacque Oil and Gas Limited.

8.

By Deed dated October 5, 1563, filed October 7, 1563, at the Conveyance Book A-
204, page 508 of the re'cordsAo:.f A\;oyelles Parish, Louiéiéhé, Sam Broadhead conveyed
certain lands including the lands owned by plaintiffs in Avoyelles Parish to William R.
Easterling. Sam Broadhead under this Act of Conveyance reserved all minerals rights in
the lands conveyed. By Affidavit and Correction Deed dated September 5, 1964, filed

September 8, 1964, the parties to above described Act of Conveyance clarified the mineral
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interest retained by Sam Broadhead. By Transfer, Assignment, and Deed ivn Lieu' of
Foreclosure with Warranty dated November 27, 1991, filed December 6, 1991, at
Conveyance Book A-393, page 739 of the records of Avoyelles Parish, S. Norries
Broadhead, Martha Combest Broadhead, Samuel W. Broadhead, Jr. and The Pearl
Company, Inc., transfer the mineral previously reserved by Sam Broadhead to Parawon
Corporation.

9.

By Mineral Deed dated October 11, 1979, recorded October 18, 1979, at Mineral
Book 118, page 189, and by Mineral Deed dated October 11, 1979, recorded October 18,
1979, at Mineral Book 118, page 363, of the records of Catahoula Parish, Bodcaw
Company conveyed all of its oil, gas, other hydro carbons and all other minerals and
mineral substances whether on or under the surface including but not limited to coal,
lignite, uranium, sulphur, and salt to Placid Oil Company.

10.

By Act of Interruption of Prescription dated October 6, and October 7, 1980,
recorded October 8, 1980, at Oil and Gas Book 125, page 33 and by Act of Interruption of
Prescription dated October 6 and October 7, 1980, recorded October 8, 1980, in Oil and
Gas Book 125, page 36 of the records of Catahoula Parish, Bodcaw Company granted
an Interruption of Prescription in favor of Placid Oil Company.

1.

Except for a few isolated non-continuous tracts of small acreage, ali of the above
set out mineral interests have been maintained by oil and gas exploration and production
activities. Under numerous oil, gas and mineral leases granted by the mineral interest
owners, hundreds of oil and gas wells have been drilled and produced .on the immovable
property that is the subject of these proceedings.

12.

These producing oil and gas wells have been assigned and transferred by various

parties numerous times.
' 13,
Defendants,. Placid Oil Company, Tensas Delta Exploration Company, LLC

(formerly, known as Tensas Delta Land Company) and Humble Oil and Refining
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Corporation predecessors of Defendant, Exxon Mobil Corporation have operated oil and
gas wells on the immovable property that is the subject of these proceedings.
14.

Although many of these oil, gas and mineral leases and their attendant rights and
obligations may have been assigned and reassigned either wholly or partially to various
parties from time to time, the mineral owners have been the same since the dates above
described.

15.

The defendants and/or their lessees and assigns on their behalf have at various
times conducted oil and gas operations on the plaintiffs properties. These operations have
included the drilling of wells, the creation of pits for disposing of materials during drilling,
operation of the wells, and the erection of equipment, tanks, pipes, flow lines and concrete
pads. The operations have also included the work over and renovation of wells.
Numerous wells have been plugged and abandoned and otherwise declared to be dry
holes and abandoned, but there are active producing wells, active injection wells, shut in
productive wells with fgture utility, shut in dry holes but future utility wells and others
located on the property as shown by reference to the records of the Louisiana Department
of Natural Resource Office of Conservation Records.

16.

In the process of conducting oil and gas exploration and production activities on the
aforesaid property, the defendants have caused and continue to cause the land surface
and the ground beneath the surface to be contaminated, polluted and impregnated with
oils, grease, naturally occurring radioactive materials (NORMS), and other hazardous and
dangerous chemicals, equipment, pipes, tanks and related appurtenances used and/or
generated during the oil and gas exploration and production activities that the defendants
and/or their mineral lessees and assigns conducted on the property pursuant to the
aforesaid various mineral rééefvétions. Norm contains, ini‘ér alia, Radium, which is a very
hazardous and toxic substance. Though these substances are “naturally occurring” at the
depths at which oil and gas are produced; their presence on the surface can cause serious

health related problems. Under Louisiana law, property contaminated with NORM cannot

be transferred for unrestricted use. The above condition needs to be remediated and the
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land restored to its original condition.
17.

In connection with their conducting oil and gas exploration and other production
activities or otherwise on the aforesaid property, defendants and their lessees acting on
defendants' behalf have, through the use of injection wells to collect their deposits of oil,
sludge, saltwater and various and sundry other contaminants and pollutants, caused the
associated usable ground water and/or aquifer to be threatened, impacted, contaminated,
polluted and/or become environmentally unsafe. The defendants actions above set forth,
continue to date and said actions it is alleged, fractured, the fresh water underground
aquifers, causing the same to become contaminated with salt water and/or other
contamination which are hazardous and toxic. The aforesaid trespass and nuisance need
remediation and need to be abated.

18.

The oil exploration and production prod‘uced water is a hazardous brew of various
hydrocarbon compounds, metal, salt and radioactive subétances. Studies of the chemical
constituents of such Louisiana produced water have revealed that the produced water
discharges contain excess amounts of salt, and also contain volatile hydrocarbon
compounds (including bensene, toluene, xylene and ethyl bensene), Polynuclear Aromatic
Hydrocarbons (PAHs ‘or semi-volatiles) (including naphthalene, flourene and
phenanthrene), toxic heavy metals (including chromium, lead, mercury, arsenic, barium
and zinc) and radium225 and radium 226. All of these substances bioaccumulate and are
acutely toxic to aquatic organisms at varying concentrations. Some of these substances
(such as benzene and radium 225) have long been identified as human carcinogens.

19.

The defendants and/or their mineral lessees and assigns have created a nuisance
and/or trespass to the property of Plaintiffs by also having abandoned oil and gas
exploration and prod‘uction edﬁibment and structures on the propérty which has been left
to deteriorate without there being any intention to remove the same and/or restore the
property.

20.

The defendants and/or their mineral lessees and assigns, acting on their behalf,
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have abandoned open oil and gas wells without plugging said wells, or properly plugging
said wells, as required by prudent oil field practices and required by Louisiana Law.
21.

Since the defendants acquistion of the ownership of the mineral servitudes above
set forth said defendant servitude owners have issued various leases to others on their
behalf. The defendants have known that the disposal of oilfield waste in unlined earthen
pits inevitably results in seepage, which contamination both surface and subsurface soils
and waters. Plaintiffs has suffered damages resulting from the improper disposal of oilfield
wastes in unlined earthen pits, which were constructed by the Defendants on or near the
property during the course of oil and gas exploration and production activities. The oilfield
wastes deposited in these pits include (but are not limited to) such substances as naturally
occurring radioactive material ("NORM"), produced water, drilling fluids, chlorides,
hydrocarbon, and heavy metals. Also, leaks, spills, and other discharges of these
substances from wells, pipelines, tank batteries, gas plants, and other equipment have
further polluted Plaintiffs property. And the same needs to be rebated and the property
restored to its original condition.

CAUSE OF ACTION CLAIM FOR DAMAGES
FOR NEGLIGENCE AND STRICT LIABILITY

22.
Plaintiffs reallege those allegations set in paragraphs 1 through 21 above.
23.

The defendants and/or their lessees and assigns have acted negligently in their
operations of the oil and gas exploration and production activities on the property and have
caused damages to the property of Plaintiffs in the process.

24,

The damagesvinciude but are not limited te, crop damage, contamination of soil with
naturally occurring radioactiVe ‘materials, oil, greases, salt or chlorides, and other
hazardous and toxic chemicals used or produced during oil an'd gas exploration and
production activities. The damages also include the contamination of the surface of the
property and ground waters on and beneath the property. Drilling fluids are also highly
toxic and hazardous. These fluids contain metals such as chromium, barium, and arsenic,

as well as oil and other hydrocarbon fractions. Drilling fluids also contain toxic additives
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such as bacterioides, slimioides, and acids. Further, drilling fluids have been demostrated
to be acutely toxic to aquatic organisms. Other toxic and hazardous materials used and/or
produced in their day to day exploration and production activities include among others not
listed mercury, lead based compounds, caustic sodas and coriniza materials.

25,

The defendants are liable unto plaintiffs for the damages that have been caused by
their negligent conduct and/or the negligent conduct of their lessees and assigns in the
operation of the oil and gas exploration and productions activities is violation of L.S.A. -
C.C. 2315. At no time did Defendants issue any warning to Plaintiffs that their disposal
and discharge activities were hazardous to persons and property. Instead, Defendants
actively concealed from Plaintiffs the toxic and hazardous nature of the wastes deposited
on Plaintiffs’ land.

26.

Defendants and/or their lessees and assigns have also failed to act as reasonably
prudent operators, as required by the Louisiana Mineral Code and have acted
unreasonably and excessively with regard to their activities, all in violation of the Louisiana
Mineral Code. Defendants are liable unto Plaintiffs for the damages, plaintiffs have
sustained as a result of the defendants violation of the law.

27.

Defendants are strictly liable to Plaintiffs under La. Civ. Code art. 667 for the
damages caused by their storage, discharge, and disposal of toxic and hazardous oil field
-waste on or adjacent to Plaintiffs”s property. Furthermore, Defendants are strictly liable
to Plaintiffs under ihe provisions of La. Civ. Code arts. 2317 and 2322.

28.

Defendants’ conduct of their oil and gas exploration and production activities and
the associated discharge, disposal or storage of oil field waste on Plaintiffs”s property have
created a continuing and ongoing and damaging nuisance to Plaintiffs and Plaintiffs"s
property. Further, the continued presence of oilfield wastes on the Plaintiffs lands
constitutes a continuing trespass. The continuous and ongoing migration of this oilfield
waste us causing new and ever increasing damage to Plaintiffs"s property and such

damage will continue until such time as these wastes are removed and remediated. This
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negligent conduct and the resulting damages are continuous and continuing and

constitutes a continuing tort.

CAUSE OF ACTION
CLAIM FOR DAMAGES FOR BREACH CONTRACT
AND FOR STATUTORY OBLIGATIONS VIOLATION
29.

Plaintiffs realleges those allegations set forth in paragraphs 1 through 28 above.

30.

The defendants have breached the terms of the agreements and contracts
containing the various mineral reservations as above described and the terms the various
oil, gas and mineral leases, assignments, and other agreements executed by the
defendants and their lessees and assigns by failing to restore the property.

31.

The defendants and their mineral iessees and assigns have breached the provisions
of the agreements where their mineral rights were obtained and the terms of the various
mineral leases, assignments and other agreements executed by defendants by causing
damages to the property burdened by their mineral reservations.

32,

The defendants have breached the terms of the agreements under which their
mineral reservations are derived and the mineral leases, assignments and other
agreements in bad faith.

33.

Defendants have violated the statutory obligations imposed upon.them by L.S.A.-
R.S. 31:22 by their intentional, careless, wanton, reckless and unreasonable actions and
failure to act by restoring as far as practicable the properties of Plaintiffs to their original
condition at the earliest reasonable time.

34.

Defendants have a contractual obligation under the applicable oil, gas, and mineral
leases, and under La. Civ. Code arts. 2683, 2682, and 2692, to restore Plaintiffs"s property
to its original condition. Defendants have failed to satisfy this obligation. Plaintiffs"s

property has been impacted by each defendant’s use of said property under the applicable
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leases, and such property has not been restored to its original condition. The Defendants

are liable to Plaintiffs for foreseeable and consequential damages occasioned by their

failure to perform, as well as the cost of these proceedings and reasonable attorneys' fees.
35.

Defendants are liable unto Plaintiffs for all damages they have sustained as a result

of the breach of these agreements as is set forth herein.
CAUSE OF ACTION
CLAIM FOR RESTORATION UNDER MINERAL CODE
36.
Plaintiffs realleges those allegations set forth in paragraphs 1 through 35 above.
37.

The Louisiana Mineral Code imposes upon the mineral owners and operators of oil
and gas exploration and productions activities the burden to restore the premises.
Defendants' conduct as described above constitutes a breach of the oil, gas, and mineral
leases that covered the oil and gas activities described above. Further, each defendant
and/or it's assignment and/or mineral leases has breached those standards imposed by
the Louisiana Mineral Code governing the conduct of prudent operators.

38.

Defendants have failed to restore the surface of the premises where oil and gas
exploration and production activities took place to its original condition at the earliest
reasonable time.

39.

Each Defendant and/or their assignees and/or lessees have also breached those
standards imposed by the Louisiana Civil Code and the Louisiana Mineral Code governing
the conduct of prudent operators. The lease provisions of the Louisiana Civil Code and
the Louisiana Mineral Code require Defendants to use Plaintiffs’ properties as prudent
administrators and to restore Plaintiffs’ properties to their original condition. Defendants
have failed to act as prudent administrators, have failed to restore Plaintiffs’ properties to
their original condition, and have failed to discharge their obligations under the Civil Code
and the Mineral Code. As a result, Plaintiffs have suffered damages and are entitled to all

remedies allowed under the Civil Code and Mineral Code.
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40.

Defendants are therefore, liable unto Plaintiffs for all damages that Plaintiffs has
sustained as a result of their failure to restore the premises and to remediate all
contamination and/or pollutants which have impacted and/or will threaten the ground water
and/or aquifer.

41.

Defendants are also indebted unto Plaintiffs to perform a proper and adequate

restoration of the properties.

CAUSE OF ACTION
CLAIM FOR EXEMPLARY DAMAGES

42,
Plaintiffs realleges those allegations in paragraphs 1 through 41 above.

43.

Defendants and/or their mineral lessees and assigns have during the oil and gas
exploration and production activities handled, stored and transported hazardous and toxic
substances, and have done so in a wanton and reckless_ manner, all of which have created
an environmental hazard.

44,

Plaintiffs have been damaged as a result of the defendants and/or their mineral
lessees and assigns wanton and reckless handling of the toxic and hazardous substances
and creating an environmental hazard and therefore, defendants are liable unto Plaintiffs
for exemplary damages pursuant to L.S.A.-C.C. Article 2315.3. Plaintiffs contends,
although repeated, that Article 2315.3 is viable for the claims asserted herein.

CAUSE OF ACTION
CLAIM FOR DAMAGES FOR TRESPASS

45,
Plaintiffs reélleges those allegations in paragraptis 1 through 44 above.
| 46.
Defendants and/or their lessees and assigns have committed a nuisance and/or
trespass on Plaintiffs’ properties by, among other things, using more of the property than
was or is necessary to conduct oil and gas exploration and production activities and by

allowing toxic and hazardous substances to migrate form the production facilities.
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47,

Defendants are liable unto Plaintiffs for all damages caused by them and/or their
lessees and assigns in the commission of a trespass or trespasses unto Plaintiffs’'s
properties, and the same needs to be abated. '

DAMAGES CLAIMED
48.

Defendants have been unjustly enriched by their unauthorized use of Plaintiffs’
lands to store and dispose of toxic contamination. Further, for an undetermined length of
time, the Defendants have stored toxic pollution and waste in t‘he groundwaters and soils
underlying the Plaintiffs’ lands. Defendants have derived substantial economic benefits
from this storage in that their use of the subsurface of the Plaintiffs’ lands has allowed
them to avoid the substantial costs and expenses associated with the proper disposal of
this toxic pollution and waste. Thus, Plaintiffs are entitled to the civil fruits derived from
Defendants’ trespass, for La. Civ. Code art. 486 provides that a possessor in bad faith is
liable for the “fruits he has gathered or their value subject to his claim for reimbursement
of expenses.”

49.

All damages above referenced in this petition, including without limitation, clean up
costs, purification costs, loss of income due to crop losses, remediation costs and
restoration costs herein claimed which, shall include and not be limited to the costs of
testing, containment, prevention, abatement, remediation and/or restoration of all property
damaged as above described. All claims for damages due to the trespass, nuisance, and
exemplary damages are hereby reiterated.

50.

Plaintiffs further claim that they are entitled to recover attorney fees, etc. pursuant
to L.S.A.-R.S. 30:2015.1F(1) regarding damages to the usable ground water and/or
aquifer. |

PRAYER

WHEREFORE, after due proceedings be had, Plaintiffs, Agri-South Group, LLC,

Delta Assets of North Carolina, LLC, King Brothers' Land Company, Plugg Road, LLC,

Margarette S. Laughinghouse, J. Fred Webb, Nellie W. Webb, C.C. Abbitt Farms, LLC,
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Roanoke-Tar Cotton, Inc., and J&J Commodities, LLC respectfully prays for judgment in
its favor and against the defendants, Exxon Mobil Corporation; Tensas Delta Exploration
Company LLC; Bodcaw Company; Placid Oil Company; Trade Exploration Corp.; Bryan
C. Wagner; Allison Wagner; Duer Wagner, Ill; James D. Finley; Charlotte Finley; Dennis
D. Corkran; Peggy J. Corkran; H.E. Patterson; Jean W. Patterson; David John Andrews:
Gysle Shellum; Sandra Shellum; Jacque Oil and Gas Limited; and Parawon Corporation,
jointly, severally and in solido, for all damages sustained as a result of the defendants
and/or their lessees and assigns acts, omissions, fault, and/or liability and awarding
Plaintiffs damages as set forth in this petition in a sum to adequately compensate Plaintiffs
therefor, including reasonable attorney fees when allowed by law and exemplary damages,
as well as legal interest form the date of judicial demand and all cost of these proceedings.

Plaintiffs further pray, for all other such relief as the law, equity and nature of the

case may allow.

Respectfully Submitted,

DAVIDSON, MEAUX, SONNIER & McELLIGOTT

BY: 4 44M%—%\

AVIDSON 11T (4708)Luith. parmi
P . D er 2908 86N
Lafayette, LA 7050
Telephone (337) 2371660
Facsimile (337) 237-3676

#.0. Box 298 /407 Mound Street
Jonesville, Louisiana 71343
Telephone 318-339-8526
Facsimile 318-339-8528

BICE, PALERMO & VERON, LLC

BY:
- MICHAEL VERON (7570) LI
.0. Box 2125

Lake Charles, LA 70602-2125
Telephone (337) 310-1600
Facsimile (337) 310-1601
ATTORNEYS FOR PLAINTIFFS

PermissioN

Service Information to follow

‘ﬁ’ﬁ\UL COPY

fyk, Tﬁéfm
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BICE, PALERMO & VERON, LLC

8y, L Ipbad [l o
. MICHAEL VERON (7570)

721 Kirby Street

P.C. Box 2125

Lake Charles,
Telephone (337)
Facsimile (337) 310-1601

ATTORNEYS FOR PLAINTIFFS

Service Information to follow

PLEASE SERVE:

EXXON MOBIL CORPORATION\
Through its registered agent
Corporation Service Company

320 Somerulos Street

Baton Rouge, Louisiana 70802-6129

TENSAS DELTA EXPLORATION COMPANY, LLC
Through its registered agent

CT Corporation System

8550 United Plaza Bivd.

Baton Rouge, Louisiana 70809

TRADE EXPLORATION CORPORATION
Through its registered agent

CT Corporation System

8550 United Plaza Blvd.

Baton Rouge, Louisiana 70809

JACQUE OIL & GAS LIMITED
Through its registered agent
Mike Ledet

108 Aubrey

Houma Louisiana 70360

PAWARON CORPORATION
Through its registered agent
CT Corporation System

8550 United Plaza Blvd.

Baton Rouge, Louisiana 70809

PLACID OIL COMPANY
Through its registered agent
CT Corporation System

8550 United Plaza Blvd.

Baton Rouge, Louisiana 708G9

Please Serve the Following ander the Long Arm Statute: l

BODCAW COMPANY
Through is registered agent
Bodcaw Company

6400 Poplar Ave.
Memphis, TN 38197
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BRYAN C. WAGNER
3400 City Center Tower I
301 Commerce Street
Fort Worth, Texas 76102

ALLISON WAGNER
3400 City Center Tower Il
301 Commerce Street
Fort Worth, Texas 76102

DUER WAGNER, il
3400 City Center Tower Il
301 Commerce Street
Fort Worth, Texas 76102

JAMES D. FINLEY

3400 City Center Tower I
301 Commerce Street
Fort Worth, Texas 76102

CHARLOTTE FINLEY
3400 City Center Tower Il
301 Commerce Street
Fort Worth, Texas 76102

DENNIS D. CORKRAN
784 McMakin Road
Lewisville, Texas 75067

PEGGY J. CORKRAN
784 McMakin Road
Lewisville, Texas 75067

H.E. PATTERSON

3400 City Center Tower I
301 Commerce Street
Fort Worth, Texas 76102

JEAN W. PATTERSON
3400 City Center Tower Il
301 Commerce Street
Fort Worth, Texas 76102

DAVID JOHN ANDREWS
119 Mountain View
Bedford, Texas 76021

GYSLE SHELLUM

3400 City Center Tower Il
301 Commerce Street
Fort Worth, Texas 76102

SANDRA SHELLUM
3400 City Center Tower Il
301 Commerce Street
Fort Worth, Texas 76102

PAUL BROADHEAD
2212 B. Street
Meridian, Mississippi 39301
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SHERRY MONROE BROADHEAD
2212 B. Street _
Meridian, Mississippi 39301
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SEVENTH JUDICIAL DISTRICT COURT

PARISH OF CATAHOULA

STATE OF LOUISIANA
SUIT NO. 24,132 DIVISION “A"

AGRI-SOUTH GROUP, LLC, DELTA ASSETS OF NORTH CAROLINA, LLC,
KING BROTHERS' LAND COMPANY, PLUGG ROAD, LLC,
MARGARETTE S. LAUGHINGHOUSE, J. FRED WEBB,

NELLIE W. WEBB, C.C. ABBITT FARMS, LLC,
ROANOKE-TAR COTTON, INC. AND J&J COMMODITIES, LLC

VERSUS

EXXON MOBIL CORPORATION, BOBCAW COMPANY, PLACID OIL COMPANY,
TRADE EXPLORATION CORPORATION, JACQUE OIL & GAS LIMITED,
PAWARON CORPORATION, BRYAN C. WAGNER, ALLISON WAGNER,

DUER WAGNER, Ill, JAMES D. FINLEY, CHARLOTTE FINLEY,
DENNIS D. CORKRAN, PEGGY J. CORKRAN, H.E. PATTERSON,
JEAN W. PATTERSON, DAVID JOHN ANDREWS, GYSLE SHELIL. UM,
SANDRA SHELLUM, AND TENSAS DELTA EXPLORATION COMPANY

Considering the foregoing:
It is ordered that the foregoing First Supplemental and Amended Petition be filed

as prayed for and according to law.

[~
Signed in Harrisonburg, Louisiana this M day of __

WM

DISZ/RI JUDGE

, 2006

TRUE COPY_
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SEVENTH JUDICIAL DISTRICT COURT
PARISH OF CATAHOULA
STATE OF LOUISIANA
SUIT NO. 24,132 DIVISION “A "

AGRI-SOUTH GROUP, LLC, DELTA ASSETS OF NORTH CAROLINA, LLC,
KING BROTHERS' LAND COMPANY, PLUGG ROAD, LLC,
MARGARETTE S. LAUGHINGHOUSE, J. FRED WEBB,

NELLIE W. WEBB, C.C. ABBITT FARMS, LLC,
ROANOKE-TAR COTTON, INC. AND J&J COMMODITIES, LLC

VERSUS

EXXON MOBIL CORPORATION, BODCAW COMPANY, PLACID OIL COMPANY
TRADE EXPLORATION CORPORATION, JACQUE OIL & GAS LIMITED,
PAWARON CORPORATION, BRYAN C. WAGNER, ALLISON WAGNER,

DUER WAGNER, ItI, JAMES D. FINLEY, CHARLOTTE FINLEY,
DENNIS D. CORKRAN, PEGGY J. CORKRAN, H.E. PATTERSON,
JEAN W, PATTERSON, DAVID JOHN ANDREWS, GYSLE SHELLUM,
SANDRA SHELLUM, AND TENSAS DELTA EXPLORATION COMPANY

FIRST SUPPLEMENTAL AND AMENDED
PETITION FOR DAMAGES AND DECLARATORY RELIEF

NOW INTO COURT, through undersigned counsel, comes Plaintiffs, Agri-South
Group, LLC, Delta Assets of North Carolina, LLC, King Brothers' Land Company, Plugg
Road, LLC, Margarette S. Laughinghouse, J. Fred Webb, Nellie W. Webb, C.C. Abbitt
Farms, LLC, Roanoke-Tar Cotton, Inc., and J&J Commodities, LLC all of whom respectfully
file this First Supplemental and Amended Petition, upon representing as follows:

I

Since the filing of the ‘original petition in this matter Plaintiffs have discovered that
certain mineral interest owners were not included in Plaintiffs’ original petition. Additionally,
Plaintiffs wish to assert claims for the termination of the various mineral servitudes that are
the subjett of these proceedings. Accordingly, paragréph 2 of Plaintiffs’ original petition
is supplemented and amended in its entirety to read as follows:

2.
A. Defendant, Exxon Mobil Corporation is a business corporation organized under the

laws of New Jersey. Exxon Mobil Corporation is sued herein as the successor in
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mineral ownership interest from Humble Oil and Refining Corp which received its
mineral ownership interest from Louisiana Delta Corporation.

Defendant, Trade Exploration Corp., is a business corporation organized under the
laws of Delaware qualified and doing business in the State of Louisiana, are being
sued as a mineral interest owner.

Defendants, Bryan C. Wagner and Allison Wagner, husband and wife, persons of
full age of majority, domiciled in Fort Worth, Texas are being sued as mineral
interest owners.

Defendant, Duer Wagner, 1l a single man, a person of the full age of majority,
domiciled in Fort Worth, Texas, is being sued as mineral interest owners.
Defendants, James D. Finley and Charlotte Finely, husband and wife, persons of -
the full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral
interest owners.

Defendants, Dennis D. Corkran ana Peggy J. Corkran, husband and wife, persons
of the full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral
interest owners.

Defendants, H.E. Patterson and Jean W. Patterson, husband and wife, persons of
the full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral
interest owners.

Defendant, David John Andrews, a single man of the full age of majority, domiciled
in Fort Worth, Texas, is being sued as mineral interest owners.

Defendants, Gysle Shellum and Sandra Shellum, husband and wife, persons of the
full age of majority, domiciled in Fort Worth, Texas, are being sued as mineral
interest owners.

Defendant, Jacque Qil and Gas Limited, a Texas limited partnership, domiciled in
Fort Worth, Texas, is being sued as mineral interest owners.

Defendant, Tensas Delta Exploration Company, LLC is a Delaware Corporation
qualified and doing business in the State of Louisiana, previously known as
Wheless Industries,Inc., and Tensas Delta Land Company, sued as a mineral

interest owner.

Defendant, Parawon Corporation, is a business corporation organized under the
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laws of Alabama, qualified and doing business in the State of Louisiana, sued as
a mineral interest owner.

M.  Defendant, Bodcaw Company, is a business corporation organized under the laws
of Delaware qualified and doing business in the State of Louisiana sued as a foreign
mineral interest owner.

N. Defendant, Placid Oil Company, is a business corporation organized under the laws
of Delaware qualified and doing business in the State of Louisiana sued as a
mineral owner.

0. Defendants, Paul Broadhead and Sherry Monroe Broadhea‘d, husband and wife
person of the full age of majority domiciled in Meridian, Mississippi, sued as a
mineral interest owner.

1L
Additionally paragraph 8 of Plaintiffs’ original petition is amended and supplemented
in its entirety to read as follows:
8.
By Deed dated October 5, 1963, filed October 7, 1963, at the Conveyance Book A-

204, page 508 of the records of Avoyelles Parish, Louisiana, Sam Broadhead conveyed

certain lands including the lands owned by plaintiffs in Avoyelles Parish to William R.

Easterling. Sam Broadhead under this Act of Conveyance reserved all minerals rights in

the lands conveyed. By Affidavit and Correction Deed dated September 5, 1964, filed

September 8, 1964, the parties to above described Act of Conveyance clarified the mineral

interest retained by Sam Broadhead. By Transfer, Assignment, and Deed in Lieu’ of

Foreclosure with Warranty dated November 27, 1991, filed December 6, 1991, at

Conveyance Book A-393, page 739 of the records of Avoyelles Parish, S. Norries

Broadhead, Martha Combest Broadhead, Samuel W. Broadhead, Jr. and The Pearl

Company, Inc., transferred one-half of the mineral interest previously reserved by Sam

Broadhead to Parawon Corporaton. The remaining one-half of the mineral interest

reserved by Sam Broadhead was inherited and is now owned by his son Paul Broadhead.

n.
Additionally, paragraphs 51 through 53 are herein added to Plaintiffs’ original

petition is amended and supplemented to read as follows:
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CLAIM FOR TERMINATION OF DEFENDANTS’ MINERAL SERVITUDES
51.

Plaintiffs reallege those allegations in paragraphs 1 through 50.
52.

As shown above, Defendants and/or their mineral lessees and assigns have during
the life of the various mineral servitudes affecting Plaintiffs’ property, violated the statutory
obligations of a mineral servitude holder as set forth in Plaintiffs’ Original Petition for
Damages, and this First Supplemental and Amended Petition for Damages.

53.

Because of these egregious violations Defendants’ mineral servitudes should be
declared terminated with all minerals and mineral rights reverting back to Plaintiffs, the
surface owners.

Iv.

Additionally the prayer of Plaintiffs’ original petition is herein supplemented and

amended in its entirety to read as follows:
PRAYER
l. WHEREFORE, after due proceedings be had, Plaintiffs, Agri-South Group, LLC,

Delta Assets of North Carolina, LLC, King Brothers’ Land Company, Plugg Road,

LLC, Margarette S. Laughinghouse, J. Fred Webb, Nellie W. Webb, C.C. Abbitt

Farms, LLC, Roanoke-Tar Cotton, Inc., and J&J Commodities, LLC, respectfully

pray for judgment in their favor and against the defendants, Exxon Mobil

Corporation; Tensas Delta Exploration Company LLC; Bodcaw Company; Piacid Oil

Company; Trade Exploration Corp.; Bryan C. Wagner; Allison Wagner; Duer

Wagner, Ill; James D. Finley; Charlotte Finley; Dennis D. Corkran; Peggy J.

Corkran; H.E. Patterson; Jean W. Patterson; David John Andrews; Gysle Shellum;

Sandra Shellum; Jacque Oil and Gas Limited; Parawon Corporation; Paul

Broadhead and Sherry Monroe Broadhead, jointly, severally and in solido, for all

damages sustained as a result of the defendants’ and/or their lessees’ and assigns'

acts, omissions, fault, and/or liability and awarding Piaintiffs damages as set forth
in this petition in a sum to adequately compensate Plaintiffs therefor, including

reasonable attorney fees when allowed by law and exemplary damages, where
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allowed by law, prejudgment interest and any and all interest owed under applicable
law, as well as legal interest form the date of judicial demand and all cost of these
proceedings.

IR PLAINTIFFS FURTHER PRAYthat there be judgment in favor of Plaintiffs declaring
that the mineral servitudes of Defendants are terminated and all mineral rights have
reverted back to Plaintiffs, the surface owners.

{Ill.  PLAINTIFFS FURTHER PRAY for all other such relief as the law, equity and nature
of the case may allow.

WHEREFORE, Plaintiffs, Agri-South Group, LLC, Delta Assets of North Carolina,

LLC, King Brothers' Land Company, Plugg Road, LLC, Margarette S. Laughinghouse, J.

Fred Webb, Nellie W. Webb, C.C. Abbitt Farms, LLC, Roanoke-Tar Cotton, Inc., and J&J

Commodities, LLC, pray:

1. For leave of Court to file this First Supplemental and Amended Petition.
2. For all relief prayed for in the original petition and ‘as herein supplemented
and amended.
3. For all other general and equitable relief.
Respectfully Submitted,
DAVIDSON, MEAUX, SONNIER & McELLIGOTT

810 South Buchanan Stre
P.O. Drawer 2908
Lafayette, LA 70502-2908
Telephone (337) 237-1660
Facsimile (337) 237-3676

USSELL P
407 Mound “/treet
P.O.Box 298 |
Jonesville, Louisiana 71343
Telephone 318-339-8526
Facsimile 318-339-8528

70909)
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SEVENTH JUDICIAL DISTRICT COURT E/AnctLA FARISH. LA

PARISH OF CATAHOULA
STATE OF LOUISIANA

DIVISION "A”

AGRI-SOUTH GROUP, LLC, DELTA ASSETS OF NORTH CAROLINA, LLC,
KING BROTHERS' LAND COMPANY, PLUGG ROAD, LI.C,
MARGARETTE S. LAUGHINGHOUSE, J. FRED WEBB,

NELLIE W. WEBB, C.C. ABBITT FARMS, LLC,
ROANOKE-TAR COTTON, INC. AND J&J COMMODITIES, LLC

VERSUS

EXXON MOBIL CORPORATION, BODCAW COMPANY, PLACID OIL COMPANY
TRADE EXPLORATION CORPORATION, JACQUE OIL & GAS LIMITED,
PAWARON CORPORATION, BRYAN C. WAGNER, ALLISON WAGNER,

DUER WAGNER, ll, JAMES D. FINLEY, CHARLOTTE FINLEY,
DENNIS D. CORKRAN, PEGGY J. CORKRAN, H.E. PATTERSON,
JEAN W. PATTERSON, DAVID JOHN ANDREWS, GYSLE SHELLUM,
SANDRA SHELLUM, AND TENSAS DELTA EXPLORATION COMPANY

SECOND SUPPLEMENTAL AND AMENDED

PETITION FOR DAMAGES AND DECLARATORY RELIEF

NOW INTO COURT, through undersigned counsel, comes Plaintiffs, Agri-South
Group, LLC, Delta Assets of North Carolina, LLC, King Brothers’ Land Company, Plugg
Road, LLC, Margarette S. Laughinghouse, J. Fred Webb, Nellie W. Webb, C.C. Abbitt

Farms, LLC, Roanoke-Tar Cotton, Inc., and J&J Commodities, LLC all of whom respectfully

file this Second Supplemental and Amended Petition, upon representing as foliows:

Since the filing of the original petition in this matter Plaintiffs have discovered that
PETRO HUNT LLC and OXY USA, INC., were not included as a mineral interest owners

in Plaintiffs’ original petition. Accordingly, paragraph 2 of Plaintiffs’ original petition is

8

supplemented and é:rhended by adding sub paragraph P and Q to read as follows:

P. Defendant, Petro Hunt, LLC, is a limited liability company organized under the

laws of Delaware, qualified and doing business in the State of Louisiana sued

2.

herein as a mineral owner.

L,
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Q. Defendant, OXY USA, INC., is a business corporation organized under the laws
of Delaware qualified and doing business in the State of Louisiana sued herein as

a mineral owners.

Il
Additionally Plaintiffs’ original petition is amended and supplemented by adding

paragraph 8A to read as follows:
“8A.

By Minerai Deed dated October 11, 1979 recorded October 19, 1979 at Qil & Gas
Book 118, page 189. Bodcaw Company conveyed all its mineral interest in the lands that
are the subject of these proceedings to Placid Oil Company. By Mineral Deed dated April
22, 1998 at Conveyance Book 194, page 811, Placid Oil Company and OXY USA, Inc.,
co;lveyed all of their mineral interest in the lands that are the subject of these proceedings

to Petro-Hunt, LLC."
il.

Additionally, paragraphs 51 through 53 are herein added to Plaintiffs’ original
petition to read as follows:

“CLAIM FOR TERMINATION OF DEFENDANTS’ MINERAL SERVITUDES
51.

Plaintiffs reallege those allegations in paragraphs 1 through 50.
52.

As shown above, Defendants and/or their mineral lessees and assigns have during
the life of the various mineral servitudes affecting Plaintiffs’ property, violated the statutory A
obligations of a mineral servitude holder as set forth in Plaintiffs’ Original Petition for
Damages, First Supplemental and Amended Petition for Damages and this Second
Supplemental and Amended Petition for Damages.

53.

Because of these egregious violations Defendants’ mineral servitudes should be
declared terminated with all minerals and mineral rights reverting back to Plaintiffs, the
surface owners." | |

Iv.
Additionally the prayer of Plaintiffs’ original petition is herein supplemented and

amended in its entirety to read as follows:
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“PRAYER
WHEREFORE, after due proceedings be had, Plaintiffs, Agri-South Group, LLC,
Delta Assets of North Carolina, LLC, King Brothers' Land Company, Plugg Road,
LLC, Margarette S. Laughinghouse, J. Fred Webb, Nellie W. Webb, C.C. Abbitt
Farms, LLC, Roanoke-Tar Cotton, Inc., and J&J Commaodities, LLC, respectfully
pray for judgment in their favor and against the defendants, Exxon Mobil
Corporation; Tensas Delta Exploration Company LLC; Bodcaw Company; Placid Oil
Company, Trade Exploration Corp.; Bryan C. Wagner; Allison Wagner; Duer
Wagner, Ill; James D. Finley; Charlotte Finley; Dennis D. Corkran; Peggy J.
Corkran; H.E. Patterson; Jean W. Patterson; David John Andrews; Gysle Shellum;
Sandra Shellum; Jacque Oil and Gas Limited; Parawon Corporation: Paul
Broadhead, Sherry Monroe Broadhead, Petro Hunt, LLC and OXY USA, Inc., jointly,
severally and in solido, for all damages sustained as a result of the defendants'’
and/or their lessees’ and assigns' acts, omissions, fault, and/or liability and
awarding Plaintiffs damages as set forth in this petition in a sum to adequately
compensate Plaintiffs therefor, including reascnable attorney fees when allowed by
faw and exemplary damages, where allowed by law, prejudgment interest and any
and all interest owed under applicable law, as well as legal interest form the date
of judicial demand and all cost of these proceedings.
PLAINTIFFS FURTHER PRAYthat there be judgmentin favor of Plaintiffs declaring
that the mineral servitudes of Defendants are terminated and all mineral rights have
reverted back to Plaintiffs, the surface owners.
PLAINTIFFS FURTHER PRAY for all other such relief as the law, equity and nature
of the case may allow.”

WHEREFORE, Plaintiffs, Agri-South Group, LLC, Delta Assets of North Carolina,

LLC, King Brothers' Land Company, Plugg Road, LLC, Margarette S. Laughinghouse, J.

Fred Webb, Nellie W. Webb, C.C. Abbitt Farms, LLC, Roanoke-Tar Cotton, Inc., and J&J

Commodities, LLC, pray:

1. For leave of Court to file this Second Supplemental and Amended Petition.
2. For all relief prayed for in the Original Petition, First Supplemental and

Amended Petition and as herein supplemented and amended.
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3. For all other general and equitable relief.
Respectfully Submitted,

DAVIDSON, MEAUX, SONNIER & McELLIGOTT  ;

BY: Q\JMTD\_/L__ :
8

JARIES . DAV
CHRISFOPFIER J. PIASECKI (25827)

810 South Buchanan Street
P.O. Drawer 2908
Lafayette, LA 70502-2908
Telephone (337) 237-1660
Facsimile (337) 237-3676

407 Mound’Street / P.O. Box 298
Jonesville, Louisiana 71343
Telephone 318-339-8526
Facsimile 318-339-8528

BICE, PALERMO & VERON, LLC

J. MICHAEL VERON (7570)
721 Kirby Strest
PO. Box 2125

ake Charles, LA 70602-2125
Telephone (337) 310-1600
Facsimile (337) 310-1601
ATTORNEYS FOR PLAINTIFFS

PLEASE SERVE:

PETRO HUNT, LLC

Through its registered agent
CT Corporation System

8550 United Plaza Bivd.

Baton Rouge, Louisiana 70809

OXY USA, INC.

Through its registered agent
CT Corporation System

8550 United Plaza Blvd.

Baton Rouge, Louisiana 70809

CERTIFICATE OF SERVICE

I hereby certify that a copy of the above and foregoing has this day been forwarded
to all known counsel of record by depositing a copy of same in the United States Mail,
properly addressed and postage prepaid.

Jonesville, Louisiana, this/&
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SEVENTH JUDICIAL DISTRICT COURT (% Hadehman] Dy, |

7y T S N . ¢ 11
BAAHE X :
PARISH OF CATAHOULA 10ULA PARISH, (A

STATE OF LOUISIANA
SUIT NO. 24,132 _ ' DIVISION “A”

AGRI-SOUTH GROUP, LLC, DELTA ASSETS OF NORTH CAROLINA, LLC,
KING BROTHERS' LAND COMPANY, PLUGG ROAD, LLC,
MARGARETTE 8. LAUGHINGHOUSE, J. FRED WEBSB,

NELLIE W. WEBB, C.C. ABBITT FARMS, LLC ,
ROANOKE-TAR COTTON, INC. AND J&J COMMODITIES, LLC

VERSUS

EXXON MOBIL CORPORATION, BOBCAW COMPANY, PLACID OiL COMPANY,
TRADE EXPLORATION CORPORATION, JACQUE OIL & GAS LIMITED,
PAWARON CORPORATION, BRYAN C. WAGNER, ALLISON WAGNER,

DUER WAGNER, lll, JAMES D. FINLEY, CHARLOTTE FINLEY,
DENNIS D. CORKRAN, PEGGY J. CORKRAN, H.E. PATTERSON,
JEAN W. PATTERSON, DAVID JOHN ANDREWS, GYSLE SHELLUM,
SANDRA SHELLUM, AND TENSAS DELTA EXPLORATION COMPANY

ORDER

Considering the foregoing:
Itis ordered that the foregoing Second Supplemental and Amended Petition be filed

as prayed for and according to law.

Signed in Harrisonburg, Louisian

TRUE CORY

%%0 ”
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WHITE LAW FIRM

650 POYDRAS STREET
Suirte 2319
NEW ORLEANS, LOUISIANA 70130
TELEPHONE (504) 799- 2585
Fax (504) 799- 2586

J.RALPH WHITE* 2086 OLD TAYLOR ROAD SUI'TE 201
STELLA C.C. SHACKELFORD** P.O. BoX 2246
t NP
SHARON L. ANDREWS OXFORD, MS 38655
M1 T PRIONT (GED) 9 ¢
* ALSO ADMITTED IN MISSISSIPPI AND TEXAS I "'“{";1"“-’§-’_"; ((’6(’;“) -:81 '}940
* ALSO ADMITTED IN ALABAMA May 18. 2010 FPAX (662) 281 -3986
t ALSOADMITTED INMISSISSIPPL >

WRITER’S E-MAIL.: Ralph@jrwhitelaw.com
VIA E-MAIL & U.S. MAIL
Charles Minyard, Esq.

600 Jefferson, Ste. 501
Lafayette, LA 70501

Re:  Agri-South Group, LLC, et al vs. Exxon Mobil Corporation, et al;
Oxy USA, Placid Oil Company, Petro-Hunt, L.IL.C.;
Parish of Catahoula, 7" Judicial District; No. 24,132 “A”

Dear Mr. Minyard:

Please consider this letter as amicable demand, pursuant to Art. 136 of the Mineral Code and
as otherwise may be required by Louisiana law, that your client, Axis Onshore, defend, hold
harmless and indemnify Petro-Hunt, L.L.C., Placid Oil Company, and OXY USA, Inc., for all claims
made by plaintiffs in the above-captioned suit pursuant to certain mineral leases, farmouts and
agreements described as follows:

o Oil and Gas Lease between Petro-Hunt, L.L.C. and Ram Drilling, L..L.C. dated April 26,
2007

o Oil and Gas Lease between Petro-Hunt, L.L.C. and Axis Onshore, L.P. dated December 5,
2008, recorded in the records of Catahoula Parish at Book 246, Page 120

o Oil and Gas Lease between Placid Oil Company and Justiss Oil Company, Inc. dated
September 4, 1992

o Farmout between Placid Oil Company and El Toro dated May 4, 1989

o Oil and Gas Lease between Placid Oil Company and El Toro dated June 4, 1990
o Oil and Gas Lease between Placid Oil Company and El Toro dated June 4, 1991
o Lease between Hunt Petroleum Corporation and El Toro dated July 17, 1990

o Saltwater Disﬁosal Agreement between Placid Oil Company and E] Toro dated June 3, 1991,
recorded in the records of Catahoula Parish as Book 161, Page 671

Pursuant to the above described mineral leases, farmouts and agreements, and any other
agreements found to be applicable, Axis operates the following active-producing, active injection
and shut-in production-future utility wells:

o Well No. 211997: SIP-FU
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o Well No. 213080: SIP-FU
o Well No. 211026: Producing
o Well No. 211663: SIP-FU

o Well No. 212940: Producing
o Well No. 214968: SIP-FU

o Well No. 212666: Producing
o Well No. 214900: Producing
o Well No. 972341: Injection
o Well No. 212315: Injection

Your answer to the third party demand filed by Petro-Hunt in the above-captioned matter
pled want of amicable demand. That answer and exceptions also excepted to the third party demand
on the basis that Axis was not a party to the mineral leases recited in the third party demand.

Petro-Hunt, Placid, and OXY will be filing an amended petition against Axis citing the leases
that Axis has entered into, described above, and making demand for indemnity pursuant to those
leases, as well as pursuant to Louisiana tort and mineral law.

While we are not convinced that amicable demand is necessary in this instance because of the
nature of the demand being one for indemnity, and as a result of the decision of the Louisiana
Supreme Court in Broussard v. Hilcorp Energy Company, No. 2009-0449 24 So.3d 813 (La.
10/20/09), we nevertheless provide you with this written demand. As you know, a claim for
indemnity does not truly arise until the party to be indemnified has been made to pay or cast in
judgment, however due to the nature of indemnity claims they are not normally rejected by the court
as premature, if filed prior to final judgment on the underlying claim. Therefore, Petro-Hunt, Placid
and OXY hereby demand from Axis defense and indemnity pursuant to the above-described mineral
leases, farmouts and agreements, and the language contained therein, and any other pertinent
applicable agreements, as well as pursuant to Louisiana tort and mineral law, and ask that you
undertake their defense and indemnify them from all claims alleged in plaintiffs’ petition as
amended.

Best regards,

Very truly yours,

J. Ralph White
JRW/jr .
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OIL AND GAS LEASE

STATE OF LOUISIANA §

§
PARISH OF CATAHOULA §

THIS AGREEMENT made this 26th day of April, 2007, being the effective date, between PETRO-
HUNT, L.L.C., a Delaware limited liability company, with offices at 1601 Elm Street, Suite 3400, Dallas,
Texas 75201, hereinafter referred to as "Lessor", and RAM DRILLING, LLC, 16610 Dallas Parkway, #2500,
Dallas, Texas 75248 hereinafier referred to as "Lessee”.

L Lessor in consideration of One Hundred Dollars ($100.00) and other valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, and of the royalties herein provided and of the
agreement of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee (for the purpose of
investigating, exploring, prospecting and drilling for and producing oil and gas) the following described land in
the Parish of CATAHOULA, State of Louisiana, to-wit:

Township 6 North — Range 6 East
Sec. 28: W/28W/4

Sec. 29: E/2SE/4, E2SW/4SE/4
Sec. 32: NE/4NE/4, E/2NW/4NE/4

Insofar and only insofar as to depths from the surface of the earth down to a depth of 100’ below the
base of the Wilcox formation. Lessor herein reserves all other rights.

For the purposes of Articles III. C. of this Lease, the leased premises shall be conclusively presumed to
comprise 240.0 acres, whether there be more or iess.

I Subject to the terms and conditions hereinafter set forth, this lease shall be for a term of Eighteen
(18) months from the effective date hereof (hereinafter referred to as the "primary term"), and as long thereafter
as oil or gas is produced in paying commercial quantities from the leased premises or lands pooled therewith.

OI.  Lessee shall pay to Lessor monthly as a royalty:

A On Oil (which for the purposes of this lease includes all hydrocarbons produced at the
well in liquid form by ordinary production methods), 25% of the amount received by Lessee for all oil produced
and saved from the leased premises, or, at Lessor's option, Lessee will deliver to Lessor's credit free of cost to
Lessor, in the pipe line or plant or storage tanks to which the well or wells may be connected, 25% of all oil
produced and saved from the leased premises. The royalties set forth herein for oil shall also be paid on all
gasoline or other petroleum products manufactured or extracted from any gas produced from the ieased
premises, but Lessee may deduct from royaities on such gasoline or other petroleum products, the actual cost,
not to exceed the fair and reasonable cost, of such manufacture or extraction. No deductions for extraction costs
shall be made for liquid hydrocarbons recovered by use of drip, separator or similar apparatus on the flow line
of wells, and except as to gas being used for repressuring or recycling purposes, Lessee shall, prior to the sale or
use of gas from such well, install and use such apparatus on any well or wells capable of producing liquid
hydrocarbons in paying commercial quantities.

B. On Gas (which for the purposes of this iease, includes all vaporous or gaseous substances
and specifically includes the residue gas remaining after manufacture or extraction of any gasoline or other
petroleum products),

1. produced, saved and sold from the leased premises, 25% of the amount received by
Lessee or 25% of the amount of the best price which could have been received by Lessee in the exercise of
reasonable diligence, whichever is the higher; and/or

\
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ii. produced, saved and used off the leased premises, but not sold, 25% of the market
value at the time and place of use.

C. . Where gas from a well producing gas only is not sold because there is no market or
demand therefor, Lessee may pay as royalty $50.00 per acre (subject to proportionate reduction as set forth in
Articie VII below) per year, such payment to be made on or before the thirtieth (30th) day after the date that
such a well is shut in, and if such payment is timely made it will be considered that gas is being produced within
the meaning of Article I of this Lease.

D. Gas which may be disposed of for no consideration to Lessee through unavoidable waste
or leakage or in order to recover oil or other liquid hydrocarbons or returned to the ground shall not be deemed
to have been sold or used off the leased premises within the meaning expressed or implied of any part of this
Lease. '

IV.  Notwithstanding anything contained in this lease to the contrary, if during the primary term of
this lease Lessee, its successors, agents, brokers or assigns, acquires an Qil, Gas and Mineral Lease within the
lands leased herein and within a one (1) mile radius of the outside boundaries of the lands leased herein for
bonus consideration, rentals and/or royalties on a per acre basis which exceed the bonus consideration, delay
rentals and/or royalties provided for in this lease, this lease shall promptly be amended to reflect the bonus
consideration, delay rentais and/or royalties identical to the consideration paid for the subsequent lease.

V. Ifatthe expiration of the primary term oil and gas or any of them are not being produced on said
leased premises or on land pooled therewith but Lessee is then engaged in operations thereon, or if Lessee shall
have ceased operations or production on said leased premises or on land pooled therewith within ninety days
prior to expiration of the primary term, this Lease shall remain in force so long thereafter as the same or other
operations are prosecuted (on the same or different wells) with no cessation of more than ninety (90)
consecutive days and whether or not they result in the production of oil or gas and as long thereafter as oil or
gas are produced from or operations are prosecuted (on the same or different wells) on said leased premises or
on land pooled therewith, with no cessation of more than ninety (90) consecutive days. If after the expiration of
the primary term production should cease for any reason other than lack of market or demand for production,
this Lease shall remain in force so long thereafter as operations are prosecuted (on the same or different wells)
with no cessation of more than-sixty (60) consecutive days, and whether or not said operations result in the
production of oil or gas and as long thereafier as oil or gas are produced from or operations are prosecuted on
same or different wells on said leased premises or on lands pooled therewith with no cessation of more than
sixty (60) consecutive days. Whenever used in this Lease, the word "operations" means and includes operations
for and the drilling, testing, completing, recompleting, reworking, deepening, plugging back or repairing of a
well or hole, repairing or replacing production equipment or any other operations in search of or in an effort to
obtain or reestablish production of oil or gas in paying quantities.

VI.  The rights of the Lessee may not be assigned except upon written consent of Lessor. Should
Lessor grant Lessee permission to assign all or a portion of this Lease or the rights thereunder, Lessee shall
remain primarily liable to Lessor for the performance of the terms, conditions, covenants and obligations of this
Lease, and such consent shall not serve to diminish the obligations of Lessee hereunder. Any assignment of all
or a part of this Lease by Lessee shall not be effective until such time as the transferece has executed a
ratification of this Lease which is acceptable to Lessor. The provisions hereof shall extend to the heirs,
successors and assigns of the parties hereto, but no change or division in ownership of the land, minerals or
royaities however accomplished shall operate fo enlarge the obligation or diminish the rights of Lessee; and no
such changes in ownership shall be binding on Lessee nor impair the effectiveness of any payments made
hereunder until Lessee shall have been furnished, forty-five (45) days before payment is due, a certified copy of
recorded instrument evidencing any transfer, inheritance, sale or other change in ownership.

VII. This Lease is executed WITHOUT WARRANTY OR COVENANT OF TITLE OR ANY
OTHER WARRANTY WHATSOEVER, EITHER EXPRESS OR IMPLIED; AND FURTHER, LESSOR
MAKES NO WARRANTY OR REPRESENTATION TO LESSEE THAT THE ACREAGE SUBJECT TO
THIS LEASE HAS NOT PRESCRIBED OR MAY NOT PRESCRIBE UNDER LOUISIANA LAW TO THE
DEROGATION OF LESSOR’S AND/OR LESSEE’S RIGHT, TITLE AND INTEREST THERETO. If
Lessor owns a mineral interest in the leased premises less than the entire fee simple estate, then the royalties and
other payments to be paid Lessor shall be reduced proportionately.

VIII. LESSEE AGREES TO PROTECT, INDEMNIFY AND HOLD LESSOR HARMLESS, FREE
AND CLEAR OF AND FROM ALL LIENS, CLAIMS, DEMANDS, ACTIONS AND CAUSES OF ACTION
OF WHATSOEVER NATURE, INCLUDING BUT NOT LIMITED TO ENVIRONMENTAL

IS
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INVESTIGATIONS, REGULATORY PROCEEDINGS OR LITIGATION, WITH ALL RELATED COURT
COSTS AND ATTORNEY'S FEES, ARISING OUT OF OR IN CONNECTION WITH ALL OPERATIONS
CONDUCTED BY LESSEE AND/OR LESSEE'S CONTRACTORS, SUB-CONTRACTOR, LICENSEES,
EMPLOYEES, CONSULTANTS, AGENTS AND ALL OTHER PERSONS WORKING ON OR NEAR THE
LEASED PREMISES OR ACREAGE POOLED THEREWITH, AND AGREES TO PROMPTLY PAY ALL
BILLS OR COSTS FOR LABOR AND OTHER ITEMS RELATED TO CLAIMS OR DAMAGES
HEREUNDER. AS TO ANY WELL WHICH LESSEE HAS DRILLED ON THE LEASED PREMISES
WHICH CEASES PRODUCTION, LESSEE SHALL BE REQUIRED TO PLUG AND ABANDON SAME
AND SHALL ALSO LEVEL ALL DUMPS, FILL IN ALL PITS, REMOVE ALL DEBRIS AND
OTHERWISE RESTORE THE SURFACE OF THE LAND TO SUBSTANTIALLY THE SAME
CONDITION AS IT WAS BEFORE THE COMMENCEMENT OF SUCH OPERATIONS, ALL
OPERATIONS CONDUCTED ON THE LEASED PREMISES SHALL COMPLY WITH ALL APPLICABLE
LAWS, REGULATIONS, ORDINANCES AND PERMITS.

IX.  All notices to be given Lessor pursuant to this Lease shall be given to Petro-Hunt, LL.C,,
Attention: Pete Arnett, 1601 Elm Street, Suite 3400, Dallas, Texas 75201, whose telephone number is (214)
880-8400.

X. All terms and express or implied covenants of this Lease shall be subject to all federal and state
laws, executive orders, ruies or regulations, and this Lease shall not be terminated, in whole or in part, nor
Lessee held liable in damages for failure to comply herewith if compliance is prevented by any such law, order,
rule or regulation.

X1. A. The term "Force Majeure" as used herein shall mean and include: Requisition, order,
regulation or control by governmental authority or commission, exercise of rights of priority or control by
governmental authority for national defense or war purposes resulting in delay in obtaining or inability to obtain
either material, equipment or means of transportation normally necessary in prospecting or drilling for oil or gas
or in producing, handling or transporting same from leased premises, war, acts of terrorism, scarcity of or delay

_ in obtaining materials or equipment, lack of labor or by means of transportation of labor or material, Acts of

God, insurrection, flood, strike or other things beyond the control of Lessee.

B. If by reason of Force Majeure, as herein defined, Lessee is prevented from or delayed in
drilling, completing or producing any offset well or wells for oil or gas on the leased premises or lands pooled
therewith, then while so prevented or during the period of such delay, Lessee shall be relieved from all
obligations whether express, implied or imposed on Lessee under this Lease, to drill, complete or produce such
well or wells on the leased premises or lands pooled therewith, and Lessee shall not be liable in damages and
this Lease shall not be subject to cancellation for failure of Lessee to drill, complete or produce such well or
wells during the time Lessee is so relieved from all obligations to do so.

XII. Notwithstanding anything to the contrary contained herein, after the end of the primary term, this
Lease shall not be continued in effect for a cumulative period of more than two (2) years by means of payment
of shut-in royalty (Articie IIl. C.), by Force Majeure (Article XII.) or by any other means or any combination of
the means mentioned herein, except the actual production of oil or gas or both in paying commercial quantities
from the feased premises or lands with which the premises are pooled hereunder or additional operations in
compliance with Article V. '

XIII. Subject to Lessee’s safety rules and regulations, Lessee shall permit representatives of Lessor at
its sole cost, risk and expense to have full and free access at all times to the test well and to the derrick floor
whether such well is located on the leased premises or lands pooled therewith as to each well drilled on the
leased premises or on acreage pooled therewith, Lessee shall provide Lessor's representatives, at Lessee's
expense, the notices and information set forth on Exhibit "A" attached hereto, and the following information
immediately upon acquisition of same, to-wit:

A Copy of Application to Drill, location plat filed with the State Regulatory Body, a copy
of the Permit and Permit Number Issued in response thereto;

B. Derrick floor and ground level elevation;
C. Daily Drilling Report containing full information relative to the drilling progress of said
test well, commencing with clearing the location and moving in material and equipment including all

current formation top calls;

D.  Copy of well record logs;

5 A
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E. Properly notarized copy of the completion record form, if the test well is a producer, or a
properly notarized copy of the plugging and abandoning record, if the test well is a dry hole;

E. Core description and coreanalyses, if performed;
G.  Record of open flow potential test in the event said well is a gas well;

H. Results of all tests made on said well as and when made, including records of all drill
stem tests with copy of bottom hole pressure chart furnished by the service company, accurate
description of recovery and test results and copies of all other production test records;

. L Two copies of an electrical log survey of the well bore from the bottom of the surface
casing to the total depth as well as two copies of any and all well or electricai iogs, micrologs, section
gauges, temperature surveys, radioactive logs, mud analyses logs, drilling time logs and any and all logs
or surveys made of the well, except seismic velocity surveys, AS AND WHEN PRELIMINARY RUNS
THEREOF ARE MADE, and a composite log upon completion of the well. Lessor, at its sole expense
and risk (including payment of rig time and other expenses for which Lessee would otherwise be
responsible, and liability for damage to persons, property and the well) may lower geophones in the well
to make seismic velocity surveys as sole property of Lessor;

J. Upon request, samples of all cores, a set of formation drilling samples and representative
samples of fluid recovered on formation tests; and :

K. A geological sample description log indicating all shows of oil and/or gas and geological
horizons made by a person qualified to make such log, except where this requirement is specifically
waived,

Subject to Lessee’s safety rules and regulations, Lessee shall permit representatives of Lessor at
its sole cost, risk and expense to have full and free access at all times to the test well and to the derrick
floor whether such well is iocated on the leased premises or lands pooled therewith as to each well
drilled on the leased premises or on acreage pooled therewith. Lessee shall notify Lessor of any of the
following events at the time and in the manner shown sufficiently in advance thereof to enable Lessor to
have a representative present at the well to witness:

1 The spudding of said test well;

ii. All drill stem or any other tests of said well;

iii.  The running of any electrical log or other survey that Lessor is entitled to receive;

iv, Any coring operation;

V. The measurement of the total depth of said test well; and .

vi. Any plugging operation.

Upon encountering any formation containing oil or gas in reasonably substantial quantity
or pressure, Lessee shall immediately notify Lessor of such fact by orally informing Lessor's

representative at the well site or by notice to Lessor by telephone or telegraph at the address
provided above if such representative is not at the drill site.

L. Lessor, at its sole cost, risk and expense, may conduct any tests or logging it desires on a
well situated on the leased premises. Results from such operations shall be the sole
property of Lessor. .

XIV. A. If Lessee drills a well on the leased premises and decides to plug and abandon said well
as a dry hole with or without having run casing therein, it shall immediately notify Lessor of such decision and
shall furnish Lessor with a copy of the logs it is required to run pursuant hereto. Lessor shall have twenty-four
(24) hours (exclusive of Saturdays, Sundays and legai holidays), and after receipt of such notice and logs,
within which to elect to take over the well for the purpose of conducting such additional drilling, testing,
completion or other operations thereon as it desires. If Lessor eiects not to take over the well or fails to advise
Lessee of its election within said period of time, then the well shall be forthwith plugged and abandoned by
Lessee at its sole risk, cost and expense. )

/ e



B.  If Lessor elects to take over the well, it shall have the right to and shall promptly take
possession thereof and of such materials, equipment and drilling tools thereon, therein and at the well site,
owned or controlled by Lessee, which Lessor desires to use in connection with its further operations; Lessor

shall pay or reimburse Lessee for such materials, equipment and drilling tools so used, to the extent of such use,
as follows:

i The reasonable net salvage value of casing, materials and equipment in and on the well
which could have been salvaged by Lessee if Lessor had not taken over the well;

ii. Reasonable compensation for any materials and equipment at the well site owned or
controlled by Lessee which will have no saivage value afier use by Lessor; and

iii. If Lessor elects to use the drilling tools and equipment in use at the well by Lessee, then
- payment for such use shall be made:
9] .
Lg a. at the going rate in the area if the tools belong to Lessee; or
S .
© .
o b. at the rate set forth in the drilling contract if the toois belong to a drilling

contractor or other party controlled by Lessee.

If Lessor elects to use its own or other drilling toois, then Lessee shall, at its expense, promptly remove from the
well site the tools used by Lessee,

C. If Lessor takes over the well, then, and in that event:

i Lessee shall be deemed to have reieased and relinquished to Lessor all of its right,
title and interest in and to the well, operating rights therein, production therefrom and the leased
premises included in the drilling, spacing and proration unit therefor;

it All operations thereon by Lessor after the take-over, including plugging and
abandoning, shall be at Lessor's sole risk and expense, but Lessor shall not be liable for any cost,
expense or obligation for or in connection with operations conducted on the well prior to such
take-over; and :

10

ili.  Notwithstanding anythirig herein to the contrary, Lessee shall not be deemed to
have released and relinquished to Lessor more than a proportionate interest in such well,
production and unit, which proportion shall be that which the leased premises derived hereunder
from Lessor bears to the total acreage in such unit.

Claim 3-1 Part 7 Filed 07/28/10 Desc Exhibit C1

XV.  Lessee, at its option, is hereby given the right and power at any time prior to the establishment of
production on the leased premises or acreage to be pooled therewith to pool or combine the leased premises
covered by this Lease, or any portion thereof (not to be less than 50% of the acreage described in this iease of
the total acreage pooled within any one unit), with other land, lease or leases and mineral interests in the
immediate vicinity thereof, when, in Lessee's judgment, it is necessary or advisable to do so in order to properly
explore, develop or operate said premises so as to promote the conservation of oil, gas or other minerals in and
under and that may be produced from said premises or to prevent waste or to avoid the drilling of unnecessary
wells or to comply with the spacing or unitization order of any Regulatory Body of the State of Louisiana or the
United States having jurisdiction, provided however, that Lessor shall have the right to approve the size, shape
and configuration of any such unit so formed except a unit formed pursuant to a valid order of any Reguiatory
Body having jurisdiction. The term "Regulatory Body" shall include any governmental officer, tribunal or
group (civil or military) issuing orders governing the drilling of wells or the production of minerais. Such
pooling shall be of adjacent tracts which will form a reasonably compact (but not necessarily contiguous) body
of land for each unit, and the unit or units so created shall not exceed forty (40) acres for each well for oil
exploration or production and one hundred sixty (160) acres each for each well for gas and gas-condensate
exploration or production unless a larger spacing pattern or larger drilling or production units (including a field
or pool unit) shall have been fixed and established by an order of a Regulatory Body of the State of Louisiana or
of the United States, in which event the unit shall be the same as fixed by said order. Lessee shall execute and
file for record in the Records of the Parish of CATAHOULA in which the land herein leased is situated a
declaration describing the pooled acreage; and upon such filing, the unit or units shall thereby become effective,
except that when a unit is created by order of a Regulatory Body the pooling shall be effective as of the
effective date of such order, and no declaration shall be required in connection therewith. The royalties herein
elsewhere specified shall be computed only on the proportionate part of the production from any pooled unit
that is allocated to the land herein described, and unless otherwise allocated by order of a Regulatory Body, the

'l ¥
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amount of production to be so allocated from each pooled unit shall be that proportion of such total production
that the surface area of the iand affected hereby and inciuded in the unit bears to the total surface area of all the
lands included in such pooled unit. Drilling or reworking operations on or production of oil and/or gas from
land included in such pooled unit shall have the effect of continuing this Lease in force and effect during and
after the primary term as to all of the land covered hereby and as to all strata underlying said land, whether or
not such operations be or such production be from land covered hereby. Any unit formed by Lessee hereunder
must be created prior to the establishment of production from the unit well. Separate units may be created for
oil and for gas or for separate stratum or strata of oil or gas, even though the areas thereof overlap, and the
creation of & unit as to one mineral or strata or stratum shall not exhaust the right of Lessee (even as to the same
well) to create different or additional units for other minerals or for other strata or stratum of the same or other
minerals. Lessee shall obtain Lessor's approval of any amendment to any unit formed pursuant to this Article
prior to such amendment, unless such unit is amended by order of a Regulatory Body. The failure of the
leasehold title (in whole or in part) to any tract or interest therein included in a pooled unit shall not affect the
validity of said unit as to the tracts or interests not subject to such failure, but the unit may thereafter be revised
as hereinafier provided. Lessee shall have the right and power to reduce and diminish the extent of any unit
created under the terms of this paragraph so as to eliminate from said unit any interest or lease to which title has
failed or upon which there is or may be an adverse claim. Such revision of the unit shall be evidenced by an
instrument in writing executed by Lessee which shall describe the lands included in the unit as revised and shall
be filed for record in the Records of the Parish of CATAHOULA where the lands herein are situated. The
revised declaration shall not be retroactive but shall be effective as of the date it is filed for record. Any unit
created by Lessee hereunder shall also be revised so as to conform with an order of a Regulatory Body issued
after said unit was originally established; such revision shall be effective as of the effective date of such order
without further declaration by Lessee, but such revision shall be limited to the stratum or strata covered by said
order and shall not otherwise affect the unit originally created.

XVL In the event a well or wells producing oil or gas in paying quantities should be brought in on
adjacent land and such well or wells are draining the leased premises, Lessee agrees to drill offset wells or cause

an existing well or wells to be completed in the formation or horizon in which drainage is occurring, Lessee
agrees to drill such offset wells as a reasonably prudent operator would drill under similar circumstances. For
the purpose of this Article, it shall be conclusively presumed that an oil well within 660 feet or a gas well within
1,320 feet of the leased premises is draining the leased premises; it being understood, however, that this
conclusive presumption shall not preclude Lessor from claiming drainage from offset wells located at greater
distances from the leased premises but is merely for the purpose of obviating the necessity of proof of drainage
within the prescribed limits. Failure on the part of Lessee to comply with the provision of this Article within
sixty (60) days from the date that any such well causing drainage (as that term is defined in this Article) is
completed and commences production into a sale line or tank facility shall cause this Lease to terminate as to all
acreage-offsetting the well draining the leased premises. In the event the cancellation or termination of this
provision under this Article, Lessee agrees and obligates itself to deliver to Lessor a recordable release of this
Lease as to acreage being drained. For the purpose of this Article, it shall be conclusively presumed that leased
lands within 660 feet from the drilling or proration unit for the offending oil well and within 1,320 feet from the
drilling or proration unit for the offending gas well are being drained uniess a greater area is being drained, and
said release shall specify, describe or recite the greater of areas determined in the manner expressed in this
sentence,

XVII. Notwithstanding anything to the contrary contained herein, at the end of the primary term
hereinabove recited, or, if Lessee is engaged in drilling operations within 90 days prior to the expiration of the
primary tenm, the end of the first ninety (90) consecutive day period in which there were no operations for the
drilling of a new well on the leased premises or on land pooled therewith, whichever is later, this Lease shall
terminate with respect to all the leased premises not then included within the surface boundaries of a production
and/or proration unit, and to all depths, on a unit by unit basis, below 100 feet below the stratigraphic equivalent of
the deepest depth produced in such unit.

XVIIL In the event of termination or forfeiture of this lease for any cause, in whole or in part, Lessee
shall promptly execute and record a proper instrument of release, releasing from the terms hereof all those
portions of the leased premises as to which said lease may have terminated or been forfeited; and Lessee shall
promptly furnish Lessor an executed certified recorded copy thereof.

XIX. Lessor shall have the continuing, separate and distinct right and option at all times and from time
to time, exercisable upon thirty (30) days notice either orally or in writing, to purchase all or any part of the
crude oil condensate, distillate, casinghead gasoline and other liquid hydrocarbons or either of them, herein
called "oil", produced and saved from or allocated to the interest leased to Lessee pursuant hereto. The price to
be paid therefor shall be (a) the price posted by the major oil purchaser for oil of like grade and gravity on the
date of delivery in the district where said leased premises are located, (b) the average thereof if there be more

4 (LB
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than one purchaser, (c) if there is no posted price, then the average price being paid for oil of like grade
and gravity by the purchasing companies buying oil in the field where such premises are located or (d) the best
price which could have been received by Lessee in the exercise of reasonable diligence, whichever is higher.
Upon each exercise of such option, the Lessor shall have the right to terminate such purchase at any time
thereafter upon thirty (30) day’s notice.

XX. Prior to the commencement of drilling operations or to the construction of any roads, pipelines,
locations or other facilities on any part of the leased premises, Lessee shall notify Sustainable Forests, L.L.C.,
Attention: Regional Manager, P. O. Box 30001, Shreveport, Louisiana 71130, or the surface owner of record if
Sustainable is not the surface owner. Such notice shall include a survey plat showing the area to be used for the
proposed operation(s) and be provided for the purpose of determining surface damages.

XXI. Lessee shall exercise the right of access to the leased property described herein solely for the
business purposes of seeking, acquiring and producing oil and gas. No hunting, fishing or other activities are to
be conducted on said leased property which includes possession or discharging of firearms or other weapons.
There shall be no consumption, use or possession of alcohol or other prohibited or controlled substances on the
leased premises.

XXII. Notwithstanding anything herein to the contrary, it is distinctly understood that, at the conclusion
of any and all operations hereunder, the Lessee will return the iand hereinabove described to its original
condition as reasonably possible and shall perform all acts necessary to fully remediate the leased premises to
render and leave same in full compliance with Louisiana State Order 29-B and/or any and all other federai or
state statutory or regulatory provisions and/or requirements.

XXII. Provided that Lessee can do so without violating any licensing agreements, Lessee hereby
agrees to provide Lessor copies of all seismic data shot by Lessee and/or Lessee’s agents or assigns on the lands
subject to this agreement. Lessee shall use its reasonable efforts to obtain approval under any licensing
agreements to provide Lessor with such data, but failure to obtain such approval after such efforts shall relieve
Lessee from the obligation to provide the prohibited data to the Lessor. Said data shall include the data
covering the entire governmental section for any lands that data is acquired by Lessee on Lessor’s lands covered
herein.

XXIV. Lessee understands and agrees that all operations hereunder shall be conducted in accordance
and compliance with all applicable federal, state and local laws, rules, regulations and requirements, including
but not limited to, those relating to environmental and safety matters; and, it shall be the sole and exclusive
responsibility of Lessee to assure and enforce compliance with same. ' Failure by Lessee to fulfill the
requirements of this paragraph XXIV shall constitute a breach of this OIL AND GAS LEASE, which, if Lessee
is not actively in the process of curing within thirty (30) days of Notice to do so by Lessor, shall result in
cancellation of this OIL AND GAS LEASE by Lessor and termination of all of Lessee’s rights (but continuing
all of Lessee’s clean-up and remediation obligations) hereunder.

IN WITNESS WHEREOF this Lease is executed as of the date first mentioned above.

LESSOR

PETRO-HUNT, L.L.C.

@Z%)z%ma-

BRUCE W. HUNT, President (30, _ %ﬁ

ATTEST:

By, =- %4—\133&)

R. FRED HOSEY, Secretary
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LESSEE

RAM DRILLING, LL.C
WITNESSES:
BY ALLES B. man M, PEESIDENT
ACKNOWLEDGEMENTS
STATE OF TEXAS §
§
COUNTY OF DALLAS §
(54
This instrument was acknowledged before me on this R day of QA-\»QM , 2007, by

BRUCE W. HUNT, President of PETRO-HUNT, L.L.C., a Delaware limited liabilify ¢ company, on behalf of said
company. \\\\\\“‘m""'{"'ﬂ”’"/ ",

e h “n,
S Loty [
My Commission Expires:s ‘° o ~(,."-.F‘¢ % o m. %LMT&B&
£ i, Q%OTARY PUBLIC STATE
b-ay4-n¢ IR
% oy or rer §
%%, ‘;t’.’kas oS
/’0, ”””’2‘"0"9"3“‘“ ﬁ\@
STATE OF “TEYAS §
§
PARISHCOUNTY OF DOALLAS §
This instrument was acknowledged before me on this &£ ¢4~ day of Sluliy , 2007, by
ALLer B. manu Ples deur for RAM DRILLING, LLC, a

LpouwiSiagr LLC ,on behalfofsaid CoRPoRroOm pal

.M.\L (‘nmm1§smn Expires:

, MARCIA K ALLEN MQK Qﬁl@éa
OTARY PUBLIC
el State of Toxas NOTARY-PUBLIC STATE OF TE¥R S
1" Comm., Exp. 12-04-2010 :
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EXHIBIT "A"

Attached to and made a part of that certain Oil and Gas Lease dated April 26, 2007, made, between
Petro-Hunt, L.L.C., "Lessor", and Ram Drilling, LLC, "Lessee", covering property situated in
Catahoula Parish, Louisiana.

Operator: ___Ram Drilling, LLC ~ Well:

Location:

PETRO-HUNT, L.L.C. requires the following information (including location plat with ground elevation,
approved drilling permit, and casing program with first report) to be provided by telephone, telecopy, email
or mail as indicated. The telephone numbers and mailing addresses are as follows:

Telephone: (214) 880-8442
FAX: (214) 880-7101
(214) 880-7131
Email Address: ajlyrepo etrohunt.com
Mailing Address: Petro-Hunt, L.L.C.

Attn: Jesse Moffett
1601 Elm Street, Suite 3400

Dallas, Texas 75201
Jmoffett@petrohunt.com
INFORMATION REPORTING PROCEDURE
Email or
Telephone Telecopy Mail

1. Location plat with elevation, Application to Drill, and Drilling X

Permit with number.
2. Daily drilling report each morning of regular working day including X X

clearing location and moving on location.
3. All regulatory reports required to be filed while drilling. X
4. Mud log reports and final mud logs on detail and correlation scales. X
5. Final copy of core description. X X
6. Core Analysis. X X
7. Daily Completion Reports for all work & Location Tests X X
8. 24 hour notice of any DST'S. X X
9. 24 hour notice of any logging operations. X X
10. Records of all drill stem tests and test data with copy of bottom X

hole pressure chart from service company.
11, Three final prints and reproducible copy of all open X

and cased hole logs on & 1"= 100", 2"= 200" and 5"= 100" scale.
12. Copy of all open hole Logs on LAS Format X
13. Two copies of all velocity surveys. X
14, Copy of all Regulatory completion reports including initial potential test. X
15. Plug and abandon report. X
16. Complete well history from spud to completion or plug and abandonment. X
17. Re-potential tests, X
18. Sundry notices. X
19. Regulatory monthly production reports. X
20. Payout reports and notice. X

We reserve the right to request that any item of information listed above be provided to other individuals employed by Petro-Hunt,
LLC.
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All other miscellaneous correspondence directed to this company such as, but not limited to, AFE proposals and proposals to drill
additiona) wells should be mailed to:

Petro-Hunt, L.L.C.

Attn: Pete Amett

1601 Elm Street, Suite 3400
Dallas, Texas 75201

(214) 880-8400

Fax: (214) 880-7171

ADDITIONAL DISTRIBUTION

The information to be mailed above should also be mailed to the following individuals:

Dale Hostenske

1601 Elm Street, Suite 3400
Dallas, Texas 75201

(214) 880-7129 '.
Fax: (214) 880-7101

Gene Inabnet

300 Shell Oil Road
Brandon, Mississippi 39043
(601) 8452252

Fax: (601) 845-4218

Charles Rigdon

1601 Elm Street, Suite 3400
Dallas, Texas 75201

(214) 880-8413

Fax: (214) 880-7101

frate o Lowsiang

f«aiahouta

Nt this s @ true copy of mu_J_o__
Bonstremant 1ilag in this office at

LM

L. Ne.____ Peage No, _
Coeany my hand and seal this

1M ge T _NO)J.&_:_»:/
ol QAL N
‘Jytle{k & Ex-Otticlp Recordad
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STATE OF LOUISIANA

PARISH OF CATAHOULA
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THIS AGREEMENT made this 5th day of December, 2008, being the effective date, between PETRO-
HUNT, L.L.C., a Delaware limited liability company, with offices at 1601 Elm Street, Suite 3400, Dallas,
Texas 75201, hereinafter referred to as "Lessor", and AXIS ONSHORE, L. P., with mailing address of 405
Texas St., Vidalia, LA 71373, hereinafter referred to as "Lessee".

WITNESSETH

L Lessor in consideration of One Hundred Dollars ($100.00) and other valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, and of the royalties herein provided and of the

investigating, exploring, prospecting and drilling for and producing oil and gas) the following described land in
the Parish of CATAHOULA, State of Louisiana, to-wit:

Township 6 North — Rén_ge 6 East
Section 29: NE/4NE/4

The lease shall be limited insofar and only insofar as to cover the depths from the surface of the earth to
the base of the Wilcox Formation for the above described lands. Lessor herein reserves all other rights.

10

For the purposes of Articles III. C. of this Lease, the leased premises shall be conclusively presumed to
comprise 40.0 acres, whether there be more or less.

1L Subject to the terms and conditions hereinafter set forth, this lease shall be for a term of Twenty-
four (24) months from the effective date hereof (hereinafter referred to as the "primary term"), and as long
thereafter as oil or gas is produced in paying commercial quantities from the leased premises or lands pooled
therewith.

Claim 3-1 Part 8 Filed 07/28/10 Desc Exhlbit C2 Page 1 of

III.  Lessee shall pay to Lessor monthly as a royalty:

A. On Oil (which for the purposes of this lease includes all hydrocarbons produced at the
well in liquid form by ordinary production methods), 25% of the amount received by Lessee for all oil produced
and saved from the leased premises, or, at Lessor's option, Lessee will deliver to Lessor's credit free of cost to
Lessor, in the pipe line or plant or storage tanks to which the well or wells may be connected, 25% of all oil
produced and saved from the leased premises. The royalties set forth herein for oil shall also be paid on all
gasoline or other petroleum products manufactured or extracted from any gas produced from the leased
premises, but Lessee may deduct from royalties on such gasoline or other petroleum products, the actual cost,
not to exceed the fair and reasonable cost, of such manufacture or extraction. No deductions for extraction costs
shall be made for liquid hydrocarbons recovered by use of drip, separator or similar apparatus on the flow line
of wells, and except as to gas being used for repressuring or recycling purposes, Lessee shall, prior to the sale or
use of gas from such well, install and use such apparatus on any well or wells capable of producing liquid
hydrocarbons in paying commercial quantities.

Case 10-33568-sgj11

B. On Gas (which for the purposes of this lease, includes all vaporous or gaseous substances
and specifically includes the residue gas remaining after manufacture or extraction of any gasoline or other
petroleurn products),

i. produced, saved and sold fro‘m.the leased premises, 25% of the amount received by
Lessee or 25% of the amount of the best price. which could have been received by Lessee in the exercise of
reasonable diligence, whichever is the higher; and/or.. ;

il. produced, saved and used off the leased premises, but not sold, 25% of the market

- 120

agreement of Lessee herein corntained, hereby grants, leases and lets exclusively unto Lessee (for the purpose of

wzsm-
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value at the time and place of use.

C. Where gas from a well producing gas only is not sold because there is no market or
demand therefor, Lessee may pay as royalty $50.00 per acre (subject to proportionate reduction as set forth in
Article VII below) per year, such payment to be made on or before the thirtieth (30th) day after the date that
such a well is shut in, and if such payment is timely made it will be considered that gas is being produced within
the meaning of Article II of this Lease.

D. Gas which may be disposed of for no consideration to Lessee through unavoidable waste
or leakage or in order to recover oil or other liquid hydrocarbons or returned to the ground shall not be deemed
to have been sold or used off the leased premises within the meaning expressed or implied of any part of this
Lease.

IV.  Notwithstanding anything contained in this lease to the contrary, if during the primary term of
this lease Lessee, its successors, agents, brokers or assigns, acquires an Oil, Gas and Mineral Lease within the
lands leased herein and within a one (1) mile radius of the outside boundaries of the lands leased herein for
bonus consideration, rentals and/or royalties on a per acre basis which exceed the bonus consideration, delay
rentals and/or royalties provided for in this lease, this lease shall promptly be amended to reflect the bonus
consideration, delay rentals and/or royalties identical to the consideration paid for the subsequent lease.

V. If at the expiration of the primary term oil and gas or any of them are not being produced on said
leased premises or on land pooled therewith but Lessee is then engaged in operations thereon, or if Lessee shall
have ceased operations or production on said l€ased premises or on land pooled therewith within ninety days
prior to expiration of the primary term, this Lease shall remain in force so long thereafter as the same or other
operations are prosecuted (on the same or different wells) with no cessation of more than ninety (90)
consecutive days and whether or not they result in the production of oil or gas and as long thereafter as oil or
gas are produced from or operations are prosecuted (on the same or different wells) on said leased premises or
on land pooled therewith, with no cessation of more than ninety (90) consecutive days. If after the expiration of
the primary term production should cease for any reason other than lack of market or demand for production,
this Lease shall remain in force so long thereafter as operations are prosecuted (on the same or different wells)
with no cessation of more than sixty (60) consecutive days, and whether or not said operations result in the

same or different wells on said leased premises or on lands pooled therewith with no cessation of more than
sixty (60) consecutive days. Whenever used in this Lease, the word "operations”" means and includes operations
for and the drilling, testing, completing, recompleting, reworking, deepening, plugging back or repairing of a
well or hole, repairing or replacing production equipment or any other operations in search of or in an effort to
obtain or reestablish production of oil or gas in paying quantities.

VI.  The rights of the Lessee may not be assigned except upon written consent of Lessor. Should
Lessor grant Lessee permission to assign all or a portion of this Lease or the rights thereunder, Lessee shall
remain primarily liable to Lessor for the performance of the terms, conditions, covenants and obligations of this
Lease, and such consent shall not serve to diminish the obligations of Lessee hereunder. Any assignment of all
or a part of this Lease by Lessee shall not be effective until such time as the transferee has executed a
ratification of this Lease which is acceptable to Lessor. The provisions hereof shall extend to the heirs,
successors and assigns of the parties hereto, but no change or division in ownership of the land, minerals or
royalties however accomplished shall operate to enlarge the obligation or diminish the rights of Lessee; and no
such changes in ownership shall be binding on Lessee nor impair the effectiveness of any payments made
hereunder until Lessee shall have been furnished, forty-five (45) days before payment is due, a certified copy of
recorded instrument evidencing any transfer, inheritance, sale or other change in ownership.

VIL. This Lease is executed WITHOUT WARRANTY OR COVENANT OF TITLE OR ANY
OTHER WARRANTY WHATSOEVER, EITHER EXPRESS OR IMPLIED; AND FURTHER, LESSOR
MAKES NO WARRANTY OR REPRESENTATION TO LESSEE THAT THE ACREAGE SUBJECT TO
THIS LEASE HAS NOT PRESCRIBED OR MAY NOT PRESCRIBE UNDER LOUISIANA LAW TO THE
DEROGATION OF LESSOR’S AND/OR LESSEE’S RIGHT, TITLE AND INTEREST THERETO. If
Lessor owns 2 mineral interest in the leased premises less than the entire fee simple estate, then the royalties and
other payments to be paid Lessor shall be reduced proportionately.

VII. LESSEE AGREES TO PROTECT, INDEMNIFY AND HOLD LESSOR HARMLESS, FREE
AND CLEAR OF AND FROM ALL LIENS, CLAIMS, DEMANDS, ACTIONS AND CAUSES OF ACTION
OF WHATSOEVER NATURE, INCLUDING - BUT NOT LIMITED TO ENVIRONMENTAL
INVESTIGATIONS, REGULATORY PROCEEDINGS OR LITIGATION, WITH ALL RELATED COURT
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COSTS AND ATTORNEY'S FEES, ARISING OUT OF OR IN CONNECTION WITH ALL OPERATIONS
CONDUCTED BY LESSEE AND/OR LESSEE'S CONTRACTORS, SUB-CONTRACTOR, LICENSEES,
EMPLOYEES, CONSULTANTS, AGENTS AND ALL OTHER PERSONS WORKING ON OR NEAR THE
LEASED PREMISES OR ACREAGE POOLED THEREWITH, AND AGREES TO PROMPTLY PAY ALL
BILLS OR COSTS FOR LABOR AND OTHER ITEMS RELATED TO CLAIMS OR DAMAGES
HEREUNDER. AS TO ANY WELL WHICH LESSEE HAS DRILLED ON THE LEASED PREMISES
WHICH CEASES PRODUCTION, LESSEE SHALL BE REQUIRED TO PLUG AND ABANDON SAME
AND SHALL ALSO LEVEL ALL DUMPS, FILL IN ALL PITS, REMOVE ALL DEBRIS AND
OTHERWISE RESTORE THE SURFACE OF JHE LAND TO SUBSTANTIALLY THE SAME
CONDITION AS IT WAS BEFORE THE COMMENCEMENT OF SUCH OPERATIONS. ALL
OPERATIONS CONDUCTED ON THE LEASED PREMISES SHALL COMPLY WITH ALL APPLICABLE
LAWS, REGULATIONS, ORDINANCES AND PERMITS.

IX.  All notices to be given Lessor pursuant to this Lease shall be given to Petro-Hunt, L.L.C.,
Attention: Pete Arnett, 1601 Elm Street, Suite 3400, Dallas, Texas 75201, whose telephone number is (214)
880-8434. .

X. All terms and express or implied covenants of this Lease shall be subject to all federal and state
laws, executive orders, rules or regulations, and this Lease shall not be terminated, in whole or in part, nor
Lessee held liable in damages for failure to comply herewith if compliance is prevented by any such law, order,
rule or regulation. ' '

XI. A. The term "Force Majeure" as used herein shall mean and include: Requisition, order,
regulation or control by governmental authority or commission, exercise of rights of priority or control by
governmental authority for national defense or war purposes resulting in delay in obtaining or inability to obtain
either material, equipment or means of transportation normally necessary in prospecting or drilling for oil or gas
or in producing, handling or transporting same from leased premises, war, acts of terrorism, scarcity of or delay
in obtaining materials or equipment, lack of labor or by means of transportation of labor or material, Acts of
God, insurrection, flood, strike or other things beyond the control of Lessee.

o B. If by reason of Force Majeure, as hetein defined, Lessee is prevented from or delayed in

arilling, completing or producing any offset well or wells for oil or gas on the leased premises or lands pooled
therewith, then while so prevented or during the period of such delay, Lessee shall be relieved from all
obligations whether express, implied or imposed on Lessee under this Lease, to drill, complete or produce such
well or wells on the leased premises or lands pooled therewith, and Lessee shall not be liable in damages and
this Lease shall not be subject to cancellation for failure of Lessee to drill, complete or produce such well or
wells during the time Lessee is so relieved from all obligations to do so.

XII. Notwithstanding anything to the contrary contained herein, after the end of the primary term, this
Lease shall not be continued in effect for a cumulative period of more than two (2) years by means of payment
of shut-in royalty (Article IIl. C.), by Force Majeure (Article XIL.) or by any other means or any combination of
the means mentioned herein, except the actual production of oil or gas or both in paying commercial quantities
from the leased premises or lands with which the premises are pooled hereunder or additional drilling
operations or reworking operations in compliance with Article V.

XII. Subject to Lessee’s safety rules and regulations, Lessee shall permit representatives of Lessor at
its sole cost, risk and expense to have full and free access at all times to the test well and to the derrick floor
whether such well is located on the leased premises or lands pooled therewith as to each well drilled on the
leased premises or on acreage pooled therewith. Léssee shall provide Lessor's representatives, at Lessee's
expense, the notices and information set forth on Exhibit "A" attached hereto, and the following information
immediately upon acquisition of same, to-wit: :

A. Copy of Application to Drill, location plat filed with the State Regulatory Body, a copy
of the Permit and Permit Number Issued in response thereto;

B. Derrick floor and ground level elevation;

C. Daily Drilling Report containing full information relative to the drilling progress (_)f said
test well, commencing with clearing the location and moving in material and equipment including all
current formation top calls; :

D. Copy of well record logs;
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" E. Properly notarized copy of the completion record form, if the test well is a producer, or a

_ properly notarized copy of the plugging and abandoning record, if the test well is a dry hole;

F. Core description and core analyses, if performed;
G. Record of open flow potential test in the event said well is a gas well;

H. Results of all tests made on sai'd well as and when made, including records of all drill
stem tests with copy of bottom hole pressure chart furnished by the service company, accurate
description of recovery and test results and copies of all other production test records;

I Two copies of an electrical log survey of the well bore from the bottom of the surface
casing to the total depth as well as two copies of any and all well or electrical logs, micrologs, section
gauges, temperature surveys, radioactive logs, mud analyses logs, drilling time logs and any and all logs
or surveys made of the well, except seismic velocity surveys, AS AND WHEN PRELIMINARY RUNS
THEREOF ARE MADE, and a composite log upon completion of the well. Lessor, at its sole expense
and risk (including payment of rig time and other expenses for which Lessee would otherwise be
responsible, and liability for damage to persons, property and the well) may lower geophones in the well
to make seismic velocity surveys as sole property of Lessor;

L. Upon request, samples of all cores, a set of formation drilling samples and representative
samples of fluid recovered on formation tests; and

K. A geological sample description log indicating all shows of oil and/or gas and geological
horizons made by a person qualified to make such log, except where this requirement is specifically
waived. .

Subject to Lessee’s safety rules and fegulations, Lessee shall permit representatives of Lessor at
its sole cost, risk and expense to have full and free access at all times to the test well and to the derrick
floor whether such well is located on the leased premises or lands pooled therewith as to each well
drilled on the leased premises or on acreage pooled therewith. Lessee shall notify Lessor of any of the
following events at the time and in the manner shown sufficiently in advance thereof to enable Lessor to
have a representative present at the well to witness:

i The spudding of said test well;

ii. All drill stem or any other tests of said well;

iii. - The running of any electrical log or other survey that Lessor is entitled to receive;

iv. Any coring operation;

v. The measurement of the total depth of said test well; and

vi. Any plugging operation.

Upon encountering any formation containing oil or gas in reasonably substantial quantity
or pressure, Lessee shall immediately hotify Lessor of such fact by orally informing Lessor's

representative at the well site or by notice to Lessor by telephone or telegraph at the address
provided above if such representative is not at the drill site.

L. Lessor, at its sole cost, risk and expense, may conduct any tests or logging it desires on a
well situated on the leased premises. Results from such operations shall be the sole
property of Lessor.

XIV. A. If Lessee drills a well on the leased premises and decides to plug and abandon said well

as a dry hole with or without having run casing therein, it shall inmediately notify Lessor of such decision and
shall furnish Lessor with a copy of the logs it is required to run pursuant hereto. Lessor shall have twenty-four
(24) hours (exclusive of Saturdays, Sundays and legal holidays), and after receipt of such notice and logs,
within which to elect to take over the well for the purpose of conducting such additional drilling, testing,
completion or other operations thereon as it desires. If Lessor elects not to take over the well or fails to advise
Lessee of its election within said period of time, then the well shall be forthwith plugged and abandoned by
Lessee at its sole risk, cost and expense.
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B. If Lessor elects to take over the well, it shall have the right to and shall promptly take
possession thereof and of such materials, equipment and drilling tools thereon, therein and at the well site,
owned or controlled by Lessee, which Lessor desires to use in connection with its further operations; Lessor
shall pay or reimburse Lessee for such materials, equipment and drilling tools so used, to the extent of such use,
as follows:

i The reasonable net salvage value of casing; materials and equipment in and on the well
which could have been salvaged by Lessee if Lessor had not taken over the well;

ii. Reasonable compensation for any materials and equipment at the well site owned or
controlled by Lessee which will have no salvage value after use by Lessor; and

iii. If Lessor elects to use the drilling tools and equipment in use at the well by Lessee, then
payment for such use shall be made:

a. at the going rate in the area if the tools belong to Lessee; or

b. at the rate set forth in the drilling contract if the tools belong to a drilling
contractor or other party controlled by Lessee.

If Lessor elects to use its own or other drilling tools, then Lessee shall, at its expense, promptly remove from the
well site the tools used by Lessee.

C. If Lessor takes over the well, then, and in that event:

1. Lessee shall be deemed to have released and relinquished to Lessor all of its right,
title and interest in and to the well, operating rights therein, production therefrom and the leased
premises included in the drilling, spacing and proration unit therefor;

il All operations thereon by Lessor after the take-over, including plugging and
abandoning, shall be at Lessor's sole risk and expense, but Lessor shall not be liable for any cost,
expense or obligation for or in connection with operations conducted on the well prior to such
take-over; and

10

ii. Notwithstanding anything herein to the contrary, Lessee shall not be deemed to
have released and relinquished to Lessor more than a proportionate interest in such well,
production and unit, which proportion shall be that which the leased premises derived hereunder
from Lessor bears to the total acreage in such unit.
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XV. Lessee, at its option, is hereby given the right and power at any time prior to the establishment of
production on the leased premises or acreage to be pooled therewith to pool or combine the leased premises
covered by this Lease, or any portion thereof (not to be less than 50% of the acreage described in this lease of
the total acreage pooled within any one unit), with other land, lease or leases and mineral interests in the
immediate vicinity thereof, when, in Lessee's judgment, it is necessary or advisable to do so in order to properly
explore, develop or operate said premises so as to promote the conservation of oil, gas or other minerals in and
under and that may be produced from said premises oz to prevent waste or to avoid the drilling of unnecessary
wells or to comply with the spacing or unitization order of any Regulatory Body of the State of Louisiana or the
United States having jurisdiction, provided however, that Lessor shall have the right to approve the size, shape
and configuration of any such unit so formed except a unit formed pursuant to a valid order of any Regulatory
Body having jurisdiction. The term "Regulatory Body" shall include any governmental officer, tribunal or
group (civil or military) issuing orders governing the drilling of wells or the production of minerals. Such
pooling shall be of adjacent tracts which will form a reasonably compact (but not necessarily contiguous) body
of land for each unit, and the unit or units so created shall not exceed forty (40) acres for each well for oil
exploration or production and one hundred sixty (160) acres each for each well for gas and gas-condensate
exploration or production unless a larger spacing pattern or larger drilling or production units (including a field
or pool unit) shall have been fixed and established by an order of a Regulatory Body of the State of Louisiana or
of the United States, in which event the unit shall be the same as fixed by said order. Lessee shall execute and
file for record in the Records of the Parish of CATAHOULA in which the land herein leased is situated a
declaration describing the pooled acreage; and upon such filing, the unit or units shall thereby become effective,
except that when a unit is created by order of a Regulatory Body the pooling shall be effective as of the
effective date of such order, and no declaration shall be required in connection therewith. The royalties herein
elsewhere specified shall be computed only on the proportionate part of the production from any pooled unit
that is allocated to the land herein described, and unless otherwise allocated by order of a Regulatory Body, the

Case 10-33568-sgj11
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amount of production to be so allocated from each pooled unit shall be that proportion of such total production
that the surface area of the land affected hereby and included in the unit bears to the total surface area of all the
lands included in such pooled unit. Drilling or reworking operations on or production of oil and/or gas from
land included in such pooled unit shall have the effect of continuing this Lease in force and effect during and
after the primary term as to all of the land covered hereby and as to all strata underlying said land, whether or
not such operations be or such production be from land covered hereby. Any unit formed by Lessee hereunder
must be created prior to the establishment of productien from the unit well. Separate units may be created for
oil and for gas or for separate stratum or strata of oil or gas, even though the areas thereof overlap, and the
creation of a unit as to one mineral or strata or stratum shall not exhaust the right of Lessee (even as to the same
well) to create different or additional units for other minerals or for other strata or stratum of the same or other
minerals. Lessee shall obtain Lessor's approval of any amendment to any unit formed pursuant to this Article
prior to such amendment, unless such unit is amended by order of a Regulatory Body. The failure of the
leasehold title (in whole or in part) to any tract or interest therein included in a pooled unit shall not affect the
validity of said unit as to the tracts or interests not subject to such failure, but the unit may thereafter be revised
as hereinafter provided. Lessee shall have the right and power to reduce and diminish the extent of any unit
created under the terms of this paragraph so as to eliminate from said unit any interest or lease to which title has
failed or upon which there is or may be an adverse claim. Such revision of the unit shall be evidenced by an
instrument in writing executed by Lessee which shall describe the lands included in the unit as revised and shall
be filed for record in the Records of the Parish of CATAHOULA where the lands herein are situated. The
revised declaration shall not be retroactive but shall be effective as of the date it is filed for record. Any unit
created by Lessee hereunder shall also be revised so as to conform with an order of a Regulatory Body issued
after said unit was originally established; such revision shall be effective as of the effective date of such order
without further declaration by Lessee, but such revision.shall be limited to the stratum or strata covered by said
order and shall not otherwise affect the unit originally created.

XVI. In the event a well or wells producing’oil or gas in paying quantities should be brought in on
adjacent land and such well or wells are draining the leased premises, Lessee agrees to drill offset wells or cause
an existing well or wells to be completed in the formation or horizon in which drainage is occurring. Lessee
agrees to drill such offset wells as a reasonably prudent operator would drill under similar circumstances. For
the purpose of this Article, it shall be conclusively presumed that an oil well within 660 feet or a gas well within

91,320 feet of the leased premises is draining the leased premises; it being understood, however, that this

conclusive presumption shall not preclude Lessor from claiming drainage from offset wells located at greater
distances from the leased premises but is merely for the purpose of obviating the necessity of proof of drainage
within the prescribed limits. Failure on the part of Lessee to comply with the provision of this Article within
sixty (60) days from the date that any such well causing drainage (as that term is defined in this Axticle) is
completed and commences production into a sale line or tank facility shall cause this Lease to terminate as to all
acreage offsetting the well draining the leased premises. In the event the cancellation or termination of this
provision under this Article, Lessee agrees and obligates itself to deliver to Lessor a recordable release of this
Lease as to acreage being drained. For the purpose of this Article, it shall be conclusively presumed that leased
lands within 660 feet from the drilling or proration unit for the offending oil well and within 1,320 feet from the
drilling or proration unit for the offending gas well are being drained unless a greater area is being drained, and
said release shall specify, describe or recite the greater of areas determined in the manner expressed in this
sentence.

XVII. Notwithstanding anything contained hegein to the contrary, at the expiration of the primary term
hereinabove recited, or, if Lessee is engaged in drilling, reworking, completion, or recompletion operations within
90 days prior to the expiration of the primary term, the end of the first ninety (90) consecutive day period after such
drilling, reworking, completion, or recompletion operations in which there were no operations for the drilling of a
new well on the leased premises or on land pooled therewith, whichever is later, this Lease shall automatically
terminate with respect to all the leased premises not then included within the surface boundaries of a production
and/or proration unit, and as to all depths, subject to the depth limitations set forth above, on a unit by unit basis,
below the stratigraphic equivalent of 100 feet below the deepest depth drilled in such unit.

XVIII. In the event of termination or forfeiture of this lease for any cause, in whole or in part, Lessee
shall promptly execute and record a proper instrument of release, releasing from the terms hereof all those
portions of the leased premises as to which said lease may have terminated or been forfeited; and Lessee shall
promptly furnish Lessor an executed certified recorded copy thereof.

XIX. Lessor shall have the continuing, separate and distinct right and option at all times and from time
to time, exercisable upon thirty (30) days notice either orally or in writing, to purchase all or any part of the
crude oil condensate, distillate, casinghead gasoline and other liquid hydrocarbons or either of them, herein
called "oil", produced and saved from or allocated to the interest leased to Lessee pursuant hereto. The price to
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be paid therefor shall be the price posted by the major oil purchaser for oil of like grade and gravity on the date
of delivery in the district where said leased premises are located, the average thereof if there be more than one
purchaser, or if there is no posted price, then the average price being paid for oil of like grade and gravity by the
purchasing companies buying oil in the field where such premises are located. Upon each exercise of such
option, the Lessor shall have the right to terminate such purchase at any time thereafter upon thirty (30) day’s
notice. .

XX. Prior to the commencement of drilling operations or to the construction of any roads, pipelines,
locations or other facilities on any part of the leased premises, Lessee shall notify Sustainable Forests, L.L.C.,
Attention: Regional Manager, P. O. Box 30001, Shreveport, Louisiana 71130, or the surface owner of record if
Sustainable is not the surface owner. Such notice shall include a survey plat showing the area to be used for the
proposed operation(s) and be provided for the purpose of determining surface damages.

XXI. Lessee shall exercise the right of access to the leased property described herein solely for the
business purposes of seeking, acquiring and producing oil and gas. No hunting, fishing or other activities are to
be conducted on said leased property which includes possession or discharging of firearms or other weapons.
There shall be no consumption, use or possession of alcohol or other prohibited or controlled substances on the
leased premises.

XXII. Notwithstanding anything herein to the contrary, it is distinctly understood that, at the conclusion
of any and all operations hereunder, the Lessee will return the land hereinabove described to its original
condition as reasonably possible and shall perform all acts necessary to fully remediate the leased premises to
render and leave same in full compliance with Louisiana State Order 29-B and/or any and all other federal or
state statutory or regulatory provisions and/or requirements.

XXIII. The foregoing grant is a non-exclusive privilege conveyed to Lessee hereunder, and Lessor
retains and reserves all of its ownership rights in said minerals, including but not limited to the right to acquire
its own seismic data on the lands subject to this agreement or to grant additional non-exclusive third party
permits and contractual rights thereto. Provided that Lessee can do so without violating any licensing
agreements, Lessee hereby agrees to provide Lessor copies of all seismic data shot by Lessee and/or Lessee’s
agents or assigns on the lands subject to this agreement. Lessee shall use its reasonable efforts to obtain

Sipproval under any licensing agreements to provide Lessor with such data, but failure to obtain such approval

after such efforts shall relieve Lessee from the obligation to provide the prohibited data to the Lessor. Said data
shall include the data covering the entire governmental section for any lands that data is acquired by Lessee on
Lessor’s lands covered herein.

XXIV. Lessee understands and agrees that all operations hereunder shall be conducted in accordance
and compliance with all applicable federal, state and local laws, rules, regulations and requirements, including
but not limited to, those relating to environmental and safety matters; and, it shall be the sole and exclusive
responsibility of Lessee to assure and enforce compliance with same. Failure by Lessee to fulfill the
requirements of this paragraph XXV shall constitute a breach of this OIL AND GAS LEASE, which, if not
cured by lessee within thirty (30) days of Notice to do so by Lessor, shall result in cancellation of this OIL AND
GAS LEASE by Lessor and termination of all of Lessee’s rights (but continuing all of Lessee’s clean-up and
remediation obligations) hereunder.

IN WITNESS WHEREOF this Lease is executed as of the date first mentioned above.

LESSOR

PETRO-HUNT, L.L.C.

MWL

Peter H. Amett

By: /?W/%/— @

BRUCE W. HUNT, President

ATTEST:.

By V" | % :
R. FRED HOSEY, Secretary
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LESSEE

AXIS ONSHORE, L.P.

Hoomiie— 7] R

Jamés P. Ryan

President
ACKNOWILEDGEMENTS
STATE OF TEXAS §
§
COUNTY OF DALLAS § \ L]'H‘

> f%% 2009
This instrument was acknowledged before me on this ﬁ day of , 2008; by

BRUCE W. HUNT, President of &Eﬂ?ﬁ@,—,ﬁUNT L.L.C., a Delaware limited liability company, on behalf of said
company. SUpN M: (g , -
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C") This instrument was acknowledged before me on this i f—L—- day of _M@ 2008, by
Elun 0. Pisan Pt ot horns for AXIS ONSHORE, LP,a

Bbabnssat Lot Gulmea b ROt Fs6ld _onngin

My Commission Expires:

-Sgj11

OTARY PUB TATE OF (6rAS

", CRISTINA R. HAYES )
“% Notary Public, Stete of Texas {1
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§ My Commission Expires  {§
May 28, 2012 {

127



Claim 3-1 Part 8 Filed 07/28/10 Desc Exhibit C2 Page 9 of

Case 10-33568-sgj11

10

EXHIBIT "A"

Attached to and made a part of that certain Oil and Gas Lease dated December 5, 2008, made, between
Petro-Hunt, L.L.C., ""Lessor", and AXIS ONSHORE, L.P., "Lessee", covering property situated in
Catahoula Parish, Louisiana.

Operator: _AXIS ONSHORE, L.P. Well:

Location:

PETRO-HUNT, L.L.C. requires the following information (including location plat with ground elevation,
approved drilling permit, and casing program with first report) to be provided by telephone, telecopy, email
or mail as indicated. The telephone numbers and mailing addresses are as follows:

Telephone: (214) 880-8442

FAX: - (214) 880-7101
(214) 880-7131

Email Address: phdailyreports@petrohunt.com

Mailing Address: Petro-Hunt, L.L.C.
Attn: Jesse Moffett
1601 Elm Street, Suite 3400
Dallas, Texas 75201

Imoffett@petrohunt.com

INFORMATION REPORTING PROCEDURE
Email or
Telephone Telecopy Mail

1. Location plat with elevation, Application to Drill, and Drilling X

Permit with number. . ’
2. Daily drilling report each morning of regular working day including X X
' clearing location and moving on location.
3. Allregulatory reports required to be filed while drilling. X
4. Mud log reports and final mud logs on detail and correlation scales. X
5. Final copy of core description. X X
6. Core Analysis. X X
7. Daily Completion Reports for all work & Location Tests X X
8. 24 hour notice of any DST'S. X X
9. 24 hour notice of any logging operations. X X
10. Records of all drill stem tests and test data with copy of bottom X

hole pressure chart from service company.
11. Three final prints and reproducible copy of all open . X

and cased hole Jogs on a 1"= 100", 2"=200' and 5"= 100’ scale.
12. Copy of all open hole Logs on LAS Format X
13. Two copies of all velocity surveys. X
14, Copy of all Regulatory completion reports including initial potential test. X
15. Plug and abandon report. X
16. Complete well history from spud to completion or plug and abandonment. X
17. Re-potential tests. X
18. Sundry notices. X
19. Regulatory monthly production reports. X

X

20. Payout reports and notice.

We reserve the right to request that any item of information listed above be provided to other individuals employed by Petro-Hunt,
L.L.C. .
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All other miscellaneous correspondence directed to this company such as, but not limited to, AFE proposals and proposals to drill
additional wells should be mailed to:

Petro-Hunt, L.L.C.

Attn: Pete Amnett

1601 Elm Street, Suite 3400
Dallas, Texas 75201

(214) 880-8434

Fax: (214) 880-7101

ADDITIONAL DISTRIBUTION
The information to be mailed above should also be mailed to the following individuals:

Dale Hostenske

1601 Elm Street, Suite 3400
Dallas, Texas 75201

(214) 880-7129

Fax: (214) 880-7101

Gene McLeod

300 Shell Oil Road

Brandon, Mississippi 39043 -
(601) 845-2252

Fax: (601) 845-4218

Charles Rigdon .
1601 Elm Street, Suite 3400
Dallas, Texas 75201

(214) 880-8413

Fax: (214) 880-7101

Claim 3-1 Part 8 fF1il(z)=:d 07/28/10 Desc Exhibit C2 Page 10
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OQIL AND GAS LEASE '/g/ﬁCl:J Fee NLB #—3

STATE OF LOUISIANA §

PARISH OF CATAHOULA  §

THIS AGREEMENT, made this 4th day of September, 1992, but effective as of August 11, 1992,
by and between PLACID OIL COMPANY, a Delaware Corporation with offices at Thanksgiving Tower,
1601 Elm Street, Suite 3800, Dallas, Texas 75201, hereinafter called "LESSOR" and JUSTISS OIL
COMPANY, INC., P.O. Box 1385, Jena, Louisiana 71342-1385 hereinafter called "LESSEE",
WITNESSETH THAT:

1. - Lessor in consideration of the royalties herein provided, and of the agreement of Lessee
herein contained, hereby grants, leases and lets exclusively unto Lessee (for the purpose of investigating,
exploring, prospecting and drilling for and producing oil and gas) the following described land in Catahoula
Parish, State of Louisiana to-wit:

Township 6 North, Range 6 East, Section 29: SEXNEY%

This lease shall be limited to strata and/or zones from the surface of the earth down to and including a depth
0f%$900 feet and its stratigraphic equivalent as found in the Placid Fee 29-8 #1 Well located on said Jands.
All other rights are reserved by Lessor.

For the purposes of Articles 3 (d) and 9 (c) of this lease, the leased premises shall be conclusively
presumed to comprise 40 acres, whether there be more or less.

2. Subject to the terms and conditions hereinafter set forth, this lease shall be for a term of
ninety (90) days from the date hereof (hereinafter referred to as the "primary term") and as long thereafter
as oil or gus is produced in paying quantities from the leased premises or lands pooled therewith.

3. Lessee shall pay to Lessor monthly as a royalty:

(a) On il (which tor the purposes of this lease includes all hydrocarbons produced at the
well in liquid form by ordinary production methods), 27.5% of the amount received by Lessee for all oil
produced and saved from the leased premises, or, at Lessor’s option, Lessee will deliver to Lessor’s credit
free of cost to Lessor, in the pipe line or plant or storage tanks to which the well or wells may be connected,
27.5% of all oil produced and saved from the leased premises. The royalties here set forth for oil shall also
be paid on all gasoline or other petroleum products manufactured or extracted trom any gas produced from
the leased premises, but Lessee may deduct fram royalties on such gasoline or other petroleum products,
the actual costs, not to exceed the fuir and reasonable cost, of such manufacture or extraction. No deduc-
tions for extraction costs shall be made for liquid hydrocarbons recovered by use of drip, separator or similar
apparatus on the flow line of wells, and except as to gas being used for repressuring or recycling purposes,
Legsee shall, prior to the sale or use of gas from such well, install and use such apparatus on any well or
wells capable of producing liquid hydrocarbons in paying commercial quantities.

(b) On gas (which for the purposes of this lease, includes all vaporous or gaseous sub-
stances and specifically includes the residue gas remaining after manufacture or extraction of any gasoline
or .other petroleum products),

i) produced, saved und sold from the leased premises, 27.5% ot the amount
received by Lessee or 27.5% of the amount of the best price whick could have been received hy Lessee in
the exercise of reasonable diligence, whichever is the higher,

(ii) produced, saved and used off the leased premises, but not sold, 27.5% of the
market value at the time and place of use.

(c) On oil or gas sold (or used but not sold) outside the field from which produced,
Lessee may deduct, from the royalties set forth in (a) and (b) above, the actual cost, not to exceed the fair
value of transporting same from the field to the point of sale or, if same is not sold, to the point of use.

(d) Where gas from a well producing gas only is not sold because of no market or
demand therefor, Lessee may pay as royalty $5.00 per acre (subject to proportionate reduction as set torth
in Article 6 below) per year, such payment to be made on or before the thirtieth (30th) day after the date
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that such a well is shut in, and upon such payment it will be considered that gas is being produced within
the meaning of Article 2 of this lease.

(e) Gas which may be disposed of for no consideration to Lessee, through unavoidable
waste or leakage, or in order to recover oil and other liquid hydrocarbons, or returned to the ground, shall
not be deemed to have been sold or used off the leased premises, within the meaning expressed or implied
of any part of this lease.

4. If at the expiration of the primary term, oil and gas or any of them are not being produced
on said leased premises or on land pooled therewith but Lessee is then engaged in operations thereon, or if
Lessee shall have ceased operations or production on said leased premises or on land pooled therewith within
ninety (90) days prior to expiration of the primary term, this Lease shall remain in force so long thereatter
as the same or other operations are prosecuted (on the same or different wells) with no cessation of more
than ninety (90) consecutive days, and, whether or not they resuit in the production of oil or gas as long
thereafter as oil or gas are produced from or operations are prosecuted (on the same or different wells) on
said leased premises or on land pooled therewith, with no cessation of more than ninety (90) consecutive
days. Whenever used in this Lease, the word "Operations” means and includes operations for and the min-
ing, drilling, testing, completing, recompleting, reworking, deepening, plugging back or repairing of a well
or hole, repairing or replacing production equipment, or any other operations,’in search for or in an effort
to obtain or reestablish praduction of oil or gas and includes the production of leased substances whether
or not in paying quantities. All operations hereunder shall be deemed to be continuously prosecuted if not
more than ninety (90) consecutive days elapse between the completion of all operations at one well or loca-
tion and the commencement or recommencement of operations at the same or, another well or location.

5. The rights of the Lessee may not be assigned except upon written consent of Lessor. The
provisions hereof shall extend to the heirs, successors and assigns assigns of the parties hereto, but no
change or division in ownership of the land, minerals or royalties however accomplished shall operate to
enlarge the obligations or diminish the rights of Lessee; and na such changes in ownership shall be binding
on Lessee nor impair the etfectiveness of any payments made hereunder until Lessee shall have been furnish-
ed, forty-five (45) days before payment is due, a certified copy of recorded instrument evidencing any trans-
fer, inheritance, sale or other change in ownership.

6. This lease is executed WITHOUT WARRANTY OR COVENANT OF TITLE OR ANY
OTHER WARRANTY WHATSOEVER, EITHER EXPRESS OR IMPLIED EVEN AS TO THE RETURN
OF THE CONSIDERATION THEREFOR. If Lessor owns a mineral interest in the leased premises less
than the entire fee simple estate, then the royalties to be paid Lessor shall be reduced proporticnately.

7. All notices to be given Lessor pursuant to this lease shall be given to Placid Oil Company,
Attention: Land Manager, Land Department, 3800 Thanksgiving Tower, Dallas, Texas 75201. -

8. All terms and express or implied covenants of this lease shall be subject to all Federal and

State Laws, executive orders, rules or regulations, and this lease shall not be terminated, in whole or in part

" nor Lessee held liable in damages, for failure to comply herewith, if compliance is prevented by any such
law, order, rule or regulation.

9. (a) The term "Force Majeure” as used herein shall mean and include: Requisition,
order, regulation or control by governmental authority or commission, exercise of rights of priority of
control by governmental authority for National Defense or war purposes resulting in delay in obtaining or
inability to obtain either material, equipment or means of transportation normally necessary in prospecting
or drilling for oil or gas, or in producing, handling or transporting same from leased premises; war; scarcity
of or delay in obtining materials or equipment; lack of labor or by means of transportation of labor or
material; Acts of God; insurrection; flood; strike; or other things beyond the control of Lessee.

(b) If by reason of Force Majeure as herein defined, Lessee is prevented from or delay-
ed in drilling, completing or producing any oftset well or wells for oil or gas on the leased premises or lands
pooled therewith, then while so prevented or during the period of such delay Lessee shall be relieved from
all obligations whether express or implied, imposed on Lessee under this lease, to drill, complete or produce
such well or wells on the leased premises or lands pooled therewith, and Lessee shall not be liable in dam-
ages and this lease shall not be subject to cancellation for failure of Lessée to drill, complete or produce such
well or wells during the time Lessee is so relieved trom all obligations to do so.

(c) If upon or at any time after the expiration of the primary term hereof, while this
lease is in force, Lessee cannot maintain same in effect because prevented by Force Majeure from fulfilling
the particular requirement (operations on or continued production from the leased premises or lands pooled
therewith, as the case may be) Lessee may continue this lease in effect during the time of the existence of
such Force Majeure by payment to Lessor of an amount equal to $5,00 per acre on or betore the end of the
primary term or on or before the thirtieth (30th) day after the occurrence of Force Majeure, whichever is
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the later date, and the payment to Lessor of an amount equal to $5.00 per acre every sixty (60) days there-
after for so long as such Force Majeure exists. Such payments when made shall continue this lease in effect
for the time period specitied within this Article. Any such payment shall be subject to proportionate reduc-
tion as set forth in Article 6 above. Nothing herein shall impair the right of Lessee to release this lease as
to all or any portion of the leased premises and be relieved of all obligations thereafter accruing as to the
acreage released.

10. Notwithstanding anything to the contrary contained herein, after the end of the primary term,
this lease shall not be continued in effect for a cumulative period of more than one (1) year by means of pay-
ment of shut-in royalty (Article 3 (d)), by Force Majeure (Article 9) or by any other means or any combina-
tion of the means mentioned herein, except the actual production of oil or gas or both in paying quantities
from the leased premises or lands with which the premises are pooled hereunder or additional drilling opera-
tions or reworking operations in compliance with Article 4.

11. Lessee agrees to protect, indemnify and hold Lessor harmiess, free and clear of and from
all liens, claims, demands, actions and causes of action whatsoever nature, arising out of or in connection
with all operations conducted by Lessee on the leased premises or acreage pooled therewith, and agrees to
promptly pay all bills for fabor and other items. If any well which is drilled on the leased premises is
plugged and abandoned, Lessee shall level all dumps, fill in all pits, remove all debris, 2nd otherwise restore
the surface of the land to substantially the same condition as it was before the commencement of such opera-
tions.

12. As to each well drilled on the leased premises or acreage pooled therewith, Lessee shall pro-
vide Lessor, at Lessee’s expense, at the address set forth in Article 7 hereof the following information
immediately upon acquisition of same, to-wit: .

A. . Copy of Application to Drill and location plat filed with the State Regulatory Body;
and copy of Permit, and permit number, issued in response thereto.

B.  Derrick tloor and ground lev.el elevation,

C.  Daily Drilling Report by prepaid telephone calls to Placid Oil Company Drilling Depart-
ment, 214-880-1254, containing full information relative to the drilling progress of said test well, commenc-
ing with clearing the location and moving in material and equipment including all current formation top calls.

D.  Copy of well record log.

E. . A copy of the completion record form, if the test well is a producer; or a copy of the
plugging and abandoning record, if the test well is a dry hole; all such copies to be properly notarized.

F.  Core description and core analyses, it run.
G.  Record of open flow potential test in the event said test well is a gas well.

H.  Results of all tests made on said well as and when made, including records of all drill
stem tests with copy of bottom hole pressure chart furnished by the service company, accurate description
of recovery and test results, and copies of all other production test records.

L Two copies of an electrical log survey of the well bore from the bottom of the surface
casing to the total depth as well as two copies of any and all well or electrical logs, micrologs, section
gauges, temperature surveys, radioacive logs, mud analyses logs, drilling ime logs and any and all logs or
surveys made of the well, except seismic velocity surveys, AS. AND WHEN PRELIMINARY RUNS
THEREOF ARE MADE, and a composite lag upon completion of the well. Lessor, at its sole expense and
risk (including payment of rig time and other expenses for which Lessee would otherwise be responsible,
and liability for damage to persons, property and the well) may lower geophones in the well to make seismic
velocity surveys as sole property of Lessor.

J. Upon request, samples of all cores, a set of formation drilling samples, and representative
samples of fluid recovered on formation tests.

K. A geological sample description log indicating all shows of oil and/or gas, and geological
horizons, made by a person qualified to make such log except where this requirement is specifically waived.

L. Date of First Production.
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Lessee shall permit representatives of Lessor to have full and free access at all times to the test
well and to the derrick floor whether such well is located on the leased premises or lands pooled therewith.
Lessee shall notify Lessor of any of the following events at the time and in the manner shown sufficiently
in advance thereof to enable Lessor to have a representative present at the well to witness:

. The spudding of said test well;

2. All drill stem or any other tests of said test well;

3. The running of any electrical log or other survey that Lessor is entitled to receive;
4, Any coring operation;

5. The measurement of the total depth of said test well;

6. Any plugging operation.

Upon encountering any formation containing oil or gas in reasonably substantial quantity or pres-
sure, Lessee shall immediately notify Lessor of such fact by orally informing Lessor’s representative at the
well site, or by notice to Lessor by telephone or telegraph at the address provided in Article 7 hereof if such
representative is not at the drill site.

13.  Lessee, at its option, is hereby given the right and power at any time prior to the establishment
of production on the leased premises or acreage pooled therewith, to pool or combine the leased premises
covered by this lease, or any portion thereof, with cther land, lease or leases and mineral interests in the
immediate vicinity thereof, when, in Lessee’s judgment, it is necessary or advisable to do so in order to |
properly explore or develop or operate said premises so as to promote the conservation of oil, gas or other
minerals in and under and that may be produced from said premises or to prevent waste or to avoid the drill-
ing of unnecessary wells or to comply with the spacing or unitization order of any Regulatory Body of the
State of Louisiana or the United States having jurisdiction, provided however, that Lessor shall have the
Tight to approve the size, shape and configuration of any such unit so formed except 2 unit formed pursuant
to a valid order of any Regulatory Body having jurisdiction. The term "Regulatory Body" shall include any
governmental officer, tribunal or group (civil or military) issuing orders governing the drilling of wells or
the production of minerals. Such pooling shall be of adjacent tracts which will form a reasonably compact
(but not necessarily contiguous) hody of land for each unit, and the unit or units so created shall not exceed
forty (40) acres for each well for oil exploration or production and one hundred sixty (160) acres each for
each well or gas and gas-condensate exploration or production unless a larger spacing pattern or larger drill-
ing or production units (including a field or pool unit) shall have been tfixed and established by an order of
a Regulatory Body of the State of Louisiana or ot the United States, in which event the unit shall be the
same as fixed by said order. Lessee shall execute and file for record in the Records of Catahoula Parish,
Louisiana in which the land herein leased is situated a declaration describing the pooled acreage; and upon
such filing, the unit or units shall thereby become effective, except that when a unit is created by order of
a Regulatory Body the pooling shall be effective as of the effective date of such order, and no declaration
shall be required in connection therewith. The royalties herein elsewhere specified shall be computed only
on the proportionate part of the production from any pooled unit that is allocated to the land herein de-
scribed; and unless otherwise allocated by order of a Regulatory Body, the amount of production to be allo- -
cated from each pooled unit shall be that proportion of such total production that the surface area of the land
affected hereby and included in the unit bears to the total surface area of all the lands included in such pool-
ed unit. Drilling or reworking operations on or production of oil, gas or other minerals from land included
in such pooled unit shall have the eftect of continuing this lease in force and etfect during or after the pri-
mary term as to all of the land covered hereby (including any portion of said land not included in said unit
and as to all strata underlying said land, whether or not such operations be or such production be from land
covered hereby. Any unit formed by Lessee hereunder must be created prior to the establishment ot produc-
tion from the unit well. Separate units may be created for oil and for gas, or for separate stratum or strata
of oil or gas, even though the areas thereof overlap, and the creation of a unit as to one mineral or strata
or stratum shall not exhaust the right ot Lessee (even as to the same well) to create different or additional
units for other minerals or for other strata or stratum of the same or other minerals. Lessee shall obtain
Lessor's approval of any amendment to any unit formed pursvant to this Article, prior to such amendment,
unless such unit is amended by order of a Regulatory Body. The failure of the leasehold title (in whole or
in part) to any tract or interest therein included in a pooled unit shall not atfect the validity of said unit as
to the tracts or interests not subject to such failure, but the unit may thereafter be revised as hereinafter pro-
vided. Lessee shall have the right and power to reduce and diminish the extent of any unit created under
the terms of this paragraph so as to eliminate from said unit any interest or lease to which title has tailed
or upon which there is or may be an adverse claim. Such revision of the unit shall be evidenced by an
instrument in writing executed by Lessee, which shall describe the lands included in the unit as revised and
shall be filed for record in the Records of Catahoula Parish, Louisiana where the lands herein are situated.
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The revised declaration shall not be retroactive but shall be effective as of the date it is filed for record.
Any unit created by Lessee hereunder shall also be revised so as to conform with an order of a Regulatory
Body issued after said unit was originally established; such revision shall be effective as of the effective date
of such order without further declaration by Lessee, but such revision shall be limited to the stratum or strata
covered by said order and shall not otherwise affect the unit originally created.

14.  In the event a well or wells producing oil or gas in paying quantities should be brought in on
adjacent land and such well or wells are draining the leased premises, Lessee agrees to drill otfset wells or
cause an existing well or wells to be completed in the formation or horizon in which drainage is occurting,
Lessee agrees to drill such offset wells as a reasonably prudent operator would drill under similar circum-
stances. For the purpose of this Article, it shall be conclusively presumed that an oil well within 660 feet
or a gas well within 1320 feet of the leased premises is draining the leased premises; it being understood,

- however, that this conclusive presumption shall not preclude Lessor from claiming drainage from offset wells
located at greater distances trom the leased premises, but is merely for the purpose of obviating the necessity
of proof of drainage within the preseribed limits. Failure on the part of Lessze te comply with the provision
of this Article within thirty (30) days from the date that any such well causing drainage (as that term is de-
fined in this Article) is completed shall cause this lease to terminate as to all acreage offsetting the well
draining the leased premises. In the event the cancellation-or termination of this provision under this Article,
Lessee agrees and obligates itself to deliver to Lessor a recordable release of this lease as to acreage being
drained. For the purpose of this Article, it shall be conclusively presumed that leased lands within 1320 feet
from the drilling or proration unit for the offending oil well and within 2640 feet from the drilling and prora-
tion unit for the offending gas well are being drained unless a greater area is being drained, and said release
shall specify, describe or recite the greater of areas determined in the manner expressed in this sentence.

15.  Notwithstanding anything to the contrary contained herein, at the end of the primary term herein-
before recited, this lease shall terminate with respect to all of the leased premises which is not included with-
in the surface boundaries of a production and/or proration unit (as that term is detined in this lease) from
which oil and/or gas is not being produced.

16.  Lessor shall have the continuing, separate and distinct right and option at all times and from time
to time, exercisable upon thirty (30) days’ notice either orally or in writing, to purchase all or any part of
the crude oil, condensate, distillate, casinghead gasoline, and other liquid hydrocarbons, or either of them,
herein called "oil", produced and saved from or allocated to the interest leased to Lessee pursuant hereto.
The price to be paid therefor shall be the price posted by the major oil purchaser for oil of like grade and
gravity on the date of delivery in the district where said leased premises are located, the average thereof if
there be more than one purchaser, or if there is no posted price, then the average price being paid for oil
of like grade and gravity by the purchasing companies buying oil in the field where such premises are
located. Upon each exercise ot such option, the Lessor shall have the right to terminate such purchase at
any time thereafter upon thirty (30) days’ notice.

17. Inorder to secure the payment of Lessor's royalties, rentals and other sums which may become
due and owing to Lessor under the terms hereof, Lessee does hereby pledge, transter, assign, and convey
unto Lessor, all Lessee’s right, title and interest in and to this Lease, and all Oil, Gas and Minerals in and
under and which may be produced from the lands covered hereby, together with the proceeds of the sale of
such production and all accounts receivable arising from the sale thereof. The maximum amount of indebt-
edness secured by this pledge shall not exceed $10,000,000.00. It Lessee fails to pay such royalties, as same
become due and owing, Lessee does hereby agree to pay interest on the amount thereof at the rate of 12%
per annum until paid in full. Lessor directs and authorizes any and all purchasers of such oil, gas or other
minerals produced trom this lease and mineral rights to pay to said Lessee all of such proceeds until such
time as purchasers have received written notice from Lessor of Lessee’s default in payment of royalties,
rentals or other sums due hereunder, together with a certified copy of this Lease with such pledge and as-
signment of production contained therein. Such purchasers shall be entitled to rely upon such written notice
from Lessor of said default without further proot or evidence thereof, and shall, after receipt of same, pay
to Lessor all such production and proceeds therefrom until such purchasers have been furnished with evi-
dence that all indebtedness secured hereby has been paid and Lessee authorizes said Lessor to receive and
collect all sums derived from said production, and the proceeds theicot, and no purchaser of production shall
have any responsibility for the application of funds so paid to said Lessor. Lessee grants to Lessor the
power of attorney (coupled with an interest) to-execute on behalf of Lessee any division order or transfer
order or similar contract or agreement necessary or useful to effectuate this pledge and assignment of pro-
duction and other rights conveyed to Lessor as security for such indebtedness when necessary in Lessor's
sole discretion to provide for payment of the royalties due Lessor hereunder. Lessee further agrees to exe-
cute and deliver, as requested by said Lessor, any and all transter or division orders or other instruments
submitted by any purchaser of production for the purpose of effectuating payment of such production or pro-
ceeds therefrom to said Lessor. Lessee authorizes said Lessor to apply all funds received by it under and
by virtue of this pledge and assignment first to the payment of interest due on indebtedness secured by this
pledge and then in reduction of the principal of such indebtedness, provided that said Lessor may, at its
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option, and from time to time, release to Lessee any sums recejved, or portions thereof, in which event the
said interest, and said indebtedness, shall be paid and extinguished only to the extent of the actual application
of such funds to the payment thereof. Said Lessor and its successors may, but shall not be obligated to, en-
force collection of such proceeds and shall not be subject to any liability or responsibility therefor, except
to account to Lessee for funds actually received in excess of those applied to any indebtedness secured here-
by. Lessee agrees to indemnify and hold harmless the lessor against any and all liabilities, actions, claims,
judgments, costs, charges and attorneys® fees by reason of the assertion that the Lessor has received, either
before or after the payment in full of the indebtedness secured hereby, funds from the production of oil, gas,
other hydrocarbons and other minerals from this lease claimed by third persons, and the Lessor shall have
the right to defend against any such claims or actions, employing attorneys of its own selection, and if not
turnished with indemnity satisfactory to'the Lessor, the Lessor shall have the right to compromise and adjust
any claims, actions and judgments. In addition to the right to be indemnified as herein provided, all amounts
paid by the Lessor in compromise, satisfaction or discharge of any such claim, action or judgment and all
court costs, attorneys’ fees and other expenses of every character incurred by the Lessor shall constitute
indebtedness secured by this pledge and shell bear intsrest at the rate of twelve percent (12 %) per annum
until paid. Nothing contained in this paragraph shall detract trom or limit the obligations of Lessee as pro-
vided in this Lease, regardless of whether the proceeds of runs herein assigned are sufficient to discharge
any and all such obligations; and the rights under this pledge and assignment of runs shall be cumulative of
all other security of any and every character now or héreafter existing to secure the payment of royalties,
overriding royalties, and all other indebtedness or other obligations secured hereby.

18.  This lease is made in accordance with and fully subject to all the terms and conditions of that

-certain Farmout Agreement dated April 27, 1990, as amended, between Placid Oil Company, but not limited
to Paragraph 30, Call on Oil. Said Farmout Agreement is incorporated herein by reference for all purposes,

IN WITNESS WHERECF, this lease is executed as of the date first written above.
WITNESSES: : PLACID OIL COMPANY (Lessor)

&;H/OJ‘Q/ -
o (Pfo Cloiding

’ . Lc%//\/ )
&//ﬁ z P.’G. CLARKE, Vice President %} A+

DANIEL R. ROBINSON, Secretary

ATTEST:

JUSTISS OIL COMPANY (Lessee)

By:wl, 4&"1/'«~ ﬂu«—L /ﬂ[ '

. B, Mcchrtney J.
Vice President

ES:

ATTEST:

/)
R. L. Wood
Secretary-Treasurer
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. BEFORE ME, a Notary Public in and tfor the State of Texas, on this day personally appeared P. G.
Clarke, Vice President of PLACID OIL COMPANY, known to me to be the person and officer whose name
is subscribed to the foregoing instrument and acknowledge to me that he executed the same for the purposes
and consideration therein expressed and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the .5 day of L chec

1992.
. .. . ’:{;7 * .4/ :;7 v '
My Commission Expires: CREANL 21 A T2 lle L
7\ T2
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NOTARY PUBLIC (f
STATE OF TEXAS

STATE OF LOUISIANA §
: §
PARISH OF LASALLE §

BEFORE ME, the undersigned, a Notary Public in and for said County and State, on &ﬁs day

personally appearedy, B, McCartpey, Jr. , Vice President of JUSTISS OIL COMPANY,
known to me to be the person whose name is subscribed to the foregoing instrument and acknowledge to me
that he executed the same for the purposes and consideration therein expressed, and in the capacity therein

stated..

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the 14th day of _October ,
1992.

My Commission is' issued for life. Print name: James T. Nugent

NOTARY PUBLIC

STATE OF LOUISIANA
PARISH OF LASALLE

Stetoe of Loulsiana
Parish of Catahouls 7
| horeby certify thaz this is @ wue copy of the__ L.
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Petro-Hunt, L.L.C -
1601 Elm St., Suite 3400
Dallas, Texas 75201
(214) 880-8434/ (214) 880-7101 fax

August 20, 2008

TDE Property Holdings, LP
16610 Dallas Parkway, Suite 2500
Dallas, TX 75248

Re: Consent to Assignment
OGL dated September 4, 1992
Placid Oil - Justiss Oil Company, Inc.
Recorded in Book 168, Page 299
Catahoula Parish, Louisiana

Gentlemen:

Reference is hereby made to that certain Oil and Gas Lease dated September 17, 2005 by and between
Placid Oil Company, as Lessor and Justiss Oil Company, Inc., as Lessee, covering:

Township 6 North — Range 6 East
Section 29: SE/4NE/4

Subject lease being limited to the strata and/or zones from the surface of the earth down to and
including a depth of 5,900 feet and its stratigraphic equivalent as fount in the Placid Fee 29-8 #1 well
located on said lands with Lessor reserving all other rights,

In accordance with Paragraph 5. of subject lease, Petro-Hunt, L.L.C. hereby grants its consent for Justiss

Oil Company, Inc. to assign all of its right title and interest in and to the aforementioned lease to TDE
Property Holdings, LP, whose address is 16610 Dallas Parkway, Suite 2500, Dallas, TX 75248

The consent granted herein is with the explicit understanding that TDE Property Holdings, LP and its
operator, AXIS ONSHORE, LP shall be subject to all terms and conditions of subject lease agreement.
Also, as of a condition of the consent herein granted, TDE Property Holdings, LP hereby agrees to provide
Petro-Hunt L.L.C. a copy of the recorded instrument of conveyance.

Petro-Hunt, L.L.C.

é///ﬁ%
‘Bruce W. Hunt @
President




Case 10-33568-sgj11 ~€laim 3-1 Part 10f Filed 07/28/10 -Desc Exhibit C4 Page 1
.- of 36 .

FARMOUT AGREEMENT

THIS -AGREEMENT, made May 4, 1989 by and between the following parties:
FIRST PARTY:

Placid 0il Company
3900 Thanksgiving Tower
Dallas, TX 75201

SECOND PARTY:

El Toro 01l Company
P. 0. Drawer M
Natchez, Mississippi 39120-1057

WITNESSETH THAT, First Party claims to be the owner of fee wmineral
interests and/or oil and gas mining lease(s), or interest(s) therein,
insofar as said lease(s) and/or fee mineral interests cover certain land,
said lease(s) and/or fee mineral interests and said land being more
particularly described on the Schedule of Leases and/or Fee Mineral
Interests attached hereto, made a part hereof for all purposes and marked
Exhibit "“A" for identification. The parties hereto have reached an
agreement whereby First Party is to sublease and/or lease to Second Party
said lease(s) and/or fee mineral interests, or an interest therein as
provided below, subject to the reservations, terms and conditioms of this
agreement. NOW, THEREFORE, the premises considered, it is agreed as
follows:

(1) On or before August 4, 1989 Second Party shall
commence or cause to be commenced the actual drilling with suitable
rotary tools of a test well for oil and gas at the following location in
Catahoula Parish, Louisiana.

At a legal location subject to First Party's approval in
Township 6 North, Range 6 East
Section 29: SEX%

and shall thereafter continue or cause to be continued the drilling
_ thereof with due diligence and in a workmanlike manner to the following
" objective depth:

6,000 feet, or a depth sufficient to adequately test the Wilcox
formation.

(2) The entire risk, cost and expense of drilling, testing,
completing, equipping to and including lease tanks if said test well is a
producer, and of plugging and abandoning the same in accordance with
applicable laws and regulations of any governmental authority having
jurisdiction if said test well is a dry hole, shall be borme solely by
Second Party; and First Party shall not be subject to any obligation or
liability whatsoever in connection therewith.

(3 During the course of drilling of said test well Second

Party shall save and preserve samples of drill cuttings made at such

intervals as 1s usual and customary in the area where said test well is

located, shall adequately test to First Party's satisfaction each

prospectively productive formation and all showings of oil and gas which

. may be encountered which would be tested by a reasonable and prudent

operator, and shall otherwise make a bona fide effort to complete said
test well as a producer of oll and gas in paying quantities.

( 4) Second Party shall permit representatives of First Party
to have full and free access at all times to the test well and to the
derrick floor, shall furnish saild representatives full and complete
information as and when received relative to all cores taken, drill stem

neATm A
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tests wade, electrical logs rum, formations encountered, and all othern
pertinent information obtained im the drilling of said well,

( 5) Second Party covenants and agrees to furuish to First Party
at Second Party's expense, as part of the consideration for the execution
of this agreement by First Party, the data, notices and informationo on
Exhibit "B" at the time the particular operation 1is performed or the
particular report or other instrument 1is made or 1s filed with the
appropriate regulatory body, regardless of whether said test well 1is
completed as a producer or as a dry hole.

( 6) In the event Second Party wishes to drill saild test well
below the depth or formation hereinabove indicated, it must first receive
written permission from First Party. First Party shall be entitled at
all times to all the rights, privileges, information and reports herein

mentioned with respect to all operatioms to the total depth of szid test
well. .

«7n Although First Party claims to be the owvmer of the
lease(s) and/or fee mineral interests described in Exhibit "A", it is
expressly understood that First Party unevertheless does not make and has
not agreed to make any representation or warranty with respect to the
exteut of the 1{nterest to be subleased and/or leased hereunder, the
‘mineral interests covered thereby, and whether or mot said lease(s)
and/or fee mineral interests are in force or held ‘by production; and
First Party shall not be obligated to perform any title curative work
with respect to said lease(s) and/or fee mimeral interests or furnish any
abstracts or other title material, other than to furmish to Second Party
for examination such abstracts or title papers as are now in First
Party's possession.

(8) This agreement 1s not intended to create and nothing
contained herein shall be construed to create an association, a trust, a
joint venture, a2 mining partnership or other partnership or eatity of any
kind, nor to constitute Second Party the agent of First Party.

(9D Second Party agrees to protect, indemnify and hold First
Party harmless, free and clear of and from all liens, claims, demaunds,
actions and causes of action of whatsoever nature, arising out -of or in
connection with the drilling, testing and completing of said test well,
and agrees to promptly pay all bills for labor and other items, If said
test well 1s completed as a dry hole and plugged and abandoned, - Second
Party shall level all dumps, fill in all pits, remove all debris, and
otherwise restore the surface of the land to substantially the same
condition as 1t was before the commencement of such operatioms. Second
Party shall promptly settle all locations and .surface damage claims and
hold First Party harmless for any such claims. In the event First Party
is required to settle such claims, Second Party shall promptly reimburse
First Party one hundred percent (100%) of the costs incurred including
any attorney fees.

(10) Time 1is expressly made of the essence of this agreemeat,
however, Second Party shall not be liable in dawmages for failure to
commence, drill, test or complete the said test well in the manner set
forth herein, or for the failure to furnish to First Party the reports,
notices and information as herein provided, but such failure shall result
in the loss to Second Party of the right to receive the sublease and/or
lease as hereilnafter set out and in such event, all obligations and
liabilities of First Party hereunder shall cease. .

) (11) This agreement 1s subject to all valid applicable federal,
state and local laws and all valid, applicable rules, ‘orders aund
regulations of any duly constituted federal, state or local regulatory
body or authority having jurisdiction thereof, and all development and
operations hereunder shall be conducted im conformity with the letter and
intent thereof, 1including but mnot limited to, those 1laws and/or
regulations dealing with Equal Opportunity Employment and envirounmental
protection. : . .

(12) It 1is expressly understood that the terms of this

agreement shall be binding upon the parties hereto, their successors and
assigns, provided, however, that neither Second Party nor anyone who

naAm A
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succeeds to its interest may assign this contract in whole or ia part
without first securing First Party's written cousent thereto.

(13) A. Unless to do so would violate or subject either psarty
hereto to penalties or liabilities under any state, federal, municipal or
common law, governmental rules and regulatioms, or express provisions or
implied obligations 1in lease(s) and/or fee mineral interests owned by
First Party, Second Party agrees, in order to prevent waste, protect
correlative rights and 1increase the ultimate recovery of oil and gas,
that if said test well is drilled and completed as provided herein, then
the leased tract on which sald test well 18 located and all other
lease(s) and/or fee mineral interests owned or acquired by Second Party
covering acreage in the same pool or reservoir 1f said test well is
completed as a producer of oil or gas, or sald leased tract on which said
test well 1s located and all other lease(s) and/or fee mineral interests
owned or acquired by Second Party coverimg acreage in the immediate
vicinity of said test well 1if the same 1s completed as a dry hole, shall
be developed, if Second Party or his successors and assigns elect to
develop the same by further drilling thereon, by drilling not more than
one well per minimum drilling unit, as rhat term is hereinafter defined.

B. Second Party further agrees to confer with First Party, at
least fifteen (15) days prior to any hearing before any regulatory body,
state, federal, or local, having jurisdiction thereover, regarding any
proposed field spacing or operating rules with respect to the pool or
reservolr in which said test well is completed or with respect to acreage
in the immediate vicinity thereof, to the end that the parties hereto
shall attempt to arrive at and present to said regulatory body a mutually
acceptable development program which will prevent waste, protect
correlative rights, and result in the increased ultimate recovery of oil
aund gas.

(14) If at any time before or after the expiration of the
primary term of said lease(s) and/or fee mineral interests, Second Party
shall elect to abandon, release or surrender the interest subleased
and/or leased or to be subleased and/or leased hereunder, or auny part or
portion thereof, or permit the same to terminate for any reason,
including, but not 1limited to, termination by non-payment of delay
rentals or by expiration of the primary term, by cessation of productiom,
by failure to commence or continue drilling operations, or otherwise,
Second Party shall notify First Party oot less than thirty (30) days in
advance of the day on which any such rental becomes due, or ninety (50)
days in advance of abaundonment, release, surrender or termination for any
other reason, and if requested to do so by First Party, Second Party
shall reassign such interest to First Party; provided, however, that if
under the terms of any such lease(s), a delay rental payment is required
within thirty (30) days or 1less, or any other operation or action
necessary to continue the lease(s) and/or fee mineral interests in force
is required within ninety (90) days or less after completion of a dry
hole, cessation of production or of operations, or some other date or
event, the Second Party shall have one-half of the period of time
provided therefor in the lease(s) and/or fee mineral interests within
which to give First Party the mnotice hereinabove provided for. If such
notice is given and if First Party fails to request reassignment within
such period of time, Second Party may abandon, release or surrender the
interest described 1in such notice, but no such abandonment, release,
surrender or assignment shall relieve Second Party from any obligation or
liability theretofore incurred by or accrued against Second Party or from
any liability to First Party by reason of the breach of auy covenant of
this agreement. In the event of such reassigoment, First Party shall
have the option to purchase all or any part or portion of recoverable
casing and other material and equipment in or on any well or wells on the
reassigned premises which First Party desires to take over, and First
Party shall pay Second Party the reasonable salvage value thereof; aad
any remaining well or wells thereon shall be plugged and abandouned at the
sole risk, cost and expense of Second Party in accordance with the rules
and regulations of any governmental agency having jurisdiction thereof.
Any reassignment hereunder shall be subject to any validly declared
pooled units which may be in existence at the time of such reassignment
and which include any part or all of said land.



Case 10-33568-sgj11.~-Claim 3-1 Part 10  Filed 07/28/10 —Desc Exhibit C4 Page 4
- ' of 36

(15) If at any time and from time to time hereafter, that
portion of any 1lease(s) and/or fee mineral interests subleased and/or
leased hereunder to Second Party 1is held in force solely by virtue of
production (including shut-in wells) on other land or formation covered
by such” lease(s) and/or fee mineral interests or pooled or unitized
therewith, then and in that event the portion of such lease(s) aund/or fee
mineral interests so subleased and/or leased to Second Party not within a
producing unit shall revert to First Party unless, within sixty (60) days
after demand of First Party, the Second Party commences and diligently
continues operations for and the drilling of a well thereon to the
objective depth specified in Paragraph (1) hereof. If such reversion
occurs, the Second Party shall promptly execute and deliver to First
Party such assignment, reassignments or other instruments as shall be
necessary and desirable to witness such reversiom.

(16) With respect to each well drilled by Second Party, its
successors and assigns, on the premises subject hereto and subleased
and/or leased hereunder, Second Party shall notify First Party when
operations for drilling are commenced and when the well is spudded, shall’
furnish daily drilling reports to First Party containing full information
relative to the drilling progress of said well, and shall furnish First
Party with all other notices; reports, logs, information and privileges
required herein with respect to and in connection with the first well
hereunder. i

(17) With respect to each lease(s) and/or fee mineral interests
subleased and/or leased or to be subleased and/or leased hereunder, the
First Party reserves and shall reserve such easements and rights granted
thereby as may be necessary and useful to First Party, its successors and
assigns, in exercising any of the rights of lessee under such lease(s)
and/or fee wineral interests with respect to any interest therein owned
or retained by First Party. A

(18) All benefits, options, reservatlons, royalties, overriding
royalties, rights and privileges herein reserved or acquired by, or
herein granted to First Party with respect to lease(s) and/or fee wineral
interests and iunterests to be subleased and/or leased to Second Party
hereunder shall be applicable free of cost to First Party to any
renewals, modifications, extensions, top lease(s) or new lease(s) with
respect to the land and interests covered by the lease(s) and/or fee
mineral interests subject hereto, or anmy portion therecf, obtained by or’
for Second Party prior to or within six (6) months after the expiratiom,
termination or release of the respective lease(s) and/or fee mineral
interests to be subleased and/or leased to Second Party hereunder.

(19) In the event any operatious for the drilling of a test
well for oil and gas, other than operations for the drilling of the test
well referred to in Paragraph (1) hereof, should be commenced by anyone
within a radius of ome-quarter (%) wuile from any part of the land
described on Exhibit "A" hereto during the time interval between the date
of this agreement and the time that operations are commenced for drilling
the test well referred to in Paragraph (1) hereof, then and in that
event, this agreement shall ipso facto terminate .and be of uno further
force and effect.

(20) At all times during conduct of operations hereunder,

Second Party shall maintain in force and effect the insurance coverage as
to such operations as shown in Exhibit "D" attached hereto.

(21) Second Party shall not commence drilling operations on any
lease(s) and/or fee mineral interests included in Exhibit "A" attacned
hereto until all necessary permits, liceuses or other required
instruments or authorizations have been obtained, and further, when
required, Second Party shall not begin drilling operations on any
lease(s) and/or fee mineral interests included in Exhibit "A" until such
‘time as a good and sufficient bond has been posted and approved.

(22) Second Party shall pay its bills or share of costs within
fifteen (15) days after receipt of the statement from First Party. If
payment 1is not made within such time, the unpaid balance shall bear
interest at the rate of two percent (2%) per month or the maxinum
contract rate permitted by the applicable usury laws in the state 1n
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which the property is located, whichever is the lesser, plus attorneys'
fees, court costs, and other costs in connection with the collection of
unpaid amounts. Said interest shall accumulate on and be charged against
any portion of a bill not contested in writing within fifteen (15) days
of receipt of the bill by that party.

(23) If in the drilling of amy well hereunder, the Second Party
fails to reach the objective depth therefor as herein provided, because
of mechanical difficulties or because of encountering a formatiou or
anomalous condition which 1is normally considered in the industry to be
impenetrable or which would make further drilling impracticable, then the
Second Party shall have the option to commence, within thirty (30) days
after plugging and abandoning said well, the actual drilling of a
substitute well therefor at a location approved by First Party on the
same lease(s) and/or fee mineral interests and at the same location {or
as close thereto as practicable) as provided herein for sald well. Such
substitute well shall be drilled to the same depth, in the same manner,
and subject to all the same provisions hereof applicable to the imitial
well, aud with like effort.

(24) 1f Second Party reaches contract depths in the test well and
has fully complied with all terms and provisions of this agreement but 1s
unable to establish production of oil and/or gas in paying quantities,
but such well 1is compléted at a lesser depth as a well capable of
producing oll and/or gas in paying quantities, First Party shall execute
the sublease and/or lease specified herein.

(25) A. Upon completion of the test well as a well equipped for
and producing or capable of producing o1l and/or gas in paying
quantities; if Second Party has fully complied with all terms and
provisions of this agreement, and upon receipt of writtemn request from
Second Party, First Party will sublease and/or lease to Second Party
without covenants or warranty of title either express or implied and
subject to the terms and provisions of this agreement, the following:

All interest of First Party in and to the lease(s) and/or
fee wineral interests described in Exhibit "A", insofar as said
lease(s) and/or fee mineral interests cover land in the
drilling unit (as defined below) for said well; reserving,
however, unto First Party a royalty with the right to .increase
the royalty as provided herein.

B. The said sublease and/or lease from First Party to Second Party
shall be subject to the following:

1. Said sublease and/or lease shall cover only oil, gas,
casinghead gas and other liquid and gaseous hydrocarbons, and
such sulfur and other minerals as are produced with or
incidental to the production of such hydrocarbons.

2. Said sublease and/or lease shall cover and include only
those sub-surface formations down to the total depth drilled in
said test well plus one hundred feet (100').

3. Said lease shall be on the form attached hereto as Exhibit
A-1. The lease shall provide for a toyalty of 25Z.

c. For the purposes hereof, the drilling unit for a well shall
mean the drilling, spacing, production, or proration unit therefor as
established by order or rule of governmental authority; provided, that in
the absence of such order or rule of governmental authority, or if the
drilling unit 1is not specifically designated or identified as to size,
shape and location by any such order or rule, then the drilling unit’
shall be selected by Second Party, subject to the approval of First
Party.

(26) A. Upon drilling and completing the initial test well
specified in Paragraph (1) hereof in accordance therewith, the Second
Party shall have the option (to the extenr First Party has the right to
grant such option), but not the obligation, to thereafter carry on a
continuous drilling program on the lease(s) and/or fee wineral interests
premises described and identified 1im Exhibit "A" hereto or on acreage
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which 1is pooled therewith to form a drilling unlt, by commencing,
drilling and completing additional and successive optional wells on said
premises with not more than 60 days from rig release of each well drilled
hereunder (including the initial test well mentioned 1in Paragraph (1)
hereof) "and the commencement of operations for the drilling of the next
successive optional well hereunder, until the lease(s) and/or fee mineral
interests described in Exhibit "A" hereto have been fully and completely
developed, by wells drilled thereon to the maximum well deansity permitted
by Paragraph (13)A hereof and the objective depth specified in Paragraph
(1).

B. If any successive option well is completed as specified in
Paragraph (1), and upon recelpt of written request from Second Party,
First Party shall make a sublease and/or lease to Second Party of First
Party's lease(s) and/or fee mineral interests (described in Exhibitr "A")
in the drilling unit as if the successive option well had been the test
well.

C. If Second Party fails to commence and drill the initial test
well specified in Paragraph (1) hereof or any next successive opticnal
well hereunder, or.fails-to otherwise comply herewith, then all right and
interest of Second Party hereunder and in the lease(s) and/or fee mineral
interests described 1in Exhibit "A" hereto shall thereupon automatically
terminate except as to that portion of such lease(s) and/or fee mineral
interests included in the drilling, spacing, production, or proration
unit (as established by order or rule of govermmental authority) for the
test well specified in Paragraph (1) hereof 1f drilled and completed as
specified, or any successive optional well if drilled and completed as
specified, herein called "earned acreage".

D. If any successive option well 1is commenced, drilled and
completed 'as a well capable of producing oil and/or gas 1in paying
quantities or is plugged and abandoned as & dry hole, and if Second Party
has fully complied with all terms and provisions of this agreement, said
well shall preserve Second Party's continuous drilling rights.

(27) A. With respect to the royalty interest herein reserved and
to be reserved by TFirst Party, it 1is agreed that 1if and when the
cumulative value of all production from each producing well drilied
hereunder by Second Party, and on a "per well" basis with respect
separately to each such producing well and the earned acreage therefor,
as set forth herein (after deducting production taxes and presently
existing royalty 'including the royalty contained 1in the lease provided
for herein, and other interests payable out of or measured by production
from such wells), equals one hundred percent (100%) of the cost of
drilling, testing, cowmpleting and equipping sald wells for production
(through the tanks in the case of an oil well and through the lease
production facilities in' the case of a gas well), plus one hundred
percent (100%) of the cost of operating sald wells during the payout
period (such costs to be determined in accordance with the Schedule of
Accounting Procedure attached hereto as Exhibit "C'", and subject to audit
as therein provided), then and in that event said Troyalty interest
reserved herein shall automatically be increased to 30% of all oil, gas,
casinghead gas and other vaporous and gaseous substances produced from
the interest theretofore subleased and/or leased to Second Party in that
portion of the lease(s) and/or fee mineral interests described in Exhibit
"A" constituting earned acreage for each such producing well,

B. Promptly after obtaining production from wells subject hereto,
the Second Party shall furnish First Party with an itemized statement of
the costs theretofore incurred 1in drilling, testing, completing,
equipping aud operating said wells; and each month thereafter uyntil the.
cunulative value of production from said wells equals the total of such
costs as aforesaid (herein called the payout period), the Second Party
shall furnish First Party with an itemized statement of such costs and of
the amount of production from said wells and proceeds thereof during the
preceding month,

C. For the purposes hereof, the "value" of production from said
wells shall be the amounts credited to or received by the owners thereof
from the sale of such production in good faith, but shall never be less
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than the market value of production of like grade and quality from the
same field or vicinity.

(28) A. If Second Party drills the initial test well mentioned in
Paragraph (1) hereof, or any optional well hereunder to the required
objective depth and decides to plug and abandon said well as a dry hole,
with or without having run casing therein, it shall {immediately notify
First Party of such decision and shall furnish First Party with a copy of
the logs 1t 1is required to run pursuant hereto. First Party shall have
twenty~-four (24) hours (exclusive of Saturdays, Sundays and 1legal
holidays), and after receipt of such notice and logs, within which to
elect to take over the well for the purpose of conducting such additional
drilling, testing, completion or other operatlons thereon as it desires.
If First Party elects not to take over the well, or falls to advise
Second Party of its election within said perlod of time, then the well
shall be forthwith plugged and abandoned by Second Party .at 1its sole
risk, cost and expense.

B. If First Party elects to take over the well, it shall have the
right to and shall promptly ‘take possession thereof and of such
materials, equipment and drilling tools thereon, therein and at the well
site, owned or controlled by Second Party, which First Party desires to
use in connection with its further operatioms; and First Party shall pay
or reimburse Second Party for such matertials, equipment and drilling
tools so used, to the extent of such use, as follows:

1. The reasonable net salvazge value of casing, materials and
equipment 1in and on ‘the well which could have been salvaged by
Second Party if First Party had not taken over the well.

2. Reasonable compensation for any materials and equipment at
the well site owned or comtrolled by Second Party which will have no
salvage value after use by First Party.

3. If First Party elects to use the drilling tools aund
equipment in use at the well by Second Party, then payment for such
use shall be made (a) at the going rate 1in the area 1f the tools
belong to Second Party, or (b) at the rate set forth im the drilling
contract if the tools belong to a drilling comtractor or other party
controlled by Second Party. If First Party elects to use its own or
other drilling tools, then Second Party shall at its expense
promptly remove from the well site the tools used by Second Party.

C. If First Party takes over the well, then and in that event:

1. Second Party shall be deemed to have released and
relinquished to First Party all of its right, title and interest in
and to the well, operating rights therein, production therefrom, and
the drilling, spacing and proration unit therefor.

2. All operations thereon by First Party after the take-over,
including plugging and abandoning, shall be at First Party's sole
risk, cost and expense; but First Party shall not be liable for any
cost, expense or obligation for or in connection with operations
conducted on the well prior to such take-over.

3. Notwithstanding anything herein to the contrary, Second
Party shall not be deemed to have released and relinquished to First
Party more than a proportionate iunterest in such well, production,
and unit, which proportion shall be that which the acreage derived
hereunder from First Party bears to the total acreage im such unit..

(29) First Party shall have the continuing right and option at all
times and from time to time, exercisable upon thirty (30) days' notice
either orally or in writing, to purchase all or any part of the crude
oil, condensate, distillate, casinghead gasoline, and other liquid
hydrocarbons, or either of them, herein called "oil", produced and saved
from or allocated to the leasehold interest subleased and/or leased to
Second Party pursuant hereto. The price to be paid therefor shall bde the
price posted by the major oil purchaser for oil of like grade and gravity
on the date of delivery in the district where sald lease(s) and/or fee
mineral interests are located, the average thereof if there be more than

- -
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one purchaser, or if there is no posted price, then the average price
being paid for oil of like grade and gravity by the purchasing companies
buying o1l in the field where such premises are located. Upon each
exercise of such option, the First Party shall have the right to
terminate such purchase at any time thereafter upon thirty (30) days'
notice.

(30) Prior to any transportation of natural gas produced from the
Farmout Lease that could render such gas subject to the take-and-pay or
take-or~pay crediting mechanism promulgated by FERC Orders Nos. 500,
500-B and 500-C ("Order" 500), as such orders may be amended or
clarified, Second Party shall attempt to obtain a walver of the
transporting pipeline's right to invoke any provision of such crediting
wmechanism against First Party or the Farmout Lease. If the transporting
plpeline, however, does not agree to waive its Order 500 crediting
right, Second Party shall not cause transportation under Order 500
without the comnsent of First Party, which consent shall uot be
unreasonalby withheld. Upon request by Second Party, First Party and
Second Party shall enter into good faith negotiations concerning the open
access tramsportation of Second Party's gas and the conditioms, if any,
under which First Party may provide offers of credit to facilitate such
transportation under Order 500. First Party may refuse to provide an
offer of credit if: (1) such offer would be to its economic detriment;
and (2) Second Party does not provide adequate compensation for such
offer, "Adequate compensation" shall be determined with reference to
First Party's ownership of properties affected by an offer of credit or
which may be affected in the future by such offer of credit and the
extent of its economic loss caused by such an offer. Notwithstanding
this, First Party shall provide Second Party with timely offers of
credit under Order 500 that will not result in an economic loss to
First Party. All comveyances or assigoments by either First Party or
Second Party of the Farmout Lease in whole or in part, shall incorporate
provisions substantially identical to those contained in this paragraph,
for the continuing benefit of First Party and Second Party and binding
upon their successors and assigns.

Additionally, Second Party agrees to inform First Party of: a) the
names of all pipelime companies who are to transport gas attributable to
the Farmout Lease and b) the volumes of gas transported by such
pipelines. o :

(31) In the event Second Party receives a bona fide offer for the
purchase of all or any part of the gas and/or casinghead gas, herein
called "gas", produced and saved from or allocated to the interest
subleased and/or leased to .Second Party pursuant hereto, which offer is
received from a purchaser under terms and conditions the Second Party is
willing to accept, the Second Party shall notify First Party in writing
of such offer, and advise First Party as to all terms and conditions
thereof, Thereafter, First Party shall have the right, within thirty
(30) days of receipt of such notice, to elect to purchase the production
in question upon the same terms and conditiouns as those contained in the
offer. If the First Party does not elect to so purchase within said
thirty (30) day period, Second Party may thereafter eunter into a contract
with the purchaser making the offer, in accordance with its terms and
conditions, free and clear of any obligations thereafter to Fixst Party.
This right and option of First Party shall continue in force and shall be
recurring hereafter from time to time, at such time as Secoud Party
recelves a bona fide offer for the purchase of Second Party's gas as

. mentioned above.

(32) In addition to the requirements and conditions set forth
herein, Second Party's right to earn the lease and/or sublease of the
acreage covered hereby is further subject to your complete fulfillment
and satisfaction of each and all of the terms in Exhibit "B" attached
hereto, to the same extent as 1f copiled in full herein, and your complete
and specific requirements and conditions shall be conditions precedent to
any liability or obligation of First Party.
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Prior to commencement of drilling or wmining operatioms or to the
construction of any roads, pipelines, locations or other facilities omn
any part of the Farmout acreage owned by International Paper Company, you
shall notify: - .
. John Weston
P.0, Box 100
Jena, Louisiana 71342
(318) 992-4141

in writing, and furnish International Paper a map or plat showing the
proposed location thereof and shall provide First Party with a copy of
all correspondence from Second Party to International Paper Company
relating to same.

(33) If at any time prior or subsequent to the date of execution of
this agreement, you shall enter into an agreement similar to this
agreement, either written or orel, with one or more parties owning an
interest in the Farmout Acreage, or any part thereof, and such agreement
provides for the reservation to said party or parties of a royalty,
overriding vroyalty and/or a reversionary working interest which 'is
greater than those interests reserved by First Party hereunder, then you
hereby agree to immediately furnish First Party with an amendment to this
agreement which 1increases the royalty, overriding royalty aund/or
reversionary working interest contained herein to an amount equal to the
highest amounts contained in such other agreement(s). .

(34) Notwithstanding the date first recited hereinabove as the date
of this agreement, this 1instrument shall not be effective as an
agreement, contract, offer or for any purpose whatsoever unless both
First Party and Second Party execute the same and a fully executed copy
is delivered to First Party.

If the foregoing correctly reflects your understanding of our
agreement, please execute the original and one copy of this agreement,
and return one fully executed copy to our office. If the agreement 1is
not returned within tweunty (20) days following receipt hereof, it shall
automatically terminate.

EXECUTED as of the day and year first mentioned hereinabove.

FIRST PARTY: Placid 0il Company

wmmsszp
_— AN e
. : 7/
/ ///”Wm/ - &mf“//b/ By:_ / f,{/’ \%«w{/
/ & C. D. BROWN, President ;9

SECOND PARTY El Torxc 0Oil, Company

WITNESSES: - / /« ™~
%ﬂ\m —— / /Z/)

({ E//w—— L Gfid e LT (i o4 VR i N
1 T el T

Attached to and made part of that certain FARMOUT Agreement dated May 4,
1989 by and between Placid 011 Company (First Party) and El Toro O0il
Company (Second Party) covering lands situated im Catahoula Parish,
Louisiana.
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STATE OF TEXAS

COUNTY OF DALLAS

BEFORE ME, a Notary Public 1in and for the State of Texas, on this day
personally appeared C. D. Brown, Presideant of PLACID OIL COMPANY, known to me
to be the person and officer whose name 1s subscribed to the foregoing
instrument and acknowledge to me that he executed the same for the purposes
and consideration therein expressed and ir the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the _ ¢ g, day of
v N » 1989.

a _MKJ

My Commission Expires: : Print name: June H 1"4.4[50")
. NOTARY PUBLIC
, 3 /30 /‘79\ © _.__ .. _STATE QF: TEXAS
' PR . 2, JUNEH. Ppuu[w ftar bl
STATE OFLM, . h 5 ™ In and for the State of Texas
A f»f Iy chwnu551nn exnires
COUNTY '/\:“gz Gi3ael 9.

/BARISH OF (QE! BrA)

BEFORE ME, a Notary Public jn and for the State of “YNNS  ,on this
day personally appeared ‘-P Uy Voaoasa s _{(huhnaa of EL TORO
OIL COMPANY, known to me to be the person and officer whose name is subscribed
to the foregoing instrument and acknowledge to me that he executed the same for
the purpnses and consideration therein expressed and 1in the capacity therein
stated.

GIVEN USDER MY HAND AND SEAL OF OFFICE, this the _/J 7A day of

> 1989,
My Commission Expireé: - Print name: Qéé AACKw €L.C
3-24-40 . o B

STATE OF 4))5

Attached to and made a part of that certain FARMOUT Agreement dated May 4, 1989
by and between Placid 01l Company (First Party) and E1 Toro 01l Company (Seccmd
Party) covering lands situated in Catahoula Parish, Louisiana.

PAGE 10
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EXHIBIT "A-1"

OIL AND GAS LEASE

Attached to and made a part of that certain FARMOUT Agreement dated May 4,
1989 by and between Placid 01l Company (First Party) and El Toro 0il Company
(Second Party) covering lands situated in Catahoula Parish, Louisiana.

THIS AGREEMENT, made this dsy of » 1989, by and between Placid 0il
Company, a Delaware Corporation with offices at 3900 Thanksgiving Tower, '
Dallas, TX 75201, hereinafter called "LESSOR" and El Toro 0il Company, P.O.
Drawer M, Natchez, Mississippi 39120-1057, hereinafter called '"LESSEE",
WITNESSETH THAT:

1. Lessor im consideration of the royalties herein provided, and of the
agreement of Lessee herein contained, hereby grants, leases and IJets
exclusively unto Lessee (for the purpose of investigating, exploring, pros-
pecting ‘and drilling for and producing o1l and gas) the following described
land in Catshoula Parish, Louisiara to-wit:

This lease shall be limited to strata aud/or zones from .the .surface of the
earth down to and 1including a depth of feet and 1its strartigraphic
equivalent as found in the Well located on saild lands. All other
rights are reserved by Lessor,

For the purposes of Articles 3 (d) and 9 (¢) of this lease), the
leased premises shall be conclusively presumed to comprise acres,
whether there be more or less.

2. Subject to the terms and conditions hereinafter set forth, this lease
shall be for a term of ninety (90) days from the date hereof (hereinafter
referred to as the "primary teruw') and as long thereafter as oil or gas is
produced in paying quantities from the leased premises or lands pooled
therewith.

3. Lessee shall pay to Lessor monthly as a royalty:

{a) On o1l (which for the purposes of this lease includes all
hydrocarbons produced at the well in 1liquid form by ordinary production
methods), 25%Z of the amount received by Lessee for all o0il produced and saved
from the leased premises, or, at Lessor's option, Lessee will deliver to
Lessor's credit free of cost to Lessor, in the pipe line or plant or storage
tanks to which the well or wells may be connected, 25% of all oil produced and
saved from the leased premises. The royalties here set forth for oil shall
also be paid on all gasoline or other petroleum products manufactured or
extracted from any gas produced from the leased premises, but Lessee may deduct
from royalties on such gasoline or other petroleum products, the actual costs,
not to exceed the fair and reasonable cost, of such manufacture or extractiou.
No deductions for extraction costs shall be made for 1liquid hydrocarbons
recovered by use of drip, separator or similar apparatus ou the flow line of
wells, and except as to gas belng used for repressuring or recycling purposes,
Lessee shall, prior to the sale or use of gas fiowm such well, install and use
such apparatus on any well or wells capable of producing liquid hydrocarbens in
paying commercial quantities.

(b) On gas (which for the purposes of this lease, includes all
vaporous or gaseous substances and specifically includes the residue gas
remaining after manufacture or extraction of any gasoline or other petroleum
products),

PAGE 1
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(1) produced, saved and sold from the leased premises, 25% of
the amount received by Lessee or 257 of the amount of the best price which
could have been received by Lessee 1n the exercise of reasonable diligence,
whichever is the higher.

(1ii) produced, saved and used off the leased premises, but not
sold, 25% of the market value at the time and place of use.

(c) On o1l or gas sold (or used but not sold) outside the field from
which produced, Lessee may deduct, -from the rovalties set forth in (a) and (b)
above, the actual cost, not to exceed the fair value of tramsporting same from
the field to the point of sale or, if same is not sold, to the point of use.

(d) Where gas from a well producing gas ounly is not sold because of
no market or demand therefor, Lessee may pay as royalty $5.00 per acre (subject
to proportionate reduction as set forth in Article 6 below) per year, such
payment to be made on or before the thirtieth day after the date that such a
well is shut 1n, and upon such payment it will be considered that gas 1s being
produced within the meaning of Article 2 of thir lease. )

(e) Gas which may be disposed of for no consideration to Lessee,
through unavoidable waste or leakage, or in order to recover oil and other
liquid hydrocarboms, or returned to the ground, shall not be deemed to have
been sold or used off the leased premises, within the wmeaning expressed or
implied of any part of this lease.

4, If at the expiration of the primary term, oil and gas or any of them
are not being produced on said leased premises or on land pooled therewith but
Lessee is then engaged 1in operations thereon, or 1f Lessee shall have ceased
operations or production on said leased premises or on land pooled therewith
within ninety days prior to expiration of the primary term, this Lease shall
remain in force so long thereafter as the same or other operatlons are
prosecuted (on the same or different wells) with no cessation of wmore thaan
ninety consecutive days, and, whether or not they result in the production of
0oil or gas as long thereafter as o1l or gas are produced from or operations are
prosecuted (on the same or different wells) on said leased premises or on land
pooled therewith, with no cessation of more than ninety consecutive days.
Whenever used in this Lease, the word "operations” means and includes
operations for and the wining, drilling, testing, completing, recompleting,
reworking, deepening, plugging back or repairing of a well or hole, repairing
¢r replacing production equipmeut, or any other operatious, in search for or in
an effort to obtain or reestablish production of oil or gas and includes the
production of leased substances whether or not in paying quantities. All
operations hereunder shall be deemed to be continuously prosecuted if not more
than ninety consecutive days elapse between the completion of all operations at
one well or location and the commencement or recommencement of operations at
the same or, another well or location.

5. The rights of the Lessee may not be assigned except upon written
consent of Lessor. The provisions hereof shall extend to the heirs, successors
and assigns of the parties herxeto, but no change or division in ownership of
the land, minerals or royalties however accomplished shall operate to enlarge
the obligations or diminish the rights of Lessee; and nro such changes in
ownership shall be binding on Lessee nor impair the effectiveness of any
payments made hereunder until Lessee shall have been furnished, forty-five (45)
days before payment is due, a certified copy of recorded imstrument evideucing
any transfer, inheritance, sale or other change in ownership.

6. This lease is executed WITHOUT WARRANTY OR COVENANT OF TITLE OR ANY
OTHER WARRANTY WHATSOEVER, EITHER EXPRESS OR IMPLIED EVEN AS TO THE RETURN OF
THE - CONSIDERATION THEREFOR. If Lessor owas a mineral interest in the leased
premises less than the entire fee simple estate, then the royalties to be paid
Lessor shall be reduced proportionately.

PAGE 2
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7. All notices to be glven Lessor pursuant to this lease shall be given
to Placid 011 Company, Attention: Vice President, Land Department, 3900
Thanksgiving Tower, Dallas, Texas 75201l.

8. All-terms and express or implied covenants of this lease shall be
subject to all Federal and State Laws, executive orders, rules or regulationms,
and this lease shall not be terminated, in whole or in part nor Lessee held
liable in damages, for failure to comply herewith, if compliance 1is prevented
by any such law, order, rule or regulatiom,

9. (a) The term "Force Majeure" as used herein shall mean and include:
Requisition, order, regulation or control by governmental authority or
commission, exercise of rights of priority of control by governmental authority
for National Defense or war purposes resulting in delay in obtaining or
inability to obtain either material, equipment or means of transportation
normally necessary in prospecting or drilling for oil or gas, or in producing,
handling or transporting same from leased premlses; war; scarcity of or delay
in obtaining materials or equipment; lack of 1labor or by means of
transportation of labor or material; Acts of God; insurrection; flood; strike;
or other things beyond the control of Lessee.

(b) If by reason of Force Majeure as herein defined, Lessee 1is
prevented from or delayed. in drilling, completing or producing any offset well
or wells for oil or gas on the leased premises or lands pooled therewith, then
while so prevented or during the period of such delay Lessee shall be relieved
from all obligations whether express or implied, imposed on Lessee under this
lease, to drill, complete or produce such well or wells on the leased premises
or lands pooled therewith, and Lessee shall not be liable in damages and this
lease shall not be subject to cancellation for failure of Lessee to drill,
complete or produce such well or wells during the time Lessee 1is s0 relieved
from all obligations to do so. .

(¢) 1If upon or at any time after the expiration of the primary temm
hereof, while this lease 1is in force, Lessee cannot maintain same in effect
because prevented by Force Majeure from fulfilling the particular requirement
(operations on or continued production from the leased premises or lands pooled
therewith, as the case may be) Lessee may continue this lease in effect during
the time of the existence of such Force Majeure by payment to Lessor of an
amount equal to $5.00 per acre on or before the end of the primary term or omn
or before the thirtieth day after the occurrence of Force Majeure, whichever is
the later date, and the payment to Lessor of an amount equal to $5.00 per acre
every sixty days thereafter for so long as such Force Majeure exists. Such
payments when made shall continue this lease in effect for the time period
specified within this Article. Any such payment shall be subject to
proportionate reduction as set forth in Article 6 above. Nothing herein shall
impair the right of Lessee to release this lease as to all or any portion of
the leased premises and be relieved of all obligations thereafter accruing as
to the acreage released.

10. Notwithstanding anything to the contrary contained herein, after the
end of the primary term, this lease shall not be continued in effect for a
cumulative period of more than ome (1) year by means of payment of shut-in
royalty (Article 3 (d)), by Force Majeure (Article 9) or by any other means ox
any combination of the means mentiomed herein, except the actual production of
01l or gas or both in paying quantities from the leased prewises or lands with
which the premises are pooled hereunder or additional drilling operatioms or
reworking operations in compliance with Article 4.

11. (a) At payout, (i.e., after [00% of the expenses of drilling,
completing, equipping and operating said well have been paid from the
production therefrom, on a well by well basis) the royalty paid to Lessor shkall
increase to a 30% royalty, which royalty shall be paid in the manner set forth
in Article 3. :

12. lLessee agrees to protect, Iindemnify and hold Lessor harmless, free
and clear of and from all liens, claims, demands, actions and causes of action
whatsoever nature, arising out of or in connection with all operations
conducted by Lessee on the leased preuwises or acreage poocled therewith, and
agrees to promptly pay all bills for labor and other items. If any well which
is drilled on the leased premises is plugged and abandoned, Lessee shall level
all dumps, fill 1in all pits, remove all debris, and otherwise restore the
surface of the land to substantially the same condition as it was before the
commencement of such operations.

DArT 2
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13. As to each well drilled on the leased premises or acreage pooled
therewith, Lessee shall provide Lessor, at Lessee's expense, at the address set
forth 1in Article 7 hereof the following information immediately wupon
acquisition of same, to-wit:

A. Copy of Application to Drill and location plat filed with the
State Regulatory Body, and copy of Permit, and Permit number, issued in
response thereto.

B, Derrick floor and ground level elevation.

C. Daily Drilling Report by prepaid telephone calls to Placid Oil
Company Drilling Department, 214-880-1254, containing full information relative
to the drilling progress of said test well, commencing with clearing the
location and moving in material and equipment including alil current formation
top calls.

D. Copy of well record log.

E. A copy of the completion record form, if the test well is a
sroducer; or a copy of the plugging and abandoning record, {if the test well 1s
a dry hole; all such coples to be properly notarized.

F.. Core description and core analyses, if rum.

G. Record of open flow potential test im the event said test well
is a gas well,

H. Results of all tests made on said well as and when made,
including records of all drill stem tests with copy of bottom hole pressure
chart furnished by the service company, accurate description of recovery and
test results, and copies of all other production test records.

I. Two copies of an electrical log survey of the well bore from the
bottom of the surface casing to the total depth as well as two copies of any
and all well or electrical logs, micrologs, sectlon gauges, temperature
surveys, radioactive logs, mud analyses logs, drilling time logs and any and
all logs or surveys made of the well, except seismic velocity surveys, AS AND
VHEN PRELIMINARY RUNS THEREOF ARE MADE, and a composite log upon completion of
the well, Lessor, at its sole expeunse and risk (including payment of rig time
znd other expenses for which Lessee would otherwise be responsible, and
liability for damage to persons, property and the well) may lower geophones in
the well to make seismic velocity surveys as sole property of Lessor.

J. Upon request, samples of all cores, a set of formation drilling
samples, and representative samples of fluid recovered on formation tests.

K. A geological sample description log indicating all shows of oil
and/or gas, and geological horizons, made by a person qualified to make such
log except where this requirement 1s specifically waived.

Lessee shall permit representatives of Lessor to have full and free
access at all times to the test well and to the derrick floor whether such well
is located on the leased premises or lands pooled therewith, Lessee shall
notify Lessor of any of the following events at the time and in the manuer
shown sufficiently in advance thereof to enable Lessor to have a representative
present at the well to witness:

1. The spudding of said test well;
2. a1 drill stem or any other tests of said test well;

3. The running of any electrical log or other survey that
Lessor is entitled to receive;

4. Any coring operation;
5, The measurement of the total depth of said test well;

6. Any plugging operation.

PAGE 4
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Upon encountering any formation containing oil or gas in reasounably
substantial quantity or pressure, Lessee shall immediately notify Lessor of
such fact by orally informing Lessor's representative at the well site, or by
notice to Lessor by telephone or telegraph at the address provided in Article 7
hereof 1if such representative is not at the drill site,

14. Llessee, at its option, is hereby given the right and power at any
time prior to the establishmeut of production on the leased premises or acreage
pooled therewith, to pool or combine the leased premises covered by this lease,
or any portion thereof, with other land, lease or leases and mineral interests
ln the immediate vicinity thereof, when, in Lessee's judgment, it 1s necessary
or advisable to do so in order to properly explore or develop or operate said
premises $0 as to promote the conservation of o0il, gas or other minerals in and
under and that may be produced from said premises or to prevent waste or to
avoid the drilling of unnecessary wells or to comply with the spacing or
unitization order of any Regulatory Body of the State of Louisiana or the
United States having jurisdiction, provided however, that Lessor shall have the
right to approve the size, shape and configuration of any such unit so formed
except a unit formed pursuant to a valid order of any Regulatory Body having
jurisdiction, The term "Regulatory Body" shall 1include any governmental
officer, tribunal or group (civil or military) issuing orders governimg the
drilling of wells or the production of mimerals. Such pooling shall be of
adjacent tracts which will form a reasonably compact (but not necessarily
contiguous) body of land for each umnit, and the unit or units so created shall
not exceed forty (40) acres for each well for oil exploration or production and
one hundred sixty (160) acres each for each well or gas and gas-condensate
exploration or production unless a larger spacing pattern or larger drilling or
production units (fncluding a field or pool unit) shall have been fixed and
established by an order of a Regulatory Body of the State of Louisiana or of
the United States, in which event the unit shall be the same as fixed by said
crder. Lessee shall execute and file for record im the Records of Catahoula
Farish, Louisiana in which the land herein leased 1is situated a declaration
describing the pooled acreage; and upon such filing, the unit or units shall
thereby become effective, except that when a unit is created by order of a
Regulatory Body the pooling shall be effective as of the effective date of such
order, and no declaration shall be required in connection therewith. The
royalties herein elsewhere specified shall be computed only on the proportionate
part of the production form any pooled unit that 1is allocated to the land
herein described; and unless otherwise allocated by order of a Regulatory Body,
the amount of production to be so allocated from each pooled unit shall be that
proportion of such total production that the surface area of the land affected
hereby and 1included 1iu the unit bears to the total surface area of gll the
lands included in such pooled unit. Drilling or reworking operations ouw or
production of o1l, gas or other minerals from land included in such pooled unit
shall have the effect of continuing this lease in force and effect during or
after the primary term as to all of the land covered hereby (including any
portion of said land not included in said unit and as to all strata underlying
said land, whether or not such operations be or such production be from land
covered hereby. Any unit formed by Lessee hereunder must be created prior to
the establishment of production from the unit well. Separate units may be
created for o1l and for gas, or for separate stratum or strata of oll or gas,
even though the areas thereof overlap, and the creation of a unit as to one
mineral or strata or stratum shall not exhaust the right of Lessee (even as to
the same well) to create different or additiomal units for other minerals or
for other strata or stratum of the same or other minerals. Lessee shall obtain
Lessor's approval of any amendment to any unit formed pursuant to this Article,
prior to such amendment, unless such unit is amended by order of a Regulatory
Body. The failure of the leasehold title (in whole or im part) to any tract or
interest therein included in a pooled umit shall not affect the validity of
said unit as to the tracts or interests not subject to such failure, but the
uait may thereafter be revised as hereinafter provided. Lessee shall have the
right and power to reduce and diminish the extent of any unit created under the
terms of this paragraph so as to eliminate from sald unit any interest or lease
to which title has failed or upon which there 1s or may be an adverse claim.
Such revision of the unit shall be evidenced by an 1nstrument in writing
executed by Lessee, which shall describe the launds included in the unit as
revised and shall be filed for record 1im the Records of Catshoula Parish,
Louisiana o
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where the lands herein are situated. The revised declaration shall not be
retroactive but shall be effective as of the date it is filed for record. Any
unit created by Lessee hereunder shall also be revised so as to conform with an
order of a Regulatory Body issued after said unit was originally established;
such revision shall be effective as of the effective date of such order without
further declaration by Lessee, but such revision shall be limited to the
stratum or strata covered by said order and shall not otherwlse affect the unit
originally created.

15. In the event a well or wells producing oil or gas inm paying quanti-
ties should be brought in on adjacent land and such well or wells are draining
the leased premises, Lessee agrees to drill offset wells or cause an existing
well or wells to be completed in the formation or horizon in which drainage is
occurring., Lessee agrees to drill such offset wells as a reasomably prudent
operator would drill under similar circumstances. For the purpose of this
Article, it shall be conclusively presumed that an oil well within 660 feet or
a gas well within 1320 feet of the leased premises is draining the leased
premises; it being understood, however, that this conclusive presuwmption
shall not preclude Lessor from claiming drainage form offset wells located at
greater distances from the leased premises, but 1s merely for the purpose of
obviating "the necessity of proof of drainage within the prescribed limits.
Failure on the part of Lessee to comply with the provision of this Article’
within thirty (30) days from the date that any such well causing drainage (as
that term is defined in this Article) is completed shall cause this lease to
terminate as to all acreage offsetting the well draining the leased premises.
In the event the cancellation. or termination of this provision under this
Article, Lessee agrees and obligates itself to deliver to Lessor a recordable
release of this lease as to acreage belng drained. For the purpose of this
Article, it shall be conclusively presumed that leased lands within 1320 feet
from the drilling or proration unit for the offending oil well and within 2640
feet from the drilling and proration unit for the offending gas well are being
drained unless a greater area is beilng drained, and said release shall specify,
describe or recite the greater of areas determined in the manner expressed in
this sentence.

16. Notwithstanding .anything to the contrary contained herein, at the end
of the primary term hereinbefore recited, this lease shall terminate with
respect to all of the leased premises which is not included within the surface
boundaries of a production and/or proration unit (as that term is defined in
this lease) from which oil or gas is not being produced.

17. Lessor shall have the continuing, separate and distinct right and
option at all times and from time to time, exercisable upom thirty (30) days'
notice either orally or in writing, to purchase all or any part of the crude
o1l, condensate, distillate, casinghead gasoline, and other liquid hydrocar-
bons, or either of them, herein called "oil", produced and saved from or
allocated to the interest leased to Lessee pursuant hereto. The price to be
paid therefor shall be the price posted by the major oil purchaser for oil of
like grade and gravity om the date of delivery in the district where said
leased premises are located, the average thereof if there be more than one
purchaser, or if there is no posted price, then the average price being paid
for oil of like grade and gravity by the purchasing companies buying oil in the
field where such premises are located. Upon each exercise of such optiom, the
Lessor shall have the right to terminate such purchase at any time thereafter
upon thirty (30) days' notice.
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18. In order to secure the payment of Lessor's royalties, rentals and
other sums which may become due and owing to Lessor under the terms hereof,
Lessee does hereby pledge, transfer, assign, and convey unto Lessor, all
Lessee's right, title and interest in and to this lLease, and all 011, Gas and
minerals in and under and which may be produced from the lands covered hereby,
together with the proceeds of the sale of such production and 8ll accounts
receivable arising from the sale thereof. The maximum amount of indebtedness
secured by this pledge shall not exceed $10,000,000.00. If Lessee fails to pay
such royalties, as same become due and owing, Leessece does hereby agree to pay
interest on the amount thereof at the rate of 127 per annum until paid in full.
Lessor directs and authorizes any and all purchasers of such oil, gas or other
minerals produced from this lease and wineral rights to pay to saild Lessee all
of such proceeds until such time as purchasers have received written wnotice
from Lessor of Lessee's default in payment of royalties, rentals or other sums
due hereunder, together with a certified copy of this Lease with such pledge
and assignment of production contained therein. Such purchasers shall be.
entitled to rely upon such written notice from Lessor of said default without
further proof or evidence thereof, and shall, after receipt of same, pay to
Lessor all such production and proceeds therefrom until such purchasers have
been furnished with evidence that all indebtedness secured hereby has been paid
and Lessee authorizes said Lessor to receive and collect all sums derived from
sald production, and the proceeds thereof, and no purchaser of production shall
have any responsibility for the application of funds so paid to said Lessor.
Lessee grants to Lessor the power of attorney (coupled with an interest) to
execute on behalf of Lessee any division order or transfer order or similar
contract or agreement mnecessary or useful to effectuate this pledge and
assignment of production and other rights comveyed to Lessor as security for
such 1indebtedness when necessary in Lessor's sole -discretion to provide for
payment of the royalties due Lessor hereunder. Lessee further agrees to
execute and deliver, as requested by sald Lessor, any and all transfer or
division orders or other imstruments submitted by any purchaser of production
for the purpose of effectuating payment of such production or proceeds
therefrom to. sald Lessor. Lessee authorizes said Lessor to apply all funds
received by it under and by virtue of this pledge and assignment first to the
rayment of interest due on -indebtedness secured by this pledge and then in
reduction of the principal of such indebtedness, provided that said Lessor may,
at its option, and from time to time, release to Lessee any sums received, or
portions thereof, in which event the said intérest, and said indebteduess,
shall be paid and extinguished omly to the extent of the actual applicatioun of
such funds to the payment thereof. Said Lessor and its successors may, but
_shall not be obligated to, enforce collection of such proceeds and shall not be
subject to any liabllity or responsibility therefor, except to account to
Lessee for funds actually received in excess of those applied to any
indebtedness secured hereby. Lessee agrees to indemnify and hold harmless the
lessor against any and all liabilities, actions, clailms, judgements, costs,
charges and attorneys' fees by reason of the assertion that the Lessor has
received, either before or after the payment in full of the indebtedness
secured hereby, funds from the production of oil, gas, other hydrocarbons and
other minerals from this lease claimed by third persons, and the Lessor shall
have the right to defend against any such claims or actions, employing
attorneys of {its own selection, and 1f not furnished with indemnity
satisfactory to the Lessor, the Lessor shall have the right to compromise and
adjust any claims, actions and judgements. In addition to the right to be
indemnified as herein provided, all amounts paid by the Lessor in compromise,
satisfaction or discharge of any such claim, action or judgement and all court
costs, attorneys' fees and other expenses of every character incurred by the
Lessor shall constitute indebtedness secured by this pledge and shall bear
interest at the rate of twelve percent (12%7) per annum until paid. Nothing
contained in this paragraph shall detract from or limit the obligations of
Lessee as provided in this Lease, regardless of whether the proceeds of runms
herein assigned are sufficient to discharge any and all such obligatioms; and
the rights under this pledge and assignment of runs shall be cumulative of 211
other security of any and every character now or hereafter existing to secure
the paymeunt of royalties, overriding royalties, and all other indebtedness or
other obligations secured hereby.

PAGE 7
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19. This lease is made in accordance with and fully subject to all the
terms and conditions of that certain FARMOUT Agreement dated May 4, 1989
between Placid 01l Company and El1 Toro 01l Company, but not limited to
Paragraph 29, Call on 01il, Said FARMOUT Agreement 1s incorporate herein by
reference for all purposes.

IN WITNESS WHEREOF, this lease 1s executed as of the date first written
above.

WITNESSES: Placid 0il Company (Lessor)

By:
C. D. BROWN, President
ATTEST:
WITNESSES: ElL Toro. 0il Company (Lessee)

By:

STATE OF TEXAS
COUNTY OF DALLAS

BEFORE ME, a Notary Public in and for the State of Texas, on this day
personally appeared C. D. Brown, President of PLACID OIL COMPANY, known to me
ro be the person and officer whose name 1s subscribed to the foregoing
instrument and acknowledge to me that he executed the same for the purposes
and consideration therein expressed and in the capacity therein stated.

GIVEN UNDER MY HAND AND ' SEAL OF OFFICE, this the day of

» 1989,
My Commission Expires: Print name:
NOTARY PUBLIC
STATE OF TEXAS
STATE OF
COUNTY
/PARISH OF
BEFORE ME, a Notary Public and and for the State of on this
day personally appeared of EL TORO OIL

COMPANY, known to me to be the persomn and offiver whose name 1s subscribed to
the foregoing instrument and acknowledge to me that he executed the same for
the purposes and consideration therein expressed and in the capacity therein
stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the day of

> 1989.
My Commission Expires: Print name:

NOTARY PUBLIC
STATE OF

Attached to and made a part of that certain FARMOUT Agreement dated May 4, 1989
by and between Placid 01l Company (First Party) and El Toro 0il Company (Second
Party) covering lands situated in Catahoula Parish, Louisiana.
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EXHIBIT "B"

Attached to and made a part of that certain FARMOUT Agreement dated May 4, 1989
by and between Placid 01l Company (First Party) and El Toro 01l Company (Second
Party) covering lands situated in Catahoula Parish, Louisiana.

The following terms and provisions are made a part of the captioned FARMOUT
Agreement exactly as 1f same were copied in full in said Agreement.

I.
PLAT OF LOCATION

Prioxr to the commencement of operations on the well or wells to be drilled
under the FARMOUT Agreement, or if such operations have already been commenced,
within five (5) days from the date of acceptance of this letter, you shall
furnish Placid 01l Company at 3900 Thanksgiving Tower, Dallas, Texas 75201,
Attentlon: Well Files Department with a plat of the location prepared by a

competent surveyor or engineer and a copy of the Application to Drill the well
or wells.

II. :
INFORMATION TO BE FURNISHED

At all tiwmes during the drilling, testing, and cowpleting of the well to be
drilled hereunder (regardless of the depth actually drilled and even though you
should elect to forfeit the contribution provided for herein by failing to
perform fully the conditions of this letter), our agents or representatives
shall have access to the derrick floor and shall be entitled to receive all
. information during such operations the same ag though we were drilling the well
znd specifically, but not limited to, you shall furnish, the following:

TO: Mr. Tom Stroud, Placid 01l Company, 3900 Thanksgiving Tower, Dallas, Texas
75201, Office Telephone 214-880-1320, Dallas, Texas,

1. Daily drilling reports, by prepaid telephone calls, to: Jill Rix
(214) 880-1254, or Telex No. 730544 before 9:00 a.m. weekdays. One
of the prime consideratious. for granting this letter 1is your
agreement to  furnish daily reports prior to 9:00 a.m. Unless
arrangements are made to furnish the above named party with such
reports ‘prior to 9:00 a.m., this agreement shall, at the optiom of
Farmor, becomé null and void.

TO0: Ms. Cathy Strong, Placid 01l Compaay, 3900 Thanksgiving Tower, Dallas,
Texas 75201; Office Telephone 214-880-1103; Nights or holidays to Ms.
Stroug, Home Telephone 214-681-1932. :

1. Application for permit to drill and a plat of the location prepared
by a competent surveyor,

2. True copy of sample log, 1including paleontology., description of
samples, geological tops, and names of formation encountered if such
log 1is kept of runm.

3. Certified copy of the driller's log.

4, One (1) copy of Field Print of electric logs.

5. .Two (2) final prints of all electrical formation surveys from the
base of the surface casing to the total depth.

6. One (1) copy of all velocity surveys, dipmeter and other special
surveys, if such surveys are rum,

PAGE 1 of 3
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Complete information on all cores taken, such as visual description,
core graph, core analysis reports, etc., if such information is
coumpiled.

Comﬁletion and plugging reports. evidencing the plugging of the well
in accordance with the laws of the State in which the lands upon
which the test well is located.

The ground and derrick floor elevarions at the well which shall be
run and certified to by a registered surveyor or registered engineer,
This information shall be furnished to us immediately after being
acquired by you.

_Daily copy of the mudlog report 1if mudlogger is used. Also one copy

of the composite final report.

TO: Mr. Harold E. Peterson, Placid 0il Company, 800 Beck Building, Shreveport,
Louisiana 71101; Office Telephone 318-227-8702.

1.

10.

11.

Daily drilling reports by mail.

Samples of all cuttings and cores obtained in said drilling
operations unless we elect not to take same.

One (1) copy of Field Print of electric logs.

Two (2) final prints of all electrical formation surveys.

True copy of sample log, including paleoﬁtology and description of
samples if such log 1s kept of rum., Also, geological formation tops

encountered.

One (1) copy of all velocity surveys, dipmeter and other special
surveys, if such surveys are rum.

Complete information on all cores téken, including geologic
description, analysis, and coregraph.

Daily copy of the mudlog report if mudlogger is used. Also one (1)
copy of the composite final report.

Sufficient notice of proposed logging, the taking of any cores, or
the making of any tests for us to have a representative present to
witness the operation if we so desire.

Immediate notice, by phone, giving complete informatiom om all drill
stem tests made, and any other tests conducted during drilling or
after completion of drilling.

Immediate notice, by phone, of any shows of hydrocarbons encountered.

If there should be a period of inactivity, such as after running casing in an
attempt to complete such well as a producer, we should be notified so that the
operation might be temporarily dropped from our daily reports. When work is
resumed, however, reports should be furnished again regularly until the well is
classified as a producer or is abandoned.

PAGE 2 of 3



Case 10-33568-sgj11.~.Claim 3-1 Part 10  Filed 07/28/10-~Desc Exhibit C4 Page 22
: ‘ of 36 . .

III.
TESTING PROMISING FORMATIONS

When an electrical formation survey 1s made on the well or wells to be drilled
under the Farmout Agreement, either before or after the Required Depth
specified therein, aund the information from such survey considered by itself or
in conjunction with other indicatlions or evidence from cuttings, cores, or
showings makes the formation appear to Placid 0il Company promising of
"producing oil and/or gas 1m paying quantities, you shall properly test, by
drill stem or by any other method specified by Placid 0il Company, such horizom
or horizons which appear promising of producing o1l and/or gas in paying
quantities. ’

The term '"paying quantities," as used in this Paragraph III, shall mean
quantities sufficient to yileld at current prices in the field for the oil or
gas involved, a reasonable profit after the payment of the costs of operating
the well or wells from which such 0il or gas 1is produced, but not the costs
that were incurred in.connection with the drilling and completing of said well
or wells for production.

1v,
(A) Joint Cost Statements should be mailed to:

Placid 011 Company

3900 Thanksgiving Tower
Dallas, Texas 75201
Attention: Joint Interest

(B) Correspondence, AFE Proposals and Proposals for drilling additional wells
on the property should be mailed to:

Placid 01l Company

3900 Thanksgiving Tower
Dallas, Texas 75201
Vice President, Land

Attached to and made a part of that certainr FARMOUT Agreement dated May 4,
1989 by and between Placid 0il Company (First Party) and E1 Toro 0il Company
(Second Party) covering lands situated iun Catahoula Parish, Louisiana.
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COPAS - 1984 - ONSHORE

Recommendad by the Coundl

‘ ?iEIEﬂl~ 601, soxemo . . of Petroleum Accountann

Yul.sA OK 74101 ' . il ﬂ”pHS-

EXHIBIT “c v

Attached to and made a part of 1hat certain Farmout Agreement dated May 4 1989 hy and betwsen
Placid Oil Company (Eirst Party) and Fl'Tore Oi) Company (Secand Party) cavering lands situated .

in Catahoula Parish, Louisiang,

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint };‘:operty" shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, cperation, protection and mainte-
nunce of the Joint Property. '
“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint Opera-
tions and which are to be shared by the Parties.

“(Oiperator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties to this agreement other than the Operator.

“Farties” shall mean Operator and Non-Operators. :

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct. supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special zund specific engineering, geological or cther profes-
sicnal skills, and whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property. :

“Personal Expensés” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manua) as
most recently recommended by the Council of Petroleum Accountants Societies.

2. Statement and Billings

Ogerator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac-
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure,
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except
thzt items of Controllable Material and unusual charges and credits shall be separately identified and fully described in
detail. . -

3. Advances and Payments by Non-Operators

A. Unless otherwise provided for in the agreement, the Operator may require the Mon-Operators to advance their
. share of estimated cash outlay for the succeeding month's operation within fifteen (15) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each

* monthly billing to reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made

’ within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at Elrst City Bank
JLAL12:00 ALM on the first day of the month in which delinguency occurs plus 1% or the maximum
contract rate permitted by the applicable usury laws in the state in which the Joint Property is located. whichever
is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts.

4. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof:
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar vear,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V. :

COPYRIGHT® 1985 by the Council of Petrolenm Accountants Societies.
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5. Audils

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right. to audit Opera-
tor’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
1. Where there are twe or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a
joint audit in a manner which will result in a2 minimum of inconvenience to the Operator. Operatlor shail bear no por-
tion of the Non-Operators' audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or
-removal of the Operator, and shall be made at the expense of these Non-Operators approving such audit.

B.  The Operator shall reply in writing to an audit report within 180 days after receipt of such report.

6.  Approval By Non-Operators
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions

in regard thereto, Operator shall notify all Non-Operators of the Gperatot's proposal, and the agreement or approvul of
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

II. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:
1. Ecological and Environmental
Caosts incurred for the benefit of the Joint Property as a result of governmental or regulatory requiremente. to satisfy environ-
rental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological
rature and pellution control procedures as required by applicable laws and regulations.
2. lentals and Royalties
ILease rentais and royalties paid by Operator for the Joint Operations.
3. labor

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct of Joint
Operations.

(2) Salaries of First Level Supervisors in the field,

(3) Salaries and wages of Technical Employees directly emplcyod on the Joint Property if such charges are excluded
from the overhead rates.

(4) Salaries and wages of Technical Employees either temporarily or permanently sssigned to and directly employed
in the operation of the Joint Property if such charges are excluded from the overhead rates.

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section II. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment” on the amount of

. salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section Il. If percentage assessment
is used, the rate shall be based on the Operator’s cost experience,

C. Expenditures or contributions made pursuant to assessments iinposed by governmental authority which are applicable
to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section II.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Jomt Account under Paragraph
3A of this Section I1.

4. Ewmnployee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of 2 like nature, applicable to Operator’s labor cost chargeabie to the Joint

Account under Paragraphs 3A and 3B of this Section II shall be Operator’s actnal cost not ti> exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies.

5.  Malterial )
Mzterial purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material
shel]l be purchased for or transferred to the Joint Property as may be reguired for immediate use and is reasonably practical
and consistent with efficient and economical operations. The accumnulation of surplus stocks shall be avoided.

6. Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for a distance greater than the distance fromn the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Farties.

2
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B. If surplus Material is moved io Operator's warehouse or other storage point, noe charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where iike material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available
when the actual charge is $400 or less excluding accessorial charges. The 3400 will be adjusted tc the amount most
rezently recominended by the Council of Petroleum Accountants Societies.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
19 of Section II and Paragraph i, ii, and iii, of Section 1I1. The cost of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense,
insurance, taxes, depreciation, and interest on gross investrnent less accumulated depreciation not to exceed

T ——percent (10 %) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

B. Inlieu of charges in paragraph 8A above, Operator may elect to use average commercizal rates prevailing in the immedi-
ate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates published by the
Petroleurn Motor Transport Association.

Damages and Losses to Joint Property

Al costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting frora Operator's gross negligence or
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable

_ after a report thereof has been received by Operator.

Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary {o protect
or recover the Joint Property, except that no charge for services of Operator’s legal staff or fees or expense of outside attor-
neys shall be made unless previously agreed to by the Parties. All other legzl expense is considered to be covered by the
overhead provisions of Section III unless otherwise agreed to by the Parties, except as provided in Section I, Paragraph
3. . "

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or *he production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo-
rern taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party's working interest.

Insurance

Ne: premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Warker's Compensation and/
or Employers Liability under the respective state’s laws, Operator may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a. charge at Operator’s cost not to exceed manusl rates.

Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authority.

Cornmunications

Cos® of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and

microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving t}\q Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section II.

Other Expenditures

Any other expenditure not covered or deait with in the foregoing provisions of this Section II, or in Section III and which
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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111. OVERHEAD

Overhead - Drilling and Producir:lg Operations

i

B.

As compensation for administrative, supervision, oifice services and warehousing costs, Operator shall charge drillin g
and producing operations on either:

{ ¥ Fixed Rate Basis, Paragraph 1A, or
{ ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of »1l neveannel aveept thase directly chargeable under Paraoranh
3A, Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the averhead rates
provided for in the above selected Paragraph of this Section 111 unless such cost and expense are agreed to by the
Parties as a direct charge 1o the Joint Account.

The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services
and contract services of technical personne! directly employed on the Joint Property:

() shall be covered by the overhead rates, ar
( X shall not be covered by the gverhead ratcs.

The salaries, wages and Personél Expenses of Technical Emplcyees and/or costs of professional consultant services
and contract services of techni¢al personnel either temporarily or permanently assigned to and directiy employed in
the operation of the Joint Property:

( X shall be covered by the overhead rates, or
() shall not be covered by the overhead rates.

. Overhead - Fixed Rate Basis

(1) Operator shall charge the J(;int Account at the following rates per well per month:

Drilling Wel] Rate $ 5.000.00
(Prorated for less than a full month)

Producing Well Rate $300.00
{2) Application of Overhead - Fixed Rate Basis shall be as follows:
!

(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later; except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period
from date workover operations, with rig or other units used in workover, commence through date of rig
or other unit release, except that no charge shall be made during suspension of operations for fifteen
(15) or more consecutive calendar days.

(b) Producing Well Rates

(1) - An active well eithert produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month.

2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered a separate well by the govern-
ing regulatory authority.

(3) An inactive gas well shut in because of overproduction or failuré of purchaser to take the production shall
be considered as a one-well charge providing the gas well is directly connected to a permanent sales
outlet. :

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are corm-
pleted on any well. This one-well charge shall be made whether or not the well has produced except when
drilling well rate applies. .

{5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow-
able, transferred allowable, etc.) shall not qualify for an overhead charge.

(3) The well rates shall be adjustéd as of the first day of April each year following the effective date of the agreement
to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur-
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published hy the United States
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad- -
justment. .

Overhead - Percentage Basis

(l) Operator shall charge the Joint Account at the following rates:

-4-
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_ Percent ( %) of the cost of development of the Joint Property exclusive of costs provided
under Paragraph 10 of Section II and all salvage credits.

(a) Development

(b) Operating

Percent ( %) of the cost of operating the Joint Property exclusive of costs provided under
Paragraphs 2 and 10 of Section 11, all salvage credits, the value of injected substances purchased for secondary
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and
to the Joint Property.

(2) Application of Overhead - Rercentégé Basis shall be as follows:

~—

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section 111, development
shall include all costs in connection with drilling, redrilling, deepening, or any remedial gperations on any or all
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop-
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandening
when the well is not completed as a producer, and original cost of construction or installation of fixed assets, the
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction as
defined in Paragraph 2 of this Section I1]. All other costs shall be considered as operating.

(Overhead - Major Construction

!\'4

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Jaint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint
Account for overhead based on the following rates for any Major Construction project in excessof $ . ________:

A 5 %of first $100,000 or total cost if less, plus
B. 3 % of costs in excess of $100,000 but less than $1,000,000, plus
C.—2  %of costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the compbnent parts of a single
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded. ;

3.  Catastrophe QOverhead

T> compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
to oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
tte following rates: : . ) ’

A. 3 % of total costs througfh $100,000; plus
B.—2 ____ %of total costs in excéss of $100,000 but less than $1,000,000; plus
C.—1 % of total costs in excess of $1,000,000.

Expenditures subject to the overhemis above will not be reduced by insurance recoveries, and no other overhead provi-
sions of this Section III shall apply. :

4. Amendment of Rates

The overhead rates provided for in this Section III may be amended from time to time only by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.
!

(V. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move-
ments affecting the Joint Property. Operatar shall provide all Material for use on the Joint Property; however, at Operator’s
option, such Material may be supplied by:the Non-Operator. Operator shall make timely disposition of idle and/or surplus
Material, such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale w outsiders.
Operatcr may purchase, but shall be under no obligation o purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controllalble Material not purchased by the Operator shall be agreed to by the Parties.

1. Purchases
Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

2. Transfers and Dispositions.

Material furnished to the Joint Properiy and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:

-5-
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A. New Material (Condition A)
(1) Tubular Goods Other than Line Pipe

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or $0.000 pound rail rate
rcr)m_v be used. Freight charges for tubing will be calculated from Lorain, Ghio and casing from Youngstown,

hio.

(b

For grades which aic'speviai i une mill snly, prices shall be computed at -2 =) base of that mill plus trans-
portation cost from that mill to the raitway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1Xa). For transportation cost from points other than Eastern mills, the 30,000 pound 0il Field
Hauiers Association interstate truck rate shall be used.

(c) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.0.b. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, to
the railway receiving point nearest the Joint Property. .

(d) Macaroni tubing (size less than 2% inch OD) shall be priéezl at the lowest published out-of-stock prices f.0.b.

the supplier plus transportation costs. using the Oil Field Haulers Association interstate truck rate per weight
of tubing transferred, to the railway receiving point nearest the Joint Property.

2

~

Line Pipe

(a) Line pipe movements (except size 24 inch OD and larger with wails 3 inch and over) 30,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1)Xa) as provided above. Freight
charges shall be calculated from Lorain, Ohio.

{b) Line pipe movements (except size 24 inch OD and larger with walls ¥ inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A(1Xa) as provided above. Freight charges shall be calculated from Lorain, Ohio.

(¢) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.o.h. the point of manufacture
at corrent new published prices plus transportation cost to the railway receiving point nearest the Joint
Property.

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be
priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices
agreed to by the Parties.

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply

store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway
receiving point nearest the Joint Property. ' -

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

B. Good Used Material (Condition B)

Méterial in sound and serviceable condition and suif.éble for reuse svithout reconditioning:
(1)* Material moved to the Joint Property ]

At seventy-five percent (75%) of current new price, as determined by Paragraph A.
(2) Material used on and moved from the Joint Property

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as new Material or

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as used Material.

(4) Material not used on and moved from the Joint Property
At seventy-five percent (75%) of current new price as determin?:d by Paragraph A.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material
(1) Condition C
Material which is not.in sound and servicéable condition and not suitable for its original function until after recon-
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall be charged to the receiving property, pravided Condition C value plus cost of reconditioning
does not exceed Condition B value.

-6-
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Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(2) Condition D

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
pipe prices.

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines,
chal) be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall
Ve priced un a non upsei basis: T e .

3) Conditiop E

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under procedures nor-
mally utilized by Operator without prior approval of Non-Operators. .

D. Obsolete Material

Material which is serviceable and usable for its original function but. condition and/or value of such Material is not
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties.
Such price should result in the Joint Account being charged with the value of the service rendered by such Material.

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundred
weight on 2l] tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
point. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Section III, Paragraph 1.A(8). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down price of
new Material.

3. Premium Prices

‘Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Mon-Operators for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator.

4. Warranty of Material Furnished By Operator

(iperator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the Joint
Account until adjustment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Material,

1. Fériodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Wriqen notice
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin S0 that
Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to accept the inventory taken by Operator.

2. Reconciliation and Adjustment of Inventories

Adjustments 1o the Joint Account resulting from the reconciliation of a physical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.

3. Special Inventories
Shecial inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property.
1t shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes

place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change
of Operator, all Parties shall be governed by such inventory.

4. Expense of Conducting Inventories

A. The expense of conducting periodic inventories shall not be ch:arged to the Joint Account unless agreed to by the
Parties. .

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.

-
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EXHIBIT "D"

INSURANCE PROVISION

Attached to and made a part of that certain FARMOUT Agreement dated May 4,
1989 by and between Placid 011 Company (First Party) and El Toro 0il Company
(Second Party) covering lands situated in Catahoula Parish, Louisiana.

Second Party shall at all times while performing operations hereunder, maintain
in full force and effect the following iunsurance coverages:

A. Worker's Compensation providing statutory benefits, and Employer's
Liability with limits of not less than $500,000 per person, covering
all employees engaged in the perfermance of work in the state having
jurisdiction over each employee. This policy shall contain a wailver
of subrogation in favor of First Parties with respect to operations
covered by this agreement.

B. Comprehensive General Liability Insurance, covering operaticns here-
under, with a combined single limit .per occurrence of $1,000,000
for bodily injury and property damage. Such policy shall be endorsed
to provide Blanket Contractual Liability covering obligations assumed
herein.

C. Comprehensive Automobile Insurance including non-owned and hired
vehicle coverage with a combined single limit per occurrence of
$500,000 for bodily imjury and property damage.

The insurance policles provided for in (b) and (c¢) shall name each First Party
as an additional insured awnd shall contaln a provisilon stating that insurance
underwriters shall waive all rights of subrogation in favor of each First
Party(s). Second Parties ‘shall furunish First Parties with' certificates
evidencing all of the above coverages prior to undertaking any operations under
this agreement. Such certificates shall provide that the policy or policies
may not be caucelled or materially changed without 10 days prior written notice
to First Parties. Second Parties shall require that each independent
contractor and subcontractor carry and maintain insurance at his own expense in
amounts deemed necessary to cover the risks inherent to the work or services
being performed. '

Tae certificate of Insurance Coverage shall be furnished to and approved by
First Party's Risk Management Department, 3900 Thanksgiving Tower, Dallas,
Texas 75201, Attention: John Farrell.



Case 10-33568-sgj11...Claim 3-1 Part 10 Filed 07/28/10--Desc Exhibit C4 Page 31
: of 36 .

EXHIBIT "E"

GAS BALANCING AGREEMENT FOR GAS PRODUCTION

Attached to and wmade a part of that certain FARMOUT Agreement dated May 4,
1989 by and between Placid 011 Company (First Party) and El Toro (il Cowpany
(Second Party) covering lands situated in Catahoula Parish, Louisiana.

The parties hereto own and are entitled to share In the oil and gas
production from wells subject to that certain FARMOUT Agreement dated May 4,
1989 in accordance with their respective interest set forth therein,.

Each party has made or will make arrangements to sell or utilize its share
of the gas produced from the wells covered hereby , and this FARMOUT Agreement
shall be considered a separate and distinct agreement as to each separate well
completion ("said well") under the Farmout Agreement. However, one or more of
rhe parties may not be disposing of its interest in the gas production from
time to time; therefore, to permit each party to produce and dispose of its
‘nterest in the gas production from said well with as much.flexibility as
possible, the parties hereto agree to the storage and balancing arrangement
herein set forth.

1.

From and after the date of imitial delivery of gas from said well, during
any period when a party does not dispose of its full share of the gas produced
from said well, any other party may produce from said well and take or deliver
to a purchaser, each month, all or part of that portion of the allowable gas
production assigred thereto, which 1s not produced by a party taking less than
its full share; provided, however, no party shall be entitled to take or
deliver to a purchaser 1u excess of three hundred per ceunt (300%) of its
current share of the volumes capable of being delivered or of the allowable gas
production assigned thereto, whichever is less. The parties hereto shall share
in and own the liquid hydrocarbons recovered from such gas by lease separation
equipment (not to include 1liquid hydrocarbons recovered in a gas processing
plant) 1in accordance with their respective interest, as set forth hereinabove,
and upon and subject to the terms of the above-described FARMOUT Agreement.

2.

A party receiving credit for less than its full share of the gas produced
shall be credited with gas in storage equal to 1ts full share of the total gas
produced, less such party's share of the gas used in operatioms or vented or
lost, and less that portion of the gas such party took or delivered to its
purchaser. The unit, Operator of the wells, will waintain an account of the
gas balance between the parties hereto and will furoish each party mouth
statements showing the total quantity of gas produced, the portion thereof used
in operations, vented or lost, the total quantity of gas taken or delivered to
market for the account of each party, and the monthly and cumulative over and
under delivery of each party.

3.

After notice to the Unit Operator, any party may at auy time begin taking
or delivering to a purchaser its full share of the gas produced (less such
party's share of gas used in operations, vented or lost). To allow the recover
of gas in storage and to balance the gas accouunt of the parties in accordance
with their respective interests, a party with gas in storage shall be entitled
to take or deliver to a purchaser its current share of the gas produced (less
such party's share of gas used in operatioms.

PAGE 1 of 2
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vented or lost), plus a share of gas mnot exceeding its gas 1in storage
determined by multiplying (1) fifty percent (50%), by (2) the interest in saild
well's current production of the party or parties having taken more than their
share of cuumulative gas production from said well, by (3) a fraction, the
numerator of which 1s the interest in said well of such party with gas in
storage and the denominator of which 1s the total percentage interest {in said
well of all parties currently recovering gas from storage.

4.

Nothing here shall be construed to deny any party the right, from time to
time, to produce and take or deliver to its purchaser its full share of the
allowable gas production to meet the deliverability test: required by 1its
purchaser, Each party, shall at all times, use its best efforts to regulate
its takes and deliveries from said wells so that said wells will not be shut-in
Zor over producing the allowable, if any, assigned thereto by the regulating
body having jurisdiction.

5.

Each party producing and taking or delivering gas to its purchaser shall
ray any and all production taxes, royalties and other burdens due on such gas.

6.

Should production of gas from said well be permanently discontinued before
the gas account is balanced, settlement will be made between the under produced
and overproduced parties. Under produced and overproduces parties are those
parties who have received credit for a lesser and preater quantity,
respectively, than their share of the cumulative gas productlon from said well
(less such party's share of gas used in operations, vented or lost) at such
time a production is permanently discontinued. In making such settlement, the
underproduced party or parties will be paid a sum of money by the overproduced
party or parties attributable to the overproduction which sald overproduced
party received, less applicable royalty and taxes theretofore paid, in
accordance with the method set out herein, and at the applicable price defined
below. If an underproduced party is entitled to any cash settlement as a
result of taking mno gas or only part of the gas to which such party was
entitled, such underproduced party shall be paid by the overproduced party as
if the gas being paid for were produced by the underproduced party at the time
it was actually produced and sold by the overproduced party and for the price
or prices received by the overproduced party as sold from time to time
beginning with first sales of overproduced gas. For gas sold in intrastate
commerce, the price basis shall be the price received for sale of the gas. For
ges sold in interstate commerce, the price basils shall be the rate collected,
from time to time, which is not subject to possible refund, as provided by the
Federal Power Commission pursuant to final order or settlement applicable to
thke gas sold form said wells, plus any additional collected amount which is not
ultimately required by said Commission to be refunded, such additional
collected amount to be accounted for at such time as fimal determination 1is
made with respect thereto.

7.

This agreement shall be and remain 1n force and effect for a term
concurrent with the term of the FARMOUT Agreement between the parties.

8.
Nothing herein shall change of affect each party's obligations to pay is

proportionate share of all costs and liabilities {incurred in operations, as its
share thereof is set forth in the above-described FARMOUT Agreement.

PAGE 2 of ?
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EXHIBIT "F"
Attached to and wmade a part of that certaiu FARMOUT Agreement dated May 4, 1989

by and between Placid 0il Company (First Party) and El Toro O0il Company
(Second Party) covering lands situated in Catahoula Parish, Louisiana,

FEDERAL CONTRACT REQUIREMENTS

I. EQUAL EMPLOYMENT OPPORTUNITY:

A. Equal Opportunity Clause (41 CFR 60-1.4)

During the performance of this contract, Coutractor agrees as
follows: ’

(1) Contractor will not discriminate against any employees or
applicant for employment because of race, color, religion, sex or
unational origin. Contractor will take affirmative action to ensure
that applicants are employed, and that employees are treated during
employment, without regard to their race, color, religion, sex or
national origin. Such -action shall include, but not be limited to
the following: employment, <upgrading, demotion, or transfer,
recruitment or recruitment advertising; layoff or termination; rates
of pay or other forms of compensation; and selection for training,
including apprenticeship., Contractor agrees to post in couspicuous
places, available to employees and applicants for employment, notices
to be provided by the contracting officer setting forth the
provisions of this nondiscrimination clause.

(2) Contractor will, in all solicitations or advertisements for
employees placed by or on behalf of Contractor, state that all
qualified applicants will receive consideration for employment
without regard to race, color, religion, sex or national origin.

(3) Contractor will send to each labor union or represemntative
of workers with which Contractor has a collective bargaining agree~
ment or other contract or understanding, a notice to be provided by
the agency contracting officer, advising the labor unlon or workers'
representative of Contractor's commitments under Section 202 of
Executive Order 11246 of September 24, 1965, and shall post copies of
the notice 1n consplcuous places available to employees and
applicants for employment.

(4) Contractor will comply with all provisions of Executive
Order 11246 of September 24, 1965, and of the rules, regulations, and
relevant orders of the Secretary of Labor.

(5) Contractor will furnish all information and reports
required by Executive Order 11246 of September 24, 1965, and by the
rules, regulations, and orders of the Secretary of Labor, or pursuant

" thereto, and will permit access to his books, records, and accounts
by the contracting agency and the Secretary of Labor for purposes of
investigation to ascertain compliance with such rules, regulations,
and orders.

(6) In the event of Contractor's unoncompliance with the
nondiscrimination clauses of this contract or with any of such rules,
regulations, or orders, this contract may be cancelled, terminated or
suspended 1n whole or 1in part and Coantractor may be' declared
ineligible for further Government contracts 1in accordance with
procedures authorized in Executive Order 11246 of September 24, 1965,
and such other sanctions may be imposed and remedies 1invoked as

"provided in Executive Order 11246 of September 24, 1965, or by rule,
regulation, or order of the Secretary of Labor, or as ctherwise
provided by law. :
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(7) Contractor will include the provisions of paragraphs (1)
through (7) in every subcontract or purchase order unless excepted by
rules, regulations, or orders of the Secretary of Labor issued
pursuant to Section 204 of Executive Order 11246 of September 24,
1965, so that such provisions will be binding upon each subcontractor
or vendor. Contractor will take such action with respect to any
subcontract or purchase order as the contracting agency may direct as
2 means of enforcing such provisions including sanctions for
noncompliance; provided, however, that 1o the event Contractor
becomes involved 1in, or is threatemed with, litigation with a
subcoutractor or vendor as a result of such direction by the con-
tracting agency, Contractor may request the United States to enter
into such litigation to protect the interests of the United States.

B. Employee Information Reports (41 CFE 60-1.7)

If the value of this contract is $50,000 or more and if Contractor has 50
or mwore employees, Contractor agrees to file timely, complete and accurate
reports on Standard Form 100 (EEO-1) with the appropriate federal agency.

C. Affirmative Action Program (41 CFR 60-1.40)

1f the value of this contract is $50,000 or more and Countractor has 50 or
more employees, Contractor agrees to develop a written affirmative action
compliance program as required by law.

D. Certification of Nonsegregated Facilities (4] CFR 60-1.8)

Contractor certifies that it does not and will not maintain or provide for
its employees any segregated facilities at any of its establishments, and
that it does not and will unot permit its employees to perform their
services at any location under its control, where segregated facilities
are maintained. Contractor agrees that a breach of this certification is
a violation of the Equal Employment Opportunity Clause in this contract.
As used in this certification, the term "segregated facilities'" means any
waiting rooms, .work areas, rest rooms and wash rooms, restauraunts and
other eating areas, ‘time clocks, locker rooms and other storage or
dressing areas, parking lots, drinking fountalos, recreation or enter-
tainment areas, transportation, and housing facilities provided for
employees which are segregated by explicit directive or are in fact
segregated on the basis of race, creed, color, or national origin, because
of habit, local custom or otherwise. It further agrees that (except where
it has obtained identical certifications from proposed subcontractors for
specific time pertods) 1t will obtain identical certifications from
propesed subcontractors prior to the award of subcontractors exceeding
$10,000 which are not exempt from the provisions of Equal Employment
Opportunity Clause; that 1t will retain such certifications in its files;
and that it will forward the following notice +o such proposed
subcontractors (except where the proposed subcontractors have submitted
identical certifications for specific time period): NOTICE TO PROSPECTIVE
SUBCONTRACTORS OF REQUIREMENT FOR CERTIFICATIONS OF NONSEGREGATED
FACILITIES. A certification of Nonsegregated Facilitles, as required by
the May 9, 1967, order on Elimination of Segregated Facilities, by the
Secretary of Labor (32 Fed. Reg. 7439, May 19, 1967) must be submitted
prior to the award of subcontract exceeding $10,000 which is not exempt
from the provisions of the Equal Employment Opportunity Clause. The
certification may be submitted either for each subcontract or for all
subcontracts during a period (i.e., quarterly, semiannually, or annually).
(Note: The penalty for making false statements in offers is prescribed in
18 U.S.C. 1001.)

Page 2 of 4 pages to Exhibit "F" - Federal Contract Requiremeuts



Case 10-33568-sgj11.. Claim 3-1 Part 10 fF,i|ed 07/28/10 ~Desc Exhibit C4 Page 35
: . of 36

II. LISTING OF EMPLOYMENT OPENINGS (41 CFR 50-250)

Contractor agrees to comply with the rules and regulations of the Depart-
ment of Labor concerning the listing of employment openings, including the
contract clause set forth in 4! CFR 50-25(.4, which clause 1s incorporated
herein by reference. Contractor also agrees to place the foregoing
provision in any subcontract directly under this contract.

III. EMPLOYMENT OF THE HANDICAPPED (20 CFR 741.2)

(This clause applies to all nponexempt contracts and subcontracts
which exceed $2,500 as follows: (1) Part A applies to contracte and
subcontracts which provide for performance in less than 90 days, (2) Parts
A and B apply to contracts and subcontracts which provide for performance
in 90 days or more and the amount of the contract or subcontract is less
than $500,000, and (3) Parts A, B, and C apply to contracts and
subcontracts which provide for performance in 90 days or more and the
amount of the contract or subcontract is $500,000 or more.)

PART A

(a) The Coutractor will not discriminate against any employees or
applicant for employment because of physical or weantal handicap in regard
to any position for which the employee or applicant for employment 1is
qualified. The contractor agrees to take affirmative action to employ,
advance in ewmployment and otherwise treat qualified handicapped individu-
als without discrimination based upon their physical or meantal handicap in
all employment practices such as the following: employment, upgrading,
demotion or transfer, recruitment or vecruitment advertising; layoff or
termination, rates of pay or other forms of compensation, and selection
for training, including apprenticeship.

(b) The Contractor agrees that, 1f a handicapped individual files a
complaint with the Contractor that he is not complying with the require-
ments of the Act, he will (1) investigate the complaint and take appro-
priate action cousistent with the requirements of 20 CPFR 741.29 and
(2) waiutain on file for three years, the record regarding the complaint
and the actions taken.

(c) The Coutractor agrees that, if a handicapped individual files a
complaint with the Department of Labor that he has not complied with the
requirements of the Act, (1) he will cooperate with the Department in 1its
investigation of the complaint, aud (2) he will provide all pertinent
information regarding his employment practices with respect to the
handicapped. :

(d) The Contractor agrees to comply with the rules ‘and regulations
of the Secretary of Labor in 20 CFR Ch. VI, Part 741.

(e) In the event of the Contractor's non-compliance with the
requirements of this clause, the contract may be terminated or suspended

in whole or in part.

(f) This clause shall be included in all subcontracts over $2,500.
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PART B

(g) The Contractor agrees (1) to establish an affirmative action
program, including appropriate procedures cousistent with the guidelines
and the rules of the Secretary of Labor, which will provide the affirma-
tive action regarding the employment and advaucewent of the handicapped
required by P.L. 93-223, (2) to publish the program in his employees' or
persounel handbook or otherwise distribute a copy to all personnel, (3) to
review his program on or before March 31 of each year and to make such
changes as may be appropriate, and (4) to designate one of his principal
officials to be responsible for the establishuwent and operation of the
program.

(h) The Comtractor agrees to permit the examination by appropriate
contracting agency officials or the Assistant Secretary for Employment
Standards or his designee, of pertinent books, documents, papers aund
records concerning his employment and advauncement of the handicapped.

(1) The Contractor agrees to post in conspicuous places, available
to employees and applicants for employment, mnotices in a form to be
prescribed by the Assistant Secretary for Employment Standards, provided
by the contracting officer stating Contractor's obligation under the law
to take affirmative action to employ and advance in employment qualified,
handicapped employees and applicants for employment and the rights and
remedies available.

(j) The Contractor will notify each labor union or representative of
~workers with which he has a collective bargaining agreement or other
contract understanding, that the Countractor is bound by the terms of
Section 503 of the Rehabilitation Act, znd 1s committed to take affirma-
tive action to employ aud advance in employment physically and wentally
handicapped individuals.

PART C

(k) The Contractor agrees to submit a copy of his affirmative action
program to the Assistant Secretary for Employment Standards within 90 days
after the award to him of a contract or subcontract.

(1) The Contractor agrees to submit a summary report to the Assis-—
tant” Secretary for Employment Standards, by March 31 of each year duriung
performance of the Contract, and by March 31 of the year following
completion of the contract, 1in the form prescribed by the Assistant
Secretary,. covering employment and complaint experience, accommodatious
made and all steps taken to effectuate and carry out the commitments set
forth 1in the affirmative action program.

Page 4 cof 4 pages to Exhibit "F"” - Federal Countract Requirements
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AND GAS LEASE

STATE OF LOUISIANA §

COUNTY OF CATAHOULA §

THIS AGREEMENT, made this 4th day of June, 1990, but effective April 4, 1990,
by and between PLACID OIL COMPANY, a Delaware Corporation with offices at 3900
Thanksgiving Tower, 1601 Elm Street, Dallas, Texas 75201, hereinafter called
"LESSOR” and EL TORO OIL COMPANY, P.O. Drawer M, Natchez, Mississippi 39120-
1057, hereinafter called “"LESSEE", WITNESSETH THAT:

1. Lessor in consideration of the royalties herein provided, and of the
agreement of Lessee herein contained, hereby grants, leases and lets exclusively
unto Lessee (for the purpose of investigating, exploring, prospecting and drill-
ing for and producing oil and gas) the following described land in the Catahoula
Parish, State of Louisiana to-wit:

Township 6 North, Range 6 East, Section 29: SHSEkSEK; Section 32: NMNEKNEk

This lease shall be limited to strata and/or zones from the surface of the earth
down to and including a depth of 6,110 feet and its stratigraphic equivalent as
found in the Placid 0il Co. Fee No. 2 Well located on said lands.- All other
rights are reserved by Lessor.

For the purposes of Articles 3 (d) and 9 (c) of this lease, the leased
premises shall be conclusively presumed to comprise 40 acres, whether there be
more or less.

2. Subject to the terms and conditions hereinafter set forth, this lease
shall be for a term of ninety (90) days from the date hereof (hereinafter refer-
red to as the "primary term”) and as long thereafter as oil or gas is produced
in paying quantities from the leased premises or lands pooled therewith.

3. Lessee shall pay to Lessor monthly as a royalty:

(a) On oil (which for the purposes of this lease includes all hydro-
carbons produced at the well in liquid form by ordinary production methods), 25%
of the amount received by Lessee for all oil produced and saved from the leased
premises, or, at Lessor’s option, Lessee will deliver to Lessor's credit free of
cost to Lessor, in the pipe line or plant or storage tanks to which the well or
wells may be connected, 25% of all oil produced and saved from the leased pre-
mises. "The royalties here set forth for oil shall also be paid on all gasoline
or other petroleum products manufactured or extracted from any gas produced from
the leased premises, but Lessee may deduct from royalties on such gasoline or
other petroleum products, the actual costs, not to exceed the fair and reasonable
cost, of such manufacture or extraction. No deductions for extraction costs
shall be made for liquid hydrocarbons recovered by use of drip, separator or
similar apparatus on the flow line of wells, and except as to gas being used for
repressuring or recycling purposes, Lessee shall, prior to the sale or use of gas
from such well, install and use such apparatus on any well or wells capable of
producing liquid hydrocarbons in paying commercial quantities.

(b) On gas (which for the purposes of this lease, includes all vaporous
or gaseous substances and specifically includes the residue gas remaining after
manufacture or extraction of any gasoline or other petroleum products),

‘

(i) produced, saved and sold from the leased premises, 25% of the
amount received by Lessee or 25% of the amount of the best price which could have

been received by Lessee in the.exercise of reasonable diligence, whichever is the
higher. :

(ii) produced, saved and used off the leased premises, but not
sold, 25% of the market value at the time and place of use.

(c) On oil or gas sold (or used but not sold) outside the field from
which produced, Lessee may deduct, from the royalties set forth in (a) and (b)
above, the actual cost, not to exceed the fair value of transporting same from
the f1e1d to the point of sale or, if same is not sold, to the point of use.
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(d) Where gas from a well producing.gas only is not sold because of no
market or demand therefor, Lessee may pay as royalty $5.00 per acre (subject to
proportionate reduction as set forth in Article 6 below) per year, such payment
to be made on or before the thirtieth day after the date that such a well is shut
in, and upon such payment it will be considered that gas is being produced within
the meaning of Article 2 of this lease.

(e) Gas which may be disposed of for no consideration to Lessee,
through unavoidable waste or leakage, or in order to recover oil and other liquid
hydrocarbons, or returned to the ground, shall not be deemed to have been sold
or used off the leased premises, within the meaning expressed or implied of any:
part of this lease.

4. If at the expiration of the primary term, oil and gas or any of them are
not being produced on said leased premises or on land pooled therewith but Lessee
is then engaged in operations thereon, or if Lessee shall have ceased operations
or production on said leased premises or on land pooled therewith within ninety
days prior to expiration of the primary term, this Lease shall remain in force
so long thereafter as the same or other operations are prosecuted (on the same
or different wells) with no cessation of more than ninety consecutive days, and,
whether or not they result in the production of oil or gas as long thereafter as
oil or gas are produced from or operations are prosecuted (on the same or differ-
ent wells) on said leased premises or on land pooled therewith, with no cessation
of more than ninety consecutive days. Whenever.used in this Lease, the word
"operations” means and includes operations for and the mining, drilling, testing,
coumpleting, recompleting, reworking, deepening, plugging back or repairing of a
well or hole, repairing or replacing production equipment, or any other opera-
tions, in search for or in an effort to obtain or reestablish production of oil
or gas and includes the production of leased substances whether or not in paying
quantities. All operations hereunder shall be deemed to be continuously prose-
cuted if not more than ninety consecutive days elapse between the completion of
all operations at one well or location and the commencement or recommencement of
operations at the same or, another well or location.

5.  The rights of the Lessee may not be assigned except upon written consent
of Lessor. The provisions hereof shall extend to the heirs, successors and as-
signs of the parties hereto, but no change or division in ownership of the land,
minerals or royalties however accomplished shall operate to enlarge the obliga-
tions or diminish the rights of Lessee; and no such changes in ownership shall
be binding on Lessee nor impair the effectiveness of any payments made hereunder
until Lessee shall have been furnished, forty-five (45) days before payment is
due, a certified copy of recorded instrument evidencing any transfer, inherit-
ance, sale ‘or other change in ownership.

6. This lease is executed WITHOUT WARRANTY OR COVENANT OF TITLE OR ANY
OTHER WARRANTY WHATSOEVER, EITHER EXPRESS OR IMPLIED EVEN AS TO THE RETURN OF THE
CONSIDERATION THEREFOR. If Lessor owns a mineral interest in the leased premises
less than the entire fee simple estate, then the royalties to be paid Lessor
shall be reduced proportionately. .

7. All notices to be given Lessor pursuant to this lease shall be given to

Placid 01l Company, Attention: Land Manager, Land Department, 3900 Thanksgiving
Tower, Dallas, Texas 75201.

8. All terms and express or implied covenants of this lease shall be sub-
ject to all Federal and State Laws, executive orders, rules or regulations, and
this lease shall not be terminated, in whole or in part nor Lessee held liable

in damages, for failure to comply herewith, if compliance is prevented by any
such law, order, rule or regulation.

9. (a) The term "Force Majeure” as used herein shall mean and include:
Requisition, order,- regulation or control by governmental authority or commis-
sion, exercise of rights of priority of . control by governmental authority for
National Defense or war purposes resulting in delay in obtaining or inability to
obtain either material, equipment or means of transportation normally necessary
in prospecting or drilling for oil or gas, or in producing, handling or trans-
porting same from leased premises; war; scarcity of or delay in obtaining materi-
als or equipment; lack of labor or by means of transportation of labor or materi-

al; Acts of God; insurrection; flood; strike; or other things beyond the control
of Lessee,

Page 2
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(b) If by reason of Force Majeure as herein defined, Lessee is prevent-
ed from or delayed in drilling, completing or producing any offset well or wells
for oil or gas on the leased premises or lands pooled therewith, then while so
prevented or during the period of such delay Lessee shall be relieved from all
obligations whether express or implied, imposed on Lessee under this lease, to
drill, complete or produce such well or wells on the leased premises or lands
pooled therewith, and Lessee shall not be liable in damages and this lease shall
not be subject to cancellation for failure of Lessee to drill, complete or pro-
duce such well or wells during the time Lessee 1s so relieved from all obliga-
tions to do so.

(c¢) 1If upon or at any time after the expiration of the primary term
hereof, while this lease is in force, Lessee cannot maintain same in effect
because prevented by Force Majeure from fulfilling the particular requirement
(operations on or continued production from the leased premises or lands pooled
therewith, as the case may be) Lessee may continue this lease in effect during
the time of the exlistence of such Force Majeure by payment to Lessor of an amount
equal to $5.00 per acre on or before the end of the primary term or on or before
the thirtieth day after the occurrence of Force Majeure, whichever is the later
date, and the payment to Lessor of an amount equal to $5,00 per acre every sixty
days thereafter for so long as such Force Majeure exists. Such payments when
made shall continue this lease in effect for the time period specified within
this Article. Any such payment shall be subject to proportionate reduction as
set forth in Article 6 above. Nothing herein shall impair the right of Lessee
to release this lease as to all or any portion of the leased premises and be
relieved of all obligations thereafter accruing as to the acreage released.

10. Notwithstanding anything to the contrary contained herein, after the end
of the primary term, this lease shall not be continued in effect for a cumulative
period of more than one (1) year by means of payment of shut-in royalty (Article
3 (d)), by Force Majeure (Article 9) or by any other means or any combination of
the means mentioned herein, except the actual production of oil or gas or both
in paying quantities from the leased premises or lands with which the premises

are pooled hereunder or additional drilling operations or reworking operations
in compliance with Article 4. '

11. (a) At payout, (i.e., after 100% of the expenses of drilling, completing,
equipping and operating said well have been paid from the production therefrom,
on a well by well basis) the royalty paid to Lessor shall increase to a 30%
royalty, which royalty shall be paid in the manner set forth in Article 3.

12. Lessee agrees.-to protect, indemnify and hold Lessor harmless, free and
clear of and from all liens, claims, demands, actions and causes of action
vhatsoever nature, arising out of or in connection with all operations conducted
by Lessee on the leased premises or acreage pooled therewith, and agrees to
promptly pay all bills for labor and other items. If any well which is drilled
on the leased premises is plugged and abandoned, Lessee shall level all dumps,
fill in all pits, remove all debris, and otherwise restore the surface of the

land to substantially the same condition as it was before the commencement of
such operations.

13. As to each well drilled on the leased premises or acreage pooled
therewith, Lessee shall provide Lessor, at Lessee's expense, at the address set

forth in Article 7 hereof the following information immediately upon acquisition
of same, to-wit: )

A. Copy of Application to Drill and location plat filed with the State

Regulatory Body; and copy of Permit, and Permit number, issued in response
thereto,

B.  Derrick floor and ground level elevation.

c. Daily Drilling Report by prepaid telephone calls to Placid 0il
Company Drilling Department, 214-880-1254, containing full information relative
to the drilling progress of said test well, commencing with clearing the location

and moving in material and equipment including all current formation top calls.

D. Copy of well record log.

Page 3
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. E. A copy of the éompletion record form, if the test well is a produc-
er; or a copy of the plugging and abandoning record, if the test well is a dry
hole; all such copies to be properly notarized.

F.  Core description and core analyses, if run.

G.  Record of open flow potential test in the event said test well is
a gas well.

H.  Results of all tests made on said well as and when made, including
records of all drill stem tests with copy of bottom hole pressure chart furnished
by the service company,’ accurate description of recovery and test results, and
copies of all other production test records.

I. Two copies of an electrical log survey of the well bore from the
bottom of the surface casing to the total depth as well as two copies of any and
all well or electrical logs, micrologs, section gauges, temperature surveys,
radioactive logs, mud analyses logs, drilling time logs and any and all logs or
surveys made of the well, except seismic velocity surveys, AS AND WHEN PRELIMI-
NARY RUNS THEREOF ARE MADE, and a composite log upon completion of the well.
Lessor, at its sole expense and risk (including payment of rig time and other
expenses for which Lessee would otherwise be responsible, and liability for
damage to persons, property and the well) may lower geophones in the well to make
selsmic velocity surveys as sole property of Lessor.

J. Upon request; samples of all cores, a set of formation drilling
samples, and representative samples of fluid recovered on formation tests.

K. A geological sample description log indicating all shows of oil
and/or gas, and geological horizons, made by a person qualified to make such log
except where this requirement is specifically waived,

Lessee shall permit representatives of Lessor to have full and free
access at all times to the test well and to the derrick floor whether such well
is located on the leased premises or lands pooled therewith. Lessee shall notify
Lessor of any of the following events at the time and in the menner shown suffi-
ciently in advance thereof to enable Lessor to have a representative present at
the well to witness: '

1. The spudding of sald test well;
2. All drill stem or any other tests of said test well;

3. The running of any electrical log or other survey that Lessor
is entitled to receive; ’

4.  Any coring operation;
5. The measurement of the total depth of said test well;
‘6. Any plugging operation.

Upon encountering any formation containing oil or gas in reasonably
substantial quantity or pressure, Lessee shall immediately notify Lessor of such
fact by orally Informing Lessor’s representative at the well site, or by notice
to Lessor by telephone or telegraph at the address provided in Article 7 hereof
if such representative is not at the drill site,

14. Lessee, at its option, is hereby given the right and power at any time
Prior to the establishment of production on the leased premises or acreage pooled
therewith, to pool or combine the leased premises covered by this lease, or any
portion thereof, with other land, lease or leases and mineral interests in the
immediate vicinity thereof, when, in Lessee’s Judgment, it is necessary or advis-
able to do so in order to properly explore or develop or operate said premises
SO as to promote the conservation of oil, gas or other minerals in and under and
that may be produced from said premises or to prevent waste or to avold the
drilling of unnecessary wells or to comply with the spacing or unitization order
of any Regulatory Body of the State of Louisiana or the United States having
jurisdiction, provided however, that Lessor shall have the right to approve the
size, shape and configuration of any such unit so formed except a unit formed
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pursuant to a valid order of any Regulatory Body having jurisdiction. The term
"Regulatory Body" shall include any governmental officer, tribunal or group
(civil or military) issuing orders governing the drilling of wells or the pro-
duction of minerals. Such pooling shall be of adjacent tracts which will form
a reasonably compact (but not necessarily contiguous) body of land for each unit,
and the unit or units so created shall not exceed forty (40) acres for each well
for oil exploration or production and one hundred sixty (160) acres each for each
well or gas and gas-condensate exploration or production unless a larger spacing
pattern or larger drilling or production units (including a field or pool unit)
shall have been fixed and established by an order of a Regulatory Body of the
State of Louisiana or of the United States, in which event the unit shall be the
same as fixed by said order. Lessee shall execute and file for record in the
Records of Catahoula Parish, Louisiana in which the land herein leased is situat-
ed a declaration describing the pooled acréage; and upon such filing, the unit
or units shall thereby become effective, except that when a unit is created by
order of a Regulatory Body the pooling shall be effective as of the effective
date of such order, and no declaration shall be required in connection therewith,
The royalties herein elsewhere specified shall be computed only on the propor-
tionate part of the production form any pooled unit that is allocated to the land
herein described; and unless otherwise allocated by order of a Regulatory Body,
the amount of production to be so allocated from each pooled unit shall be that.
proportion of such total production that the surface area of the land affected
hereby and included in the unit bears to the total surface area of all the lands
included in such pooled unit. Drilling or reworking operations on or production
of 0il, gas or other minerals from land included in such pooled unit shall have
the effect of continuing this lease in force and effect during or after the pri-
mary term as to all of the land covered hereby (including any portion of said
land not included in said unit and as to all strata underlying said land, whether
or not such operations be or such production be from land covered hereby. Any
unit formed by Lessee hereunder must be created prior to the establishment of
production from the unit well. Separate units may be created for oil and for
gas, or for separate stratum or strata of oil or gas, even though the areas
thereof overlap, and the creation of a unit as to one mineral or strata or
stratum shall not exhaust the right of Lessee (even as to the same well) to
create different or additional units for other minerals or for other strata or
stratum of the same or other minerals. Lessee shall obtain Lessor’s approval of
any amendment to any unit formed pursuant to this Article, prior to such
amendment, unless such unit is amended by order of a Regulatory Body. The
failure of the leasehold title (in whole or in part) to any tract or interest

- therein included in a pooled unit shall not affect the validity of said unit as

to the tracts or interests not subject to such failure, but the unit may there-
after be revised as hereinafter provided. Lessee shall have the right and power
to reduce and diminish the extent of any unit.created under the terms of this
paragraph so as to eliminate from said unit any interest or lease to which title
has failed or upon which there is or may be an adverse claim. Such revision of
the unit shall be evidenced by an instrument in writing executed by Lessee, which
shall describe the lands included in the unit as revised and shall be filed for
record in the Records of Catahoula Parish, Louisiana where the lands herein are
situated. The revised declaration shall not be retroactive but shall be effect-
ive as of the date it is filed for record. Any unit created by Lessee hereunder
shall also be revised so as to conform with an order of a Regulatory Body issued
after said unit was originally established; such revision shall be effective as
of the effective date of such order without further declaration by Lessee, but
such revision shall be limited to the stratum or strata covered by said order and
shall not otherwise affect the unit originally created.

15. 1In the event a well or wells producing oil or gas in paying quantities
should be brought in on adjacent land and such well or wells are draining the
leased premises, Lessee agrees to drill offset wells or cause an existing well
or wells to be completed in the formation or horizon in which drainage is occurr-
ing. Lessee agrees to drill such offset wells as a reasonably prudent operator
would drill under similar circumstances. For the purpose of this Article, it
shall be conclusively présumed that an oil well within 660 feet or a gas well
within 1320 feet of the leased premises is draining the leased premises; it being
understood, however, that this conclusive presumption shall not preclude Lessor
from claiming drainage form offset wells located at greater distances from the
leased premises, but is merely for the purpose of obviating the necessity of
proof of drainage within the prescribed limits. Failure on the part of Lessee
to comply with the provision of this Article within thirty (30) days from the
date that any such well causing drainage (as that term is defined in this
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Article) is completed shall cause this lease to terminate as to all acreage
offsetting the well draining the leased premises. In the event the cancellation
or termination of this provision under this Article, Lessee agrees and obligates
itself to deliver to Lessor a recordable release of this lease as to acreage be-
ing drained. For the purpose of this Article, it shall be conclusively presumed
that leased lands within 1320 feet from the drilling or proration unit for the
offending oil well and within 2640 feet from the drilling and proration unit for
the offending gas well are being drained unless a greater area is being drained,
and said release shall specify, describe or recite the greater of areas deter-
mined in the manner expressed in this sentence.

16. Notwithstanding anything to the contrary contained herein, at the end
of the primary term hereinbefore recited, this lease shall terminate with respect
to all of the leased premises which is not included within the surface boundaries
of a production and/or proration unit (as that term is defined in this lease)
from which oil and/or gas is not being produced.

17. Lessor shall have the continuing, separate and distinct right and option
at all times and from time to time, exercisable upon thirty (30) days’ notice
either orally or in writing, to purchase all or any part of the crude oil, con-
densate, distillate, casinghead gasoline, and other liquid hydrocarbons, or
either of them, herein called "o0il”, produced and saved from or allocated to the
interest leased to Lessee pursuant hereto. The price to be paid therefor shall
be the price posted by the major oil purchaser for oil of like grade and gravity
on the date of ‘delivery in the district where said leased premises are located,
the average thereof if there be more than one purchaser, or if there is no posted
price, then the average price being paid for oil of like grade and gravity by the
purchasing companies buying oil in the field where such premises are located.
Upon each exercise of such option, the Lessor shall have the right to terminate
such purchase at any time thereafter upon thirty (30) days’ notice.

18. 1In order to secure the payment of Lessor’s royalties, rentals and other
sums which may become due and owing to Lessor under the terms hereof, Lessee does
hereby pledge, transfer, assign, and convey unto Lessor, all Lessee's right,
title and interest in and to this Lease, and all 0il,.Gas and minerals in and
under and which may be produced from the lands covered hereby, together with the
proceeds of the sale of such production and all accounts receivable arising from
the sale thereof. The maximum amount of indebtedness secured by this pledge
shall not exceed $10,000,000.00. If Lessee fails to pay such royalties, as same
become due and owing, Lessee does hereby agree to pay interest on the amount
thereof at the.rate of 12% per annum until pald in full. Lessor directs and
authorizes any and all purchasers of such oil, gas or other minerals produced
from this lease and mineral rights to pay to said Lessee all of such proceeds
until such time as purchasers have received written notice from Lessor of Less-
ee's default in payment of royalties, rentals or other sums due hereunder, to-
gether with & certified copy of this Lease with such pledge and assignment of
production contained therein. Such purchasers shall be entitled to rely upon

" such written notice from Lessor of said default without further proof or evidence

thereof, and shall, after receipt of same, pay to Lessor all such production and
proceeds therefrom until such purchasers have been furnished with evidence that
all indebtedness secured hereby has been paid and Lessee authorizes said Lessor
to receive and collect all sums derived from said production, and the proceeéds
thereof, and no purchaser of production shall have any responsibility for the
application of funds so paid to said Lessor. Lessee grants to Lessor the power
of attorney (coupled with an interest) to execute on behalf of Lessee any divi-
sion order or transfer order or similar contract or agreement necessary or useful
to effectuate this pledge and assignment of production and other rights conveyed
to Lessor as security for such indebtedness when necessary in Lessor’'s sole
discretion to provide for payment of the royalties due Lessor hereunder. Lessee
further agrees to execute and deliver, as requested by said Lessor, any and all
transfer or division orders or other instruments submitted by any purchaser of
production for the purpose of effectuating payment of such production or proceeds
therefrom to said Lessor. Lessee authorizes said Lessor to apply all funds re-
ceived by it under and by virtue of this pledge and assignment first to the
payment of interest due on indebtedness secured by this pledge and then in re-

duction of the principal of such indebtedness, provided that said Lessor may, at
its option, and from time to time, release to Lessee any sums received, or por-
tions thereof, in which event the said interest, and said indebtedness, shall
be paid and extinguished only to the extent of the actual application of such
funds to the payment thereof. - Said Lessor and its successors may, but shall not
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be obligated to, enforce collection of such proceeds and shall not be subject to
any liability or responsibility therefor, except to account to Lessee for funds
actually received in excess of those applied to any indebtedness secured hereby.
Lessee agrees to indemnify and hold harmless the lessor against any and all lia-
bilities, actions, claims, judgements, costs, charges and attorneys’ fees by
reason of the assertion that the Lessor has received, either before or after the
payment in full of the indebtedness secured hereby, funds from the production of
oil, gas, other hydrocarbons and other minerals from this lease claimed by third
persons, and the Lessor shall have the right to defend against any such claims
or actions, employing attorneys of its own selection, and if not furnished with
indemnity satisfactory to the Lessor, the Lessor shall have the right to compro-
mise and adjust any claims, actions and judgements. In addition to the right to
be indemnified as herein provided, all amounts paid by the Lessor in compromise,
satisfaction or discharge of any such claim, action or judgement and all court
costs, attorneys' fees and other expenses of every character incurred by the
Lessor shall constitute indebtedness secured by this pledge and shall bear
interest at the rate of twelve percent (12%) per annum until paid. Nothing
contained in this paragraph shall detract from or limit the obligations of Lessee
as provided in this Lease, regardless of whether the proceeds of runs herein
assigned are sufficient to discharge any and all such obligations; and the rights
under this pledge and assignment of runs shall be cumulative of all other
security of any and every character now or hereafter existing to secure the

payment of royalties, overriding royalties, and all other indebtedness or other
obligations secured hereby. ’

19. This lease is made in accordance with and fully subject to all the terms
and conditions of that certain Farmout Agreement dated May 4, 1989, as amended,
between Placid 0il Company and El Toro 0il Company, but not limited to Paragraph

29, Call on 0i1. Said Farmout Agreement is incorporate herein by reference for
all purposes. ‘ '

IN WITNESS WHEREOF, this lease is executed as of the date first written
above.

WITNESSfi?:;E PLACID OIL COMPANY (Lessor)
q!l!ff:é:“4:;—— (;Q\k5vu~{;__

¢ . )

MM:_J;M&
WALTER FRAKEK, Presiden%

ATTEST:_. A /Q/// :

Dafilel R. Robfnsoh, Secretary

WITNESSES: EL TORO OIL COMPANY (Lessee)

By:

ATTEST:
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STATE OF TEXAS §

§
COUNTY OF DALLAS §

BEFORE ME, a Notary Public in and for the State of Texas, on this day
personally appeared Walter Fraker, President of PLACID OIL COMPANY, known to
me to be the person and officer whose name is subscribed to the foregoing
instrument and acknowledge to me that he executed the same for the purposes
and consideration therein expressed and in the capacity therein stated,

.'jGIVE; UNDER MY HAND AND SEAL OF OFFICE, this the 2 ——— day of
C , 1990,
9 -,

My Commission Expires: Print name:
- NOTARY PUBLIC
RYLIYR . STATE OF TEXAS
ol S
STATE OF §
§
COUNTY OF §

BEFORE ME, the undersigned, a Notar
State, on this day personally appeared .
of EL TORO OIL COMPANY, known to me to be the person
whose name is subscribed to the foregoing instrument and acknowledge to me

that he executed the same for the purposes and consideration therein ex-
pressed, and in the capacity therein stated.

y Public in and for said County and

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the

day of
, 1990,

My Commission Expires: Print name:

NOTARY PUBLIC
STATE OF

Claim 3-1 Part 11

Case 10-33568-sgj11
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OIL AND GAS LEASE

STATE OF LOUISIANA §

COUNTY OF CATAHOULA §

THIS AGREEMENT, made this 4th day of June, 1991, but effective May 13, 1991,

‘bK and between PLACID OIL COMPANY, a Delaware Corporation with offices at 3900
"Tha

nksgiving Tower, 1601 Elm Street, Dallas, Texas 75201, hereinafter called
"] ESSOR" and EL.TORO OIL COMPANY, P.O. Drawer M, Natchez, Mississippi 39120-
1057, hereinafter called "LESSEE", WITNESSETH THAT: :

1. Lessor in consideration of the royalties herein provided, and of the
agreement of Lessee herein contained, hereby grants, leases and lets exclusively
unto Lessee (for the purpose of investigating, exploring, prospecting and drill-
ing for and producing oil and gas) the %ollowing described land in the Catahoula
Parish, State of Louisiana to-wit:

Township 6 North, Range 6 East, Section 29: NEMSEk '

This lease shall be limited to strata and/or zones from the surface of the earth
down to and including a depth of 6,130 feet and its stratigraphic equivalent as
found in the Placid Oil-Co. Fee No. 7 Well located on said lands. All other
rights are reserved by Lessor.

For the purposes of Articles 3 (d).and 9 (c) of this lease, the leased
premises shall be conclusively presumed to comprise 40 acres, whether there be
more or less. : '

2. Subject to the terms and conditions hereinafter set forth, this lease
shall be for a term of ninety (90) days from the date hereof (hereinafter refer-
red to as the "primary term") and as long thereafter as oil or gas is produced
in paying quantities from the leased premises or lands pooled therewith.

3. Lessee shall pay to Lessor monthly as a royalty:

(a) On oil (which for the purposes of this lease includes all hydro-
carbons produced at the well in liquid form by ordinary production methods), 25%
of the amount received by Lessee for all oil produced and saved from the leased
premises, or, at Lessor’s option, Lessee will deliver to Lessor's credit free of
cost to Lessor, in the pipe line or plant or storage tanks to which the well or
wells may be connected, 25% of all oil produced and saved from the leased pre-
mises. The royalties here set forth for oil shall also be paid on all gasoline
or other petroleum products manufactured or extracted from any gas produced from
the leased premises, but Lessee may deduct from royalties on such gasoline or
other petroleum products, the actual costs, not to exceed the fair and reasonable
cost, of such manufacture or extraction. No deductions for extraction costs
shall be made for liquid hydrocarbons recovered by use of drip, separator or
similar apparatus on the flow line of wells, and except as to gas being used for
repressuring or recycling purposes, Lessee shall, prior to the sale or use of gas
from such well, install and use such apparatus on any well or wells capable of
producing liquid hydrocarbons in paying commercial quantities.

(b) On gas (which for the purposes of this lease, includes all vaporous
or gaseous substances and specifically includes the residue gas remaining after
manufacture or extraction of any gasoline or other petroleum products),

(i) produced, saved and sold from the leased premises, 25% of the
amount received by Lessee or 25% of the amount of the best price which could have
geen received by Lessee in the exercise of reasonable diligence, whichever is the

igher.

(ii) produced, saved and used off the leased premises, but not
sold, 25% of the market value at the time and place of use.

(c) On oil or gas sold (or used but not sold) outside the field from
which produced, lLessee may deduct, from the royalties set forth in (a) and (b)
above, the actual cost, not to exceed the fair value of transporting same from
the field to the point of sale or, if same is not sold, to the point of use.

(d) Where gas from a well producing gas only is not sold because of no
market or demand therefor, Lessee may pay as royalty $5.00 per acre (subject 'to
proportionate reduction as set forth in Article 6 below) per year, such payment
to be made on or before the thirtieth day after the date that such a well is shut
in, and upon such payment it will be considered that gas is being produced within
the meaning of Article 2 of this lease.

(e) Gas which may be disposed of for no consideration to Lessee,
through unavoidable waste or leakage, or in order to recover 0il and other liquid
hydrocarbons, or returned to the ground, shall not be deemed to have been sold
or used off the leased premises, within the meaning expressed or implied of any
part of this lease.
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4. If at the expiration of the primary term, oil and gas or any of them are
not being produced on said leased premises or on land pooled therewith but Lessee
is then engaged in operations thereon, or if Lessee shall have ceased operations
or production on said leased premises or on land pooled therewith within ninety
days prior to expiration of the primary term, this Lease shall remain in force
so long thereafter as the same or other operations are prosecuted (on the same
or different wells) with no cessation of more than ninety consecutive days, and,
vhether or not they result in the production of oil or gas as long thereafter as
oil or gas are produced from or operations are prosecuted (on the same or differ-
ent wel%s) on said leased premises or on land pooled therewith, with no cessation
of more than ninety consecutive days, Whenever used in this Lease, the word
"operations" means and includes operations for and the mining, drilling, testing,
completing, recompleting, reworking, deepening, plugging back or repairing of a
well or hole, repajiring or replacing production equipment, or any other opera-
tions, in search for or in an effort to obtain or reestablish production of oil
or gas and includes the production of leased substances whether or not in paying
quantities. All operations hereunder shall be deemed to be continuously prose-
cuted if not more than ninety consecutive days elapse between the completion of
all operations at one well or location and the commencement or recommencement of
operations at the same or, another well or location.

5. The rights of the Lessee may not be assigned except upon written consent
of Lessor. The provisions hereof shall extend to the heirs, successors and as-
signs of the parties hereto, but no change or division in ownership of the land,
minerals or royalties however accomplished shall operate to enlarge the obliga-
tions or diminish the rights of Lessee; and no such changes in ownership shall
be binding on Lessee nor impair the effectiveness of any payments made hereunder
until Lessee shall have been furnished, forty-five (45) days before payment is
due, a certified copy of recorded instrument evidencing any transfer, inherit-
ance, sale or other change in ownership.

6. This lease is executed WITHOUT WARRANTY OR COVENANT OF TITLE OR ANY
OTHER WARRANTY WHATSOEVER, EITHER EXPRESS OR IMPLIED EVEN AS TO THE RETURN OF THE
CONSIDERATION THEREFOR. If Lessor owns a mineral interest in the leased premises
less than the entire fee simple estate, then the royalties to be paid Lessor
shall be reduced proportionately,

7.  All notices to be given Lessor pursuant to this lease shall be given to
Placid 0il Company, Attention: Land Manager, Land Department, 3900 Thanksgiving
Tower, Dallas, Texas 75201.

8.  All terms and express or implied covenants of this lease shall be sub-
Ject to all Federal and State Laws, executive orders, rules or regulations, and
this lease shall not be terminated, in whole or in part nor Lessee held liable
in damages, for failure to comply herewith, if compliance is prevented by any
such law, order, rule or regulation.

9. (a) The term "Force Majeure" as used herein shall mean and include:
Requisition, order, regulation or control by governmental authority or commis-
sion, exercise of rights of priority of control by governmental authority for
National Defense or war purposes resulting in delay in obtaining or inability to
obtain either material, equipment or means of transportation normally necessary
in prospecting or drilling for oil or gas, or in producing, handling or trans-
porting same from leased premises; war; scarcity of or delay in obtaining materi-
als or equipment; lack of labor or by means of transportation of labor or materi-
a%;iActs of God; insurrection; flood; strike; or other things beyond the control
[¢] essee. '

(b) If by reason of Force Majeure as herein defined, Lessee is prevent-
ed from or delayed in drilling, completing or producing any offset well or wells
for oil or gas on the leased premises or lands pooled therewith, then while so
prevented or during the period of such delay Lessee shall be relieved from all
obli%ations whether express or implied, imposed on Lessee under this lease, to
drill, complete or produce such well or wells on the leased premises or lands
pooled therewith, and Lessee shall not be liable in damages and this lease shall
not be subject to cancellation for failure of Lessee to drill, complete or pro-
duce such well or wells during the time Lessee is so relieved from all obliga-
tions to do so.

{c¢) If upon or at any time after the expiration of the primary term
hereof, while this lease is in force, Lessee cannot maintain same in effect
because prevented by Force Majeure from fulfilling the particular requirement
(operations.on or continued production from the leased premises.- or lands pooled
therewith, as the case may be) Lessee may continue this lease in effect during
the time of the existence of such Force Majeure by payment to Lessor of an amount
equal to $5.00 per acre on or before the end of the primary term or on or before
the thirtieth day after the occurrence of Force Majeure, whichever is the later
date, and the payment to Lessor of an amount equal to $5,00 per acre every sixty
days thereafter for so long as such Force Majeure exists. Such payments when
made shall continue this lease in effect for the time period specified within
this Article. Any such payment shall be subject to proportionate reduction as
set forth in Article 6 above. Nothing herein shall impair the right of Lessee
to release this lease as to all or any portion of the leased premises and be
relieved of all obligations thereafter accruing as to the acreage released.
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10. Notwithstanding anything to the contrary contained herein, after the end
of the primary term, this lease shall not be continued in effect for a cumulative
period of more than one (1) year by means of payment of shut-in royalty (Article
3 (d)), by Force Majeure (Article 9) or by any other means or any combination of
the means mentioned herein, except the actual production of oill or gas or both

in paying quantities from the leased premises or lands with which the premises
are pooled hereunder or additional d

rilling operations or reworking operations
in compliance with Article 4, :

11. (a) At payout, (i.e., after 100% of the expenses of drilling, completing,
equippinﬁ.and operating said well have been paid from the production therefrom,
on a well by well basis) the royalty paid to Lessor shall increase to a 30%
royalty, which royalty shall be paid in the manner set forth in Article 3.

12. Lessee agrees to protect, indemnify and hold Lessor harmless, free and
clear of and from all liens, claims, demands, actions and causes of action
whatsoever nature, arising out of or in connection with all operations conducted
by Lessee on the leased premises or acreage pooled therewith, and agrees to
promptly pay all bills for labor and other items. If any well which is drilled
on the leased premises is plugged and abandoned, Lessee shall level all dumps,

fill in all pits, remove all debris, and otherwise restore the surface of the
land to substantiall

y the same condition as it was before the commencenent of
such operations. : .

13. As to each well drilled on the leased premises or acfeage pooled there-
with, Lessee shall

Frovide Lessor, at Lessee’s expense, at the address set forth
in Article 7 hereof the following information immediately upon acquisition of
same, to-wit: ’ :

A. Copy of Application to Drill and location plat filed with the State
Regulatory Body; and copy of Permit, and Permit number, issued in response
thereto.

B. Derrick floor and ground level elevation.

C. Daily Drilling Report by prepaid telephone calls to Placid 0il
Company Drilling Department, 214-880-1254, containing full information relative

to the drilling progress of said test well, commencing with clearing the location
and moving in material and equipment including all current formation top calls.

D. Copy of well record log.

A copy of the completion record form, if the test well is a produc-

F. Core description and core analyses, if run.
G. Record of 6pen_flow potential test in the event said test well is
a gas well.

H. Results of all tests made on said well as and when made, including
records of all drill stem tests with copy of bottom hole pressure chart furnished

by the service company, accurate description of recovery and test results, and
copies of all other production test records.

I. Two copies of an electrical log survey of the well bore from the
bottom of the surface casing to the total depth as well as two copies of any and
all well or electrical logs, micrologs, section gauges, temperature surveys,
radioactive logs, mud analyses logs, drilling time logs and any and all logs or
surveys made of the well, except seismic velocity surveys, AS AND WHEN PRELIMI-
NARY RUNS THEREOF ARE MADE, and a composite log upon completion of the well.
Lessor, at its sole expense and risk (including payment of rig time and other
expenses for which Lessee would otherwise be responsible, and liability for
damage to persons, property and the well) may lower geophones in the well to make
seismic velocity surveys as sole property of Lessor. -

J. Upon request, samples of all cores, a set of formation drilling

samples, and representative samples of fluid recovered on formation tests.

K. A geological sample description log indicating all shows of oil

and/or gas, and geological horizons, made by a person qualified to make such log
except where this requirement is specifically waived. '

Lessee shall permit representatives of Lessor to have full and free

access at all times to the test well and to the derrick floor whether such well
is located on the leased premises or lands pooled therewith. Lessee shall notify

Lessor of any of the following events at the time and in the manner shown suffi-

ciently in advance thereof to enable Lessor to have a representative present at
the well to witness:

1.
2.

The spudding of said test well;
All drill stem or any other tests of said test well;
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3.  The running of any electrical log or other survey that Lessor
is entitled to receive;

4.  Any coring operation;

5. The measurement of the total depth of said test well;

6. Any plugging operation.

Upon encountering any formation containing oil or gas in reasonabl
substantial quantity or pressure, Lessee shall immediately notify Lessor of suc
fact by orally informing Lessor'’'s representative at the well site, or by notice
to Lessor by telephone or telegraph at the address provided in Article 7 hereof
if such representative is not at the drill site.

14. Lessee, at its option, is hereby given the right and power at any time
prior to the establishment of production on the leased premises or acreage pooled
therewith, to pool or combine the leased premises covered by this lease, or any
portion thereof, with other land, lease or leases and mineral interests in the
immediate vicinity thereof, when, in Lessee's judgment, it is necessary or advis-
able to do so in order to properly explore or develop or operate said premises
so as to promote the conservation of oil, gas or other minerals in and under and
that may be produced from said premises or to prevent waste or to avoid the
drilling of unnecessary wells or to comply with the spacing or unitization order
of any Regulatory Body of the State of Louisiana or the United States having
jurisdiction, provided however, that Lessor shall have the right to approve the
size, shape and configuration of any such unit so formed except a unit formed '
pursuant to a valid order of any Regulatory Body havi?g jurisdiction., The term
"Regulatory Body" shall include any governmental officer, tribunal or group
(civil or military) issuing orders governing the drilling of wells or the pro-
duction of minerals. Such pooling shall be of adjacent tracts which will form
a reasonably compact (but not necessarily contiguous) body of land for each unit,
and the unit or units so created shall not exceed forty (40) acres for each well
for 0il exploration or production and one hundred sixty (160) acres each for each
well or gas and gas-condensate exploration or production unless a larger spacin
pattern or larger drilling or production units (including a field or pool unit
shall have been fixed and established by an order of a Regulatory Body of the
State of Louisiana or of the United States, in which event the unit shall be the
same as fixed by said order. Lessee shall execute and file for record in the
Records of Catahoula Parish, Louisiana in which the land herein leased is situat-
ed a'declaration describing the pooled acreage; and upon such filing, the unit
or units shall thereby become effective, except that when a unit is created by
order of a Regulatory Body the pooling shall be effective as of the effective
date of such order, and no declaration shall be required in connection therewith.
The royalties herein elsewhere specified shall be computed only on the propor-
tionate part of the production form any pooled unit that is allocated to the land
herein described; and unless otherwise allocated by order of a Regulatorg Body,
the amount of production to be so allocated from each pooled unit shall be that
proportion of such total production that the surface area of the land affected _
hereby and included in the unit bears to the total surface area of all the lands
included in such pooled unit. Drilling or reworking operations on or production
of oil, gas or other minerals from land included in such pooled unit shall have
the effect of continuing this lease in force and effect during or after the pri-
mary term as to all of the land covered hereby (including any portion of said
land not included in said unit and as to all strata underlying said land, whether
or not such operations be or such production be from land covered hereby. Any
unit formed by Lessee hereunder must be created prior to the establishment of
production from the unit well. Separate units may be created for oil and for
gas, or for separate stratum or strata of oil or gas, even though the areas
thereof overlap, and the creation of a unit as to one mineral or strata or
stratum shall not exhaust the right of Lessee (even as to the same well) to
create different or additional units for other minerals or for other strata or
stratum of the same or other minerals. Lessee shall obtain Lessor's approval of
any amendment to any unit formed pursuant to this Article, prior to such
amendment, unless such unit is amended by order of a Regulatory Body. The
failure of the leasehold title (in whole or in part) to any tract or interest
therein included in a pooled unit shall not affect the validity of said unit as
to the tracts or interests not subject to such failure, but the unit may there-
after be revised as hereinafter provided. Lessee shall have the right and power
to reduce and diminish the extent of any unit created under the terms of this
paragraph so as to eliminate from said unit any interest or lease to which title
has failed or upon which there is or may be an adverse claim. Such revision of
the unit shall be evidenced by an instrument in writing-executed by Lessee, which
shall describe the lands included in the unit as revised and shall be filed for
record in the Records of Catahoula Parish, Louisiana where the lands herein are
situated. The revised declaration shall not be retroactive but shall be effect-
ive as of the date it is filed for record. Any unit created by Lessee hereunder
shall also be revised so as to conform with an order of a Regulatory Body issued
after said unit was originally established; such revision shall be effective as
of the effective date of such order without further declaration by Lessee, but
such revision shall be limited to the stratum or strata covered by said order and
shall not otherwise affect the unit originally created. -
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15. 1In the event a well or wells producing oil or gas in paying quantities
should be brought in on adjacent land and sucﬁ well or wells are draining the
leased premises, Lessee agrees to drill offset wells or cause an existing well
or wells to be completed in the formation or horizon in which drainage is occurr-
ing. Lessee agrees to drill such offset wells as a reasonably prudent operator
would drill under similar circumstances. For the purpose of this Article, it
shall be conclusively presumed that an oil well within 660 feet or a gas well
within 1320 feet of tge leased premises is draining the leased premises; it being
understood, however, that this conclusive presumption shall not preclude Lessor
from claiming drainage form offset wells located at greater distances from the
leased premises, but is merely for the purpose of obviating the necessity of
proof of drainage within the prescribed limits. Failure on the part of Lessee
to comply with the provision of this Article within thirty (30) days from the
date that any such well causing drainage (as that term is defined in this
Article) is completed shall cause this lease to terminate as to all acreage
offsetting the well draining the leased premises. In the event the cancellation
or termination of this provision under this Article, Lessee agrees and obligates
itself to deliver to Lessor a recordable release of this lease as to acreage be-
ing drained. For the purpose of this Article, it shall be conclusively presumed
that leased lands within 1320 feet from the drilling or proration unit for the
offending oil well and within 2640 feet from the drilling and proration unit for
the offending gas well are being drained unless a greater area is being drained,
and said release shall specify, describe or recite the greater of areas deter-
mined-in the manner expressed in this sentence.

16. Notwithstanding anything to the contrary contained herein, at the end’
of the primary term hereinbefore recited, this lease shall terminate with respect
to all of the leased premises which is not included within the surface boundaries
of a production and/or proration unit (as that term is defined in this lease)
from which o0il and/or gas is not being produced.

17. Lessor shall have the continuing, separate and distinct right and option
at all times and from time to time, exercisable upon thirty (30) days' notice
either orally or in writing, to purchase all or any part of the crude oil, con-
densate, distillate, casinghead gasoline, and other liquid hydrocarbons, or
either of them, herein called "o0il", produced and saved from or allocated to the
interest leased to Lessee pursuant hereto. The price to be paid therefor shall

‘be the price posted by the major oil purchaser for oil of like grade and gravity

on the date of delivery in the district where said leased premises are located,
the average thereof if there be more than one purchaser, or if there is no posted
price, then the average price being paid for oil of like grade and gravity by the
purchasing companies buying oil in the field where such premises are located.
Upon each exercise of such option, the Lessor shall have the right to terminate
such purchase at any time thereafter upon thirty (30) days’ notice.

18. 1In order to secure the payment of Lessor'’s royalties, rentals and other
sums which may become due and owing to Lessor under the terms hereof, Lessee does
hereby pledge, transfer, assign, and convey unto Lessor, all Lessee's right,
title and interest in and to- this Lease, and all 0il,  Gas and minerals in and
under and which may be produced from the lands covered hereby, together with the
proceeds of the sa{é of such production and all accounts. receivable arising from
the sale thereof. The maximum amount of indebtedness secured by this pledge
shall not exceed $10,000,000.00. If Lessee fails to pay such royalties, as same
become due and owing, Lessee does hereby agree to pay interest on the amount
thereof at the rate of 12% per annum until paid in full. Lessor directs and
authorizes any and all purchasers of such oil, gas or other minerals produced
from this lease and mineral rights to pay to said Lessee all of such proceeds
until such time as purchasers have received written notice from Lessor of Less-
ee's default in payment of royalties, rentals or other sums due hereunder, to-
gether with a certified copy of this Lease with such pledge and assignment of
production contained therein. Such purchasers shall be entitled to rely upon
such written notice from Lessor of said default without further proof or evidence
thereof, and shall, after receipt of same, pay to Lessor all such production and
proceeds therefrom until such purchasers have been furnished with evidence that
all indebtedness secured hereby has been paid and Lessee authorizes said Lessor
to receive and collect all sums derived from said production, and the proceeds
thereof, and no purchaser of production shall have any responsibility for the
application of funds so paid to said Lessor. Lessee grants to Lessor the power
of attorney (coupled with an interest) to execute on behalf of Lessee any divi-
sion order or transfer order or similar contract or agreement necessary or useful
to effectuate this pledge and assignment of production and other rights conveyed
to Lessor as security for such indebtedness when necessary in Lessor's sole
discretion to provide for payment of the royalties due Lessor hereunder. Lessee
further agrees to execute and deliver, as requested by said Lessor, any and all
transfer or division orders or other instruments submitted by any purchaser of
production for the purpose of effectuating payment of such production or proceeds
therefrom to said Lessor. Lessee authorizes said Lessor to apply all funds re-
ceived by it under and by virtue of this pledge and assignment first to the
payment of interest due on indebtedness secured%nrchis pledge and then in re-
duction of the principal of such indebtedness, provided that said Lessor may, at
its option, and from time to time, release to Lessee any sums received, or por-
tions thereof, in which event the said interest, and. said indebtedness, shall
be paid and extinguished only to the extent of the actual application of such
funds to the payment thereof. Said Lessor and its successors may, but shall not
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be obligated to, enforce collection of such proceeds and shall not be subject to
any liability or responsibility therefor, except to account to Lessee for funds
actually received in excess of those applied to any indebtedness secured hereby.
Lessee agrees to indemnify and hold harmless the lessor against any and all lia-
bilities, actions, claims, judgements, costs, chargés and attorneys’ fees by
reason of the assertion that the Lessor has received, either before or after the
payment in full of the indebtedness secured hereby, funds from the production of
oil, gas, other hydrocarbons and other minerals from this lease claimed by third
persons, and the Lessor shall have the right to defend against any such claims
or actions, employing attorneys of its own selection, and if not furnished with
indemnity satisfactory to the Lessor, the Lessor shall have the right to compro-
mise and adjust any claims, actions and judgements. In addition to the right to
be indemnified as herein provided, all amounts paid by the Lessor in compromise,
satisfaction or discharge of any such claim, action or judgement and all court
costs, attorneys' fees and other expenses of every character incurred by the
Lessor shall constitute indebtedness secured by this pledge and shall” bear
interest at the rate of twelve percent (12%) per annum until paid. Nothing
contained in this paragraph shall detract from or limit the obligations of Lessee
as provided in this Lease, regardless of whether the proceeds of runs herein
assigned are sufficient to discharge any and all such obligations; and the rights
under this pledge and assignment of runs shall be cumulative of all other
security of any and every character now or hereafter existing to secure the
pa{ment of royalties, overriding royalties, and all other indebtedness or other
obligations secured hereby.

19. This lease is made in accordance with and fully subject to all the terms
and conditions of that certain Farmout Agreement dated May 4, 1989, as amended,
between Placid 0il Company and El Toro 0il Company, but not limited to Paragraph
29, Call on Oil. Said Farmout Agreement is incorporated herein by reference for
all purposes. -

b IN WITNESS WHEREOF, this lease is executed as of the date first written
above. ‘

PLACID OIL COMPANY (Llessor)

WITNESSES :
' 7

i 4W~é_— ) YL

t./ﬁuw Lo | By:w% M"
. — u/j & WALTER FRAKER, President 1\7

ATTEST: C-//?" -

Daniel R. Robinson, Secretary

WITNESSES: EL TORO OIL COMPANY (Lessee)

By:

ATTEST:
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ACKNOWLEDGEMENTS

STATE OF TEXAS §
§
COUNTY OF DALLAS §

BEFORE ME, a Notary Public in and for the State of Texas, on this day person-
ally appeared Walter Fraker, President of PLACID OIL COMPANY, known to me to be
the person and officer whose name is subscribed to the foregoing instrument and
acknowledge to me that he executed the same for the purposes and consideration
therein expressed and in the capacity therein stated.

91GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the Z & ‘ day o@&g-_.
My Commission Expires: Print name:
“NOTARY PUBLIC

S /24/ 23 STATE OF TEXAS

JEAN C. RICKETTS
Notary Public in and

for the State of TZﬁaj ,7 .

g My Commission Expires?
§

STATE OF
COUNTY OF

BEFORE ME, the undersigned, a Notary Public in and for said County and State,
on this day personally appeared ,
of EL TORO- OIL COMPANY, known to me to be the person whose name is subscribed to
the foregoing instrument and acknowledge to me that he executed the same for the

" purposes and consideration therein expressed, and in the capacity therein stated.

1GIVI:‘.N UNDER MY HAND AND SEAL OF OFFICE, this the day of _
1991.

My Commission Expires: Print name:
“NOTARY PUBLIC
STATE OF

of 7
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OIL AND GAS LEASE

STATE OF LOUISIANA X
PARISH OF CATAHOULA X

THIS AGREEMENT made this lst day of June, 1990, but effective April 4, 1990, among
Hunt Petroleum Corporation and Rosewood Resources, Inc., hereinafter referred to as
Lessor, and E1 Toro Oil Company, hereinafter referred to as Lessee.

WITNESSETN:

1. Lessor in consideration of the royalties herein provided, and of the
agreement of Lessee hercin contained, hereby grants, leases and lets exclusively
unto Lessee (for the purpose of investigating, cxploring, prospecting and
drilling for and producing oil and gas) the following described land in CATAHOULA
PARISH, Spate of LOUISIANA, to-wit:

Sce Exhibit "A" which is attached
hereto and made a part hercof.

For the purposes of Articles 3 (c) and 9 (c) of this lease, the leased
premises shall be conclusively presumed to comprise 40 acres, whether there be
more or less.

2. Subject to the terms and conditions hereinafter set forth, this lease
shall be for a term of ninety (90) days from the date hereof (hereinafter
referred to oas the "primary term") and as long thercafter as oil or gas is
produced in paying quantities from. the leased premises or lands pooled

therewith.
3. Lessee shall pay to Lessor monthly as a royalty:

(a) On oil (which for the purposes of this lcase includes all
hydrocarbons produced at the well in liquid form by ordinary production
methods), 25% of the amount received by Lessee for all oil produced and saved
from the leased premises, or, at Lessor's option, Lessee will deliver to
Lessor's credit free of cost to Lessor, in the pipe line or plant or storage
tanks to which the well or wells may be connected, 25% of all oil produced and
saved from the leased premiscs. The royalties here sct forth for oil shall also
be paid on all gasoline or other petroleum products manufactured or extracted
from any gas produced from the leased premises, but Lessec may deduct from
royalties on such gasoline '‘or other petrolcum products, the actual cost, not to
exceed the fair and reasonable cost, of sucih manufacture or cxtraction. No
deductions for extraction costs shall be made for liquid hydrocarbons recovered
by use of drip, separator or similar apparatus on the flow line of wells, and
except as to gas being used for repressuring or recycling purposes, Lessce
shall, prior to the sale or usc of gas from such well, install and use such
apparatus on any wecll or wells capable of producing liquid hydrocarbons in

paying commercial quantities.

(b) On gas (which for the purposes of this lcase, includes all
vaporous or gascous substances and specifically includes the residue gas
remaining after manufacture or extraction of any gasolinc or other petroleum
products),

(i) produced, saved and sold from the leased premises, 25% of
the amount received by Lessce or 25% of the amount of the best price which could
have beea received by Lessce in the cxercise of rcasonable diligence, whichever

is the higher. -
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(ii) produced, saved and used off the leased premises, but not
sold, 25% of the market value at the time and place of use.

(c) Where gas from a well producing gas only is not sold because
there is no market or demand thercfor, Lessee may pay as royalty $100.00 per
acre. (subject to proportionate reduction as set forth in Article 6 below) per
year, such payment to be made on or before the thirtieth day after the date that
such a well is shut in, and if such payment is timely made it will be considered
that gas is being produced within the meaning of Article 2 of this lease.

(d) Gas which may be disposed of for no consideration to Lessee,
through unavoidable waste or leakage, or in order to recover oil and other
liquid hydrocarbons, or returned to the ground, shall not be deemed to have been
sold or used off the leased premises, within the meaning expressed or implied of
any part of this lease.

4. If at the expiration of the primary term, oil and gas or any of them
are not being produced on said leased premises or on land pooled therewith but
Lessee is then engaged in operations thereon, or if Lessee shall have ceased
operations or production on said leased premises or on land pooled therewith
within ninety days prior to Expiration of the primary term, this Lease shall
remain in force so long thercafter as the same or other operations are
prosecuted (on the same or different wells) with no cessation of more than
ninety consecutive days, and, whether or not they result in the production of
oil or gas and as long thereafter as oil or gas are produced from or operatioans
are prosecuted (on the same or different wells) on said leased premises or on
land pooled therewith, with no cessation of more than ninety consecutive days.
If after the expiration of the primary term production should cease for any
reason, other than lack of market or demand for production, this Lease shall
remain in force so long thereafter as operations are prosecuted (on same or
different wells) with no cessation of more than sixty consecutive days, and,
whether or not said operations result in the production of oil or gas and as
long therecafter as oil or gas are produced from or operations are prosecuted on
same or different wells on said lcased premises or on lands pooled therewith
with no cessation of more than sixty consecutive days. Whenever used in this
Lease, the word '"operations" means and includes operations for and the mining,
drilling, testing, completing, recompleting, reworking, deepening, plugging back
or repairing of a well or hole, repairing or replacing production equipment, or
any other operations, in search of or in an effort to obtain or reestablish
production of o0il or gas in paying quantities.

S. The rights of the Lessee may not be assigned except upon written
consent of Lessor. Should Lessor grant Lessee permission to asdign all or a
portion of this Lease or the rights thereunder, Lessce shall remain primarily
liable to Lessor for the performance of the terms, conditions, covenants and
obligations of this Lease, and such consent shall not serve to diminish the
obligations of Lessee hereunder. Any assignment of all or a part of this Lease
by Lessee shall not be effective until such time as the transferee has executed
a Ratification of this Lease which is acceptable to Lessor. The provisions
hereof shall extend to the heirs, successors and assigns of the parties hereto,
but no change or division in ownership of the land, minerals or royalties
however accomplished shall operate to enlarge the obligations or diminish the
rights of Lecsee; and no such changes in ownership shall be binding on Lessee

“nor impair the effectiveness of any payments made hereunder until Lessee shall
have been furnished, forty-five (45) days before payment is due, a2 certified
copy of recorded instrument evidencing any transfer, inheritance, sale or other
change in ownership.

6. This lease is executed WITHOUT WARRANTY OR COVENANT OF TITLE OR ANY
OTHER WARRANTY WIHATSOEVER, EITIHER EXPRESS OR IMPLIED EVEN AS TO THE RETURN OF
THE CONSIDERATION THEREFOR. If Lessor owns a mineral interest in the leased
premises less than the entire fee simple estate, then the royalties to be paid
Lessor shall be reduced proportionately.

7. All notices to be given Lessor pursuant to this lease shall be given
to Hunt Petroleum Corporation, Attention: Mr. Steve Brooks, 3400 Thanksgiving
Tower, Dallas, Texas 75201.
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8. All terms and express or implied covenants of this lease shall be
subject to all Federal and State Laws, executive orders, rules or regulations,
and this lease shall not be terminated, in whole or in part nor Lessee held
liable in damages, for failure to comply herewith, if compliance is prevented by
any such law, order, rule or regulation.

0. (a) The term "Force Majeure" as used herein shall mean and include:
Requisition, order, regulation or control by governmental authority or
commission, exercise of rights of priority or control by governmental authority
for National Defense or war purposes resulting in delay in obtaining or
inability to obtain either material, equipment or means of transportation
normally necessary in prospecting or drilling for oil or gas, or in producing,
handling or transporting same frowm leased premises; war; scarcity of or delay in
obtaining materials or equipment; lack of labor or by means of transportation of
labor or material; Acts of God; insurrection; flood; strike; or other things
beyond the control of Lessee.

(b) If by reason of Force Majeure as herein defined, Lessee is
prevented from or delayed in drilling, completing or producing any offset well
or wells for oil or gas on the leased premises or lands pooled therewith, then
while so prevented or during the period of such delay Lessee shall be relieved
from all obligations whether express or implied, imposed on Lessee under this
lease, to drill, complete or produce such well or wells on the leased premises
or lands pooled therewith, and Lessee shall not be liable in damages and this
lease shall not be subject to cancellation for failure of Lessee to drill,
complete or produce such well or wells during the time Lessee is 50 relieved
from all obligations to do so.

(c) If upon or at any time after the expiration of the primary term
bhereof, while this lease is in force, Lessee cannot maintain same in effect
because it is prevented by Force Majeure from fulfilling the particular
requirement (operations on or continued production from the leased premises or
lands pooled therewith, as the case may be) Lessee may continue this lease in
effect during the time of the existence of such Force Majeure by payment to
Lessor of an amount equal to $ 50.00 per acre on or before the end of the primary
term or on or before the thirtieth day after the occurrence of Force Majeure,
whichever is the later date, and the payment to Lessor of an amount equal to §
50.00per acre every sixty days thereafter for so long as such Force Majeure
exists. Such payments if made in a timely manner shall continue this lease in
effect for the time period specified within this Article. Any such payment
shall be subject to proportionate reduction as set forth in Article 6 above.
Nothing herein shall impair the right of Lessee to release this lease as to all
or any portion of the leased premises and be relieved of all obligations
thereafter accruing as to the acreage released. ’

10. Notwithstanding anything to the contrary contained herein, after the
end of the primary term, this lease shall not be continued in effect for a
cumulative period of more than one (1) year by means of payment of shut-in
royalty (Article 3 (c)), by Force Majeure (Article 9) or by any other means or
any combination of the means mentioned herein, except the actual production of
oil or gas or both in paying quantities from the leased premises or lands with
which the premises are pooled hereunder or additional drilling operations or
reworking operations in compliance with Article 4.

11. At payout (i.e., after 100% of the expenses of drilling, completing,
equipping and operating said well have been paid from the production therefrom,
on a well by well basis) the royalty paid to Lessor shall increase to a 30%
royalty, which royalty shall be paid in the manner set forth in Article 3.

12, Lessee agrees to protect, indemnify and hold Lessor harmless, free and
clear of and from all liens, claims, demands, actions and causes of action of
whatsoever nature, including court costs and attorney's fees arising out of or
in coonection with all operations conducted by Lessee on tine leased premises or
acreage pooled therewith, and agrees to promptly pay all bills for labor and
other items. As to any well which Lessee has drilled ou the leased prewmises
which ceases production , Lessee shall be required to plug and abandon same and
shall also level all dumps, £fill in all pits, remove all debris, and otherwise
restore the surface of the land to substantially the same condition as it was
before the commencement of such operations.
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13. As to each well drilled on the leased premises or on acreage pooled
therewith, Lessee shall provide Lessor, at Lessee's expense, at the address set
forth in Article 7 hereof the following information immediately upon acquisition
of same, to-wit:

A. Copy.of Application to Drill and location plat filed with the
State Regulatory Body; and copy of Permit, and Permit number, issued in
response thereto.

B. Derrick floor and ground level elevation.

c. Daily Drilling Report containing full information relative to the
drilling progress of said test well, commencing with clearing the location
and moving in material and equipment including all current formation top
calls.

D. Copy of well record log.

E. A copy of ‘the completion record form, if the test well is a
producer; or a copy of the plugging and abandoning record, if the test well
is a dry hole; all such copies to be properly notarized.

F. Core description and core analyses, if run.

G. Record of open flow potential test in the event said test well is
a gas well.

H. Results of all tests made on said well as and when made,
including records of all drill stem tests with copy of bottom hole pressure
chart furnished by the service company, accurate description of recovery
and test results, and copies of all other production test records.

I. Two copies of an electrical log survey of the well bore from the
bottom of the surface casing to the total depth as well as two copies of
any and all well or electrical logs, micrologs, section gauges, temperature
surveys, radioactive logs, mud analyses logs, drilling time logs and any
and all logs or surveys made of the well, except seismic velocity surveys,
AS AND WHEN PRELIMINARY RUNS THEREOF.ARE MADE, and a composite log upoan
completion of the well. Lessor, at its sole expense and risk (including
payment of rig time and other expenses for which Lessee would otherwise be
responsible, and liability for damage to persons, property and the well)
may lower geophones in the well to make seismic velocity surveys as sole
property of Lessor. ¢

J. Upon request, samples of all cores, a set of formation drilling
samples, and representative samples of fluid recovered on formation tests.

K. A geological sample description log indicating all shows of oil
and/or gas, and geological horizons, made by a person quulified to make
such log except where this requirement is specifically waived.

Lessee shall permit representatives of Lessor to have full and free
access at all times to the test well and to the derxick floor whether such
well is located on the leased premises or lands pooled therewith. Lessee
shall notify Lessor of any of the following events at the time and in the
manner shown sufficiently in advance thereof to enable Lessor to have a
representative present at the well to witness:

1. The spudding of said test well;
2, All drill stem or any other tests of said test well;

3. The running of any electrical log or other survey
that Lessor is entitled Lo receive;

4. Any coring operation;
5. The measurement of the total depth of said test well;

6. Any plugging operation.
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Upon encountering any formation containing oil or gas in
reasonably substantisl quantity or pressure, Lessee shall immediately
notify Lessor of such fact by orally informing Lessor's representative
at the well site, or by notice to Lessor by telephone or telegraph at
the address provided below if such. representative is not at the drill
site. '

L. Lessor, at its sole cost, risk and expense, may conduct any tests
or logging it desires on a well situated on the leased premises. Results
from such operations shall be the sole property of Lessor.

14. A. If Lessee drills a well on the leased premises and decides to
plug and abandon said well as a dry hole, with or without bhaving run casing
therein, it shall immediately notify Lessor of such decision and shall
furnish Lessor with a copy of the logs it is required to run pursuant
hereto. Lessor shall have twenty-four (24) hours (exclusive of Saturdays,
Sundays and legal holidays), and after receipt of such notice and logs,
within which to elect to take over the well for the purpose of conducting
such additional- drilling, testing, completion or other operations thereon
as it desires. If Lessor elects not to take over the well, or fails to
advise Lessee of its election within said period of time, then the well
shall be forthwith plugged and abandoned by Lessee at its sole risk, cost
and expense,

B. If Lessor elects to take over the well, it shall have the right
to, and shall promptly take possession thereof and of such materials,
-equipment and drilling tools thereon, therein and at the well site, owned
or controlled by Lessee, which Lessor desires to use in connection with its
further operations; and Lessor shall pay or reimburse Lessee for such
materials, equipment and drilling tools so used, to the extent of such use,
as follows:

1. The reasonable net salvage value of casing, materials and
equipment in and on the well which could have been salvaged by Lessee
if Lessor had not taken over the well.

2. Reasonable compensation for any materials and equipment at
the well site owed or controlled by Lessee which will have no salvage
value after use by Lessor.

3. If Lessor elects to use the drilling tools and equipment in
use at the well by Lessee, then payment for such use shall be made

(a) at the going rate or in the area if the tools bhelong to
Lessee; or

“(b) at the rate set forth in the drilling contract if the
tools belong to a drilling contractor or other party controlled
by Lessee.

If Lessor elects to use its own or other drilling tools, then Lessee shall,
at its expense, promptly remove from the well site the tools used by
Lessee. .

c. If Lessor takes over the well, then, and in that event:

1. Lessee shall be deemed to have released and relinquished the
to Lessor all of its right, title and interest in and to the well,
operating rights therein, production therefrom, and the leased
premises included in the drilling, spacing and proration unit
therefor.

2. All operations thereon by Lessor after the take-over,
including plugging and abandoning, shall be at Lessor's sole risk,
cost and expense; but Lessor shall not be liable for any cost, expense
or obligation for or in connection with operations coanducted on the
well prior to such take-over.
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3. Notwithstanding anything herein to the contrary, Lessee
shall not be deemed to have released and relinquished to Lessor more
than a proportionate interest in such well, production, and unit,
which proportion shall be that which the leased premises derived
hereunder from Lessor bears to the total acreage in such unit.

15. Lessee, at its option, is hereby given the right and power at any time
prior to the establishment of production on the leased premises or acreage
pooled therewith, to pool or combine the leased premises covered by this lease,
or any portion thereof, with other land, lease or leases and mineral interests
in the immediate vicinity thereof, when, in Lessee's judgment, it is necessary
or advisable to do so in order to properly explore or develop or operate said
premises so as to promote the conservation of oil, gas or other minerals in and
vander and that may be produced from said premises or to prevent waste or to

“avoid the drilling of unnecessary wells or to comply with the spacing or
unitization order of any Regulatory Dody of the State of Louisiana or the
United States having jurisdiction, provided however, that Lessor shall have the
right to approve the size, shape and configuration of any such unit so formed
except a unit formed pursuant to a valid order of any Regulatory Body having
jurisdiction. The term '"Regulatory Body" shall include any governmental
officer, tribunal or group (civil or military) issuing orders governing the
drilling of wells or the production of minerals. Such pooling shall be of

_adjacent tracts which will form a reasonably compact (but not necessarily
contiguous) body of land for each unit, and the unit or units so created shall
not exceed forty (40) acres for each well for oil exploration or production and
one hundred sixty (160) acres ecach for each well for gas and gas-condensate
exploration or production unless a larger spacing pattern or larger drilling or
production units (including a field or pool unit) shall have been fixed and
established by an order of a Regulatory Body of the State of Louisiana or of
the United States, in which event the unit shall be the same as fixed by said
order. Lessee shall execute and file for record in the Records of the
Parish in which the land herein leased is situated a declaration describing
the pooled acreage; and upon such filing, the unit or units shall thereby
become effective, except that when a unit is created by order of a Regulatory
Body the pooling shall be effective as of the ecffective date of such order,
and no declaration shall be required in connection therewith. The royalties
herein elsewhere specified shall be computed only on the proportionate part of
the production from any pooled unit that is allocated to the land herein
described; and unless otherwise allocated by order of a Regulatory Body, the
amount of production to be so allocated from each pooled unit shall be that
proportion of such total production that the surface area of the land affected
hereby and included in the unit bears to the total surface area of all the lands
included in such pooled unit. Drilling or reworking operations on &r production
of o0il and/or gas from land included in such pooled unit shall have the effect
of continuing this leasc in force and effect during or after the primary term as
to all of the land covered hereby (including any portion of said land not
ioncluded in said unit) and as to all strata underlying said land, whether or not
such operations be or such production be from land covered hereby. Any unit
formed by Lessee hereunder must. be created prior to the establishment of
production from the unit well. Separate units may be created for oil and for
gas, or for separate stratum or strata of oil or gas, even though the areas
thereof overlap, and the creation of a unit as to one mineral or strata or
stratum shall not exhaust the right of Lessee (even as to the same well) to
create different or additional units for other minerals or for other strata or
stratum of the same or other minerals. Lessce shall obtain Lessor's approval of
any amendment to any unit formed pursuant to this Article, .prior to such
amendment, unless such unit is amended by order of a Regulatory Body. The
failure of the leasehold title (in whole or in part) to any tract or interest
therein included in a pooled unit shall not affect the validity of said unit as
to the tracts or interests not subject to such failure, but the unit may
‘thereafter be revised as hereinafter provided. Lessee shall have the right and
power to reduce and diminish the extent of any unit created under the terms of
this paragraph so as to eliminate from said unit any interest or lease to which
title has failed or upon which there is or may be an adverse claim. Such
revision of the unit shall be evidenced by an instrument in writing executed by
Lessee, which shall describe the lands included in the unit as revised and shall
be filed for record_ in the Records of the Parish where the lands herein are
situated. The revised declaration shall not be retroactive but shall be
effective as of the date it is filed for record. Any unit created by Lessece
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hereunder shall also be revised so as to conform with an order of a Regulatory
Body issued after said unit was originally established; such revision shall be
effective as of the effective date of such order without further declaration by
Lessee, but such revision shall be limited to the stratum or strata covered by
said order and shall not otherwise affect the unit originally created.

16. In the event a well or wells producing oil or gas in paying quantities
should be brought in on adjacent land and such well or wells are draining the
leased premises, Lessee agrees to drill offset wells or cause an existing well
or wells to be completed in the formation or horizon in which drainage is
occurring. Lessee agrees to drill such offset wells as a reasonably prudent
operator would drill under similar circumstances. For the purpose of this
Article, it shall be conclusively presumed that an oil well within 640 feet or a
gas well within 1,320 feet of the leased premises 1s draining the .leased
premises; it being understood, however, that this conclusive presumption shall
not preclude Lessor from claiming drainage from offset wells located at greater
distances from the leased premises, but is merely for the purpose of obviating
the necessity of proof of drainage within the prescribed limits. Failure on the
part of Lessee to comply with the provision of this Article within thirty (30)
days from the date that any such well causing drainage (as that term is defined
in this Article) is completed shall cause this lease to terminate as to all
acreage offsetting the well draining the leased premises. In the event the
cancellation or termination of this provision under this Article, Lessee agrees
and obligates itself to deliver to Lessor a recordable release of this lease as
to acreage being drained. For the purpose of this Article, it shall be
conclusively presumed that leased lands within 1320 feet from the drilling or
proration unit for the offending oil well and within 2640 feet from the drillinmg
and prorption unit for the offending gas well are being drained unless a greater
areas is being drained, and said release shall specify, describe or recite the
greater of areas determined in the manner expressed in this sentence.

17. Notwithstanding anything to the contrary contained herein, at the ead
of the primary term hereinbefore recited, this lease shall terminate with
respect to all of the leased premises which is not included within the surface
boundaries of a production and/or proration unit.

18, Lessor shall have the continuing, separate and distinct right and
option at all times and from time to time, exercisable upon thirty (30) days'
notice either orally or in writing, to purchase all or any part of the crude
oil, condensate, distillate, casinghead gasoline, and other liquid hydrocarbons,
or either of them, herein called "oil", produced and saved from or allocated to
the interest leased to Lessee pursuant hereto. The price to be paid therefor
shall be the price posted by the major oil purchaser for oil of like grade and
gravity on the date of delivery in the district where said leased premises are
located, the average therecof if there be more than one purchaser, or if there is
no posted price, then the average price being paid for oil of like grade and
gravity by the purchasing companies buying oil in the field where such premises
are located. Upon each exercise of such option, the Lessor shall have the right
to terminate such purchase at any time thereafter upon thirty (30) days' notice.

19. This 0il and Gas Lease is subject to the terms and conditions of that

certain Farmout Agreement dated _March 1, 1989, among Hunt Petroleum Corporation
and Rosewood Resources, Inc., "First Party”, and _El Toro 0il Company

"Second Party".

20. This 01l and Gas Lease may be signed ia any number of counterparts,
each of which shall be considered an original for all purposes and which shall
become effective only if all parties referenced herein have executed an original
or counterpart hereof.
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IN WITNESS WHEREOF, this lease is executed as of the date first written
above.

LESSOR:

st

WITNESSES:

HUNT PETROLEUM CORPORATION

By: ‘)giagézzzzasllzﬁ%aﬁ;;EZ/‘éc‘
y 2S5 L. PARKER, President

ATTEST:

o O 2

harlotte B. Tiedt, Secretary

ROSEWOOD RESOURCES, INC.

By:

Richard R. Lindsley,
Vice-President

e

LESSEE:

ATTEST:

By:

ACKNOWLEDGHMENTS :

STATE OF TEXAS )
COUNTY OF DALLAS )

This instrument was acknowledged before me on thenj_ﬁi{ day of ,
1990, James L. Parker, President of HNunt Petroleum Corporation, é; "Delaware

corporation, on behalf of said corporation.
A 7
/fg?/YA (;ﬂLL/ Ag;uﬁégé;Ah@:ZZ’/

My Commission Expires: .
NOTARY PUBLIC - 'STATE OF TEXAS

VDRV LI D
EARLINE A, SHEATS %
{lotaiy Public
STATE OF TEXAS %
My Commission Expires
February 9, 1993
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STATE OF TEXAS )
COUNTY OF DALLAS )
This instrument was acknowledged before me on the day of _ ,

19 , by RICHARD R. LINDSLY, Vice President of Rosewood Resources, Inc., a

Delaware corporation, on behalf of said corporation.

My Commission Expires:

NOTARY PUBLIC - STATE OF TEXAS

STATE OF )
OF )
This instrument was acknowledged before me on the day of ,
19 , by , of
, a corporation, on behalf of said corporation.

Hy Commission Expires:

NOTARY PUBLIC - STATE OF

STATE OF'MISSISSIPPI
COUNTY OF ADAMS

BEFORE ME, the undersigned, a Notary Public in and for said County and
State, on this day personally appeared, P. W. VASSER, Owner of EL TORO OIL
COMPANY, known to me to be the person whose name is subscribed to the foregoing
instrument and acknowledge to me that he executed the same for the purpose
and consideration therein expressed, and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the ZZiﬁ day of

» 1990.
@%{ &&Fﬁg BZM yma
NOTARY PUBLIC - STATE OF MISSISSIPPI

My Commission Expires: d/ay/av
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EXHIBIT "A"

CATAHOULA PARISH, LOUISIANA

- Township 6 North - Range 6 East

Section 29: Sk of the SE% of the SEX.
Section 32: N% of the NEX% of the NE%.

INSOFAR AND ONLY INSOFAR as to all
depths from the surface of the earth
down to and including the subsurface
depth of 6,000 feet measured verti-
cally from the surface of the earth.
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SALTWATER DISPOSAL AGREEMEN{ !4 PARISH. LA
cony BOCK .Lle)._ PAGE {71
FILED Akt REGCRDED
S/SHEILA J BOOK DY
STATE OF LOUISIANA QLI 25 AN 9 39

PARISH OF CATAHOULA

THIS AGREEMENT, made and entered into this 3rd day of June, 1991, by and
between PLACID OIL COMPANY, a Delaware corporation, whose address is 3800
Thanksgiving Tower, Dallas, Texas 75201, (hereinafter referred to as "POC"), and
EL TORO PRODUCTION CO., INC, a corporation, whose address is Post Office
Drawer M, Natchez, Mississippi 39121-1057, (hereinafter referred to as "ETP"),

WITNESSETH:

L

Subject to the terms and conditions hereinafter set forth, POC hereby grants unto
ETP the right to convert, at ETP’s sole cost, risk and expense, the Placid Oil Company Fee
No. 5 Well located 100’ FNL and 100° FWL of Section 33, Township 6 North, Range 6 East,
Catahoula Parish, Louisiana (hereinafter referred to as "Saltwater Disposal Well"), to a
saltwater disposal well for the purpose of disposing of saltwater between the subsurface
depths of 2750’ and 3510’ in said well.

IL

ETP has made application to and received approval from the appropriate regulatory
body for a permit to convert the Placid Oil Company Fee No. 5 Well mentioned above to
dispose of saltwater produced from wells drilled pursuant to.the terms and conditions of that
certain Farmout Agreement dated May 4, 1989, by and between Placid Oil Company and
El Toro Oll Company, as amended, and completed as oll wells. In the event the application
of ETP is amended or modified, ETP shall immediately correct or amend the application
or make additional application as necessary until an amended or modified permit is issued.
ETP shall not commence any operations for the conversion of said well to a saltwater
disposal well until it has received all necessary permits from the governmental authority or
authorities having jurisdiction thereof. However, if ETP is unable to obtain an amended or
modified permit within six (6) months of the date hereof, this Agreement shall terminate
and be of no further force and effect.

IIL.

ETP shall not use the aforesaid well for the purpose of engaging in the commercial
disposal of saltwater, and ETP agrees to only dispose of saltwater from the wells mentioned
herein above, except that ETP shall accept for disposal, on a space available basis, all
saltwater produced by Hunt Petroleumm Corporation from its wells in the vicinity of the
Saltwater Disposal Well in accordance with Articles III and IV of the Saltwater Disposal
Agreement dated March 6, 1991, by and between Hunt Petroleum Corporation, Rosewood
Resources, Inc, and El Toro Production Co., Inc.

Page 1 of 3
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ETP shall indemnify and hold POC harmless, free and clear of and from all liens,
claims, demands, actions and causes of action of whatsoever nature, including, but not
limited to, attorney’s fees, court costs and environmental or pollution penalties, arising out
of or in connection with the transportation of saltwater by ETP or its agents to the Saltwater
Disposal Well. ETP shall also indemnify and hold POC harmless, free and clear of and
from all liens, claims, demands, actions and causes of actions of whatsoever nature,
including, but not limited to, attorney’s fees, court costs and environmental or pollution
penalties, arising out of or in connection with the disposal of saltwater into the Saltwater

Disposal Well.

V.

POC and ETP agree that this agreement shall be interpreted according to the laws
of the State of Texas, and that any action brought on any matter relating to this agreement
shall be brought in the state court of competent jurisdiction located in Dallas, Texas.

VL

This agreement is not intended to create and nothing contained herein shall be
construed to create an association, a trust, a joint venture, a mining partnership or other
partnership or entity of any kind, nor to constitute ETP the agent of POC.

VIL

If any portion of this agreement is found to be void and unenforceable by a court of
competent jurisdiction, then this agreement shall be read as if the offending portion of the
agreement had never been included in same; it being the intent hereof that this agreement,
less the offending portion thereof, shall continue in full force and effect and shall be
reformed to exclude the offending portion thereof.

VIIL

The rights and obligation of ETP herein constitute a covenant in Gross and shall not
be assignable to any other party whatsoever.

IX.

This agreement constitutes the entire agreement between the parties hereto and
supersedes any prior or contemporaneous oral or written communications of agreements;
provided however, that this agreement may be hereinafter amended, from time to time, by
a writing executed by all parties hereto.

X.
Should ETP decide to abandon the Saltwater Disposal Well, it shall plug and
abandon said well in accordance with applicable laws, orders, rules and regulations of any

governmental authority having jurisdiction thereof, and such plugging and abandonment
shall be at ETP’s sole cost, risk and expense.

Page 2 of 3
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XIL.

This agreement shall be binding upon and inure to the benefit of POC, its successors
and assigns, and ETP.

PLACID OIL COMPANY
WITNESSES:

%@&‘aﬁﬁ/ B: /\l’:’zcllt/e/i/;ra;e)r Pré;‘cfl;nt /é{)
%’w e

S —

.~ ELTORO PRODUCTION o/mc—\
Cosd, éiwv—/ ( N By -4 / Gz

T Phnl-W’Vasser President

ACKNOWLEDGMENTS

STATE OF TEXAS
COUNTY OF DALLAS

L
This instrument was acknowledged before me on the __ /¢ _~day of June, 1991, by
- WALTER FRAKER, President of Placid Oil Company, a Delaware corporation, on behalf
of said corporation.

[P .-...m’w'\r-""

My Com:msmr Wl .....

LAVINA LAUGHLIN, Notary Puw%@%ﬁ )
and for The S { Texas - .
(/7?5—’%1\ A / My'ncoﬂfm{.ssf:n o 4259NQTARY PUBLIC~STATEGF TEXAS

Q)
et oF \\

-~ e h
[ S St

STATE OF MISSISSIPPI
COUNTY OF ADAMS

This insirument was acknowledged before me on th day ofg’g@ 1991, by
PHIL W. VASSER, President of El Toro Production Co., Inc a corporation, on behalf of
said corporation.

My Commission Expires:

J/oz ‘/7/41/ , NOTARY PURLIC IN AND FOR

ADAMS COUNTY, MISSISSIPPI

Page 3 of 3
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SALTWATER DISPOSAL AGREBMEEXTAHOULAPARBH LA

Cony BOOK &l PAGE [o1Y
FILED AND RECORDED

. S/SHEILA J BOOK DY
PARISH OF CATAHOULA '91JUL 25 AMm 9 4y

STATE OF LOUISIANA

THIS AGREEMENT, made and entered into this 6th day of March,.

1991, by and between HUNT PETROLEUM CORPORATION, a Delaware
corporation, whose address is 1601 Elm Street, Suite 3400, Dallas,

Texas 75201, and ROSEWOOD RESOURCES, INC., a Delaware corporation,

whose address is 200 Crescent Court, Suite 300, Dallas, Texas

75201, (hereinafter referred to as "HPC et al"), and EL TORO‘

PRODUCTION CO., INC., a corporation, whose address is P. O. Drawer
M, Natchez, Mississippi 39121-1057, (hereinafter referred to as

IIETPII ) ,

WIITNESGSETH:

I.

Subject to the terms and conditions hereinafter set forth, HPC
et al hereby grants unto ETP the right to convert, at ETP's sole
cost, risk and expense, the Placid 0il Company Fee No. 5 Well
located 100' FNL and 100' FWL of Section 33, Township 6 North,
Range 6 East, Catahoula Parish, Louisiana (hereinafter referred to
as "Saltwater Disposal Well"), to a saltwater disposal well for the
purpose of disposing of saltwater between the subsurface depths of
2750' and 3510' in said well.

II.

ETP agrees that on or before April 30, 1991, ETP shall make
application to the appropriate regulatory body for a permit to
convert the Placid 0il Company Fee No. 5 Well mentioned above to
dispose of saltwater produced from wells drilled pursuant to the
terms and conditions of that certain Farmout Agreement dated March
1, 1989, by and between Hunt Petroleum Corporation and El Toro 0il
cOmpany,.as amended, and completed as oil wells. In the event the
application of ETP is denied, ETP shall immediately correct or

aménd the application or make additicnal application as necessary

L 67
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until a permit is issued. ETP shall not commence any operations
for the conversion of said well to a saltwater disposal well until
it has received all necessary permits from the governmental
authority or authorities having jurisdiction thereof. However, if
ETP is unable to obtain a permit within six (6) months of the date
hereof, this ‘Agreement shall terminate and be of no further force
‘ and effect.
IIX.

ETP shall not use the aforesaid well for the purpose of
engaging in the commercial disposal of saltwater, and ETP agrees to
only dispose of saltwater from the wells mentioned herein above,
except that ETP shall accept for disposal, on a space available
basis, all saltwater produced by HPC et al from its wells in the
vicinity of the Saltwater Disposal Well. ETP shall charge HPC et
al for taking and disposing of HPC et al's saltwater its pro-rata
share of the costs of operating and maintaining the Saltwater
Disposal Well, related storage tanks and equipment. The parties
agree that such costs amount to $0.10 per barrel of HPC et al's
saltwater disposed of in the Saltwater Disposal Well.

Iv.

Any'such disposal of HPC et al's saltwater shall be on a space
available basis and ETP shall not be liable to HPC et él for the
failure to dispose of saltwater due to lack of capacity in the
Saltwater Disposal Well or other circumstances beyond its control.
ETP shall in no event be liable to HPC et al for the shut down of
the Saltwater Disposal Well.

V.

ETP shall indemnify and hold HPC et al hafmless, free and
clear of and from all liens, claims, demands, actions and causes of
action of whatsoever nature, incldding, but not 1limited to,
attorney's fees, court costs and environmental or pollution
penalties, arising out of or in connection with the transportation
of saltwater by ETP or its agents to the Saltwater Disposal Well.

ETP shall also indemnify and hold HPC et al harmless, free and

: oyag g
b bf\)



Case 10-33568-sgj11 Claim 3-1 Part 15 Filed 07/28/10 Desc Exhibit C9 Page 3
of 5

clear of and from all liens, claims, demands, actions and causes of
actions of whatsoever nature, including, but not 1limited to, .
attorney's fees, court costs and environmental or pollution
penalties, arising out of or in connection with the disposal of
saltwater into the Saltwater Disposal Well.

VI.

HPC et al and ETP agree that this agreement shall be
interpreted according to the laws of the State of Texas, and that
any action brought on any matter relating to this agreement shall
be brought in the state court of competent jurisdiction located in
Dallas, Texas.

VII.

This agreement is not intended to create and nothing contained
herein shall be construed to create an association, a trust, a
joint ventufe, a mining partnership or other partnership or entity
of any kind, nor to constitute ETP the agent of HPC et al.

VIII.

If any portion of this agreement is found to be void and
unenforceable by a court of competent Jjurisdiction, then this
agreement shall be read as if the offending portion of the
agreement had never been included in same; it being the intent
hereof that this agreement, less the offending portion thereof,
shall continue in full force and effect and shall be reformed to
exclude tﬁe offending portion thereof.

l IX.

The rights and obligation of ETP herein constitute a Covenant
in Gross and shall not be assignable to any other party whatsoever.
X.

This agreement constitutes the entire agreement between the
parties hereto and supersedes any prior or contemporaneous oral or
written communications of agreements; provided however, that this
agreement may be hereinafter amended, from time to time, by a

writing executed by all parties hereto.
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XI.

Should ETP decide to abandon the Saltwater Disposal Well, it
shall plug and abandon said well in accordance with applicable
laws, orders, rules and regulations of any governmental authority
having jurisdiction thereof, and such plugging and abanéonment
shall be at ETP's sole cost, risk and expense.

XII.

This agreement shall be binding upon and inure to the benefit

of HPC et al, its successors and assigns, and ETP.

HUNT PETROLEUM CORPORATION
WITNESSES:

/}/{/} L0 J 2// )/Z% ) QQFM;/
/Z’ Z ;— i AMES L ARKER, . President

//7

ROSEWOOD RESOURCES, INC.

./;7v_ P By: . ;;fz{y & /fgiupﬂvfy

P GARY EZ CONRAD, ‘President /}
\%3§§gc§ﬁi\vﬁf\ AG&F
S : o T
EL TORO PRODUCTION C INC.
T

(jﬁ‘f <::¥{O4L—f‘=’ S~ __By:_

Ofyprsile)

ACKNOWLEDGEMENTS

PHEL 1. VASSER, pPresident

STATE OF TEXAS
COUNTY OF DALLAS

TE;S instrument was acknowledged before me on the \f?dl; day
of A , 1991, by JAMES L. PARKER, President of Hunt
Petrole Corporation, a Delaware corporation, on behalf of said
corporatdon.

My Commission'Expires: /(;2» , - o<f¢ _
il A /w4zi’_//

NOTARY PUBLIC ~'STATE OF -TEXAS

EA”'NE A ShLﬂIS

noMwam
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STATE OF TEXAS
COUNTY OF DALLAS
,This instrument was acknowledged before me on the %f/;_ day
of _{if hat , 1991, by GARY E. CONRAD, President of Rosewood

Resources, Inc., a Delaware corporation, on behalf of said
corporation.

My Commission Expires: O N

{ Gl L, s - ’(1 Leigans
NOTARY PUBLIC - STATE OF TEXAS

COLLEEN BKILES
Notary Public, State of Texas
My Commission Expires 1-06-93

STATE OF MISSISSIPPI
COUNTY OF ADAMS

is instrument was acknowledged before me on thquiggz_ day
of 7 , 1991, by PHIL W. VASSER, President of El Toro
Procduftich Co., Inc., a corporation, on behalf of said corporation.

My Commission Expires: [j
3/ oZZ/ 94 ~NOPARY /PUBLIC IN AND FOR ADANS

COUNTY, MISSISSIPPI

(. 678
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OLi. AND GAS LEASE AN
BILL OF SALE

1888 SEP -~y P 12: 08

STATE OF LOUISIANA

PARISH OF CATAHOULA

BE IT KNOWN, that JUSTISS OIL COMPANY, INC,, a Louisiana corporation, whose
address is P. O. Box 2990, Jena, LA 71342, represented hevein by W. B. McCartney, Jr.,
Executive Vice President; MUNOCO COMPANY L.C.. an Arkansas Limited Liability
Company, whose address is 260 N. Jeffersun, Suiic 308, Bl Dorado, AR 71730, represented
herein by Rebert 2. Nolan, a Maneging Member (kerein collectively referred tu as “Assignors™),
for good and valuabie sonsideration, the receipt and adequacy of which is heieby acknowledged,
do bereby GRANT, BARGAIN, ASSIGN, CONVZY AND DELIVER, uuto TDE Property
Holdiags, L.P, a Louisiana limited pavtnership, whose address is 16610 Dailas Parkway, Suite
2500, Dallas, TX 75248, (“Assignee™), all of Assignors’ right, titte and interest in and to the oil
and gas leasc and properties described on Exhibit “A” artached hereto and made a part hereof,

This assignment is made subject to the following terms and conditions, to-wit:

1. This assignment is made without warranty, cxpress or implicd, except for acts by,
through and under Assignors.

2. The assignment made and accepied subject to the obligation of the Assignee to comply
with all requirements of the oil and gas leases described on Exhibit “A,” as well as all
applicable laws, rules, regulations and orders ;elative to the operation and abandonment
of the lease and any well or wells lozuted thereon, including plugging and abandoning
requirements and site restoratisn as set forth in the regulations of the Office of
Conservation of the State of Louisiane and to pay its proportionate part of any and all
costs, fees and expenses waich may be incurred in connectios: therewils.

3. This Assignruent of Interest in Qii, Gas aud Miveral Lease may Le executed in any
pumber of counterparts, cach of which shall be cunsidered an originai aud all of which,
construed together, shall canstitute one instrument, and this Assignment of Interest in Oil,
Ges and Mipeial Lease shall ve binding upcis sny party signing sarae, or & counterpart
hereof, regardless of whether all paities named perein sign this instrament or a
counterpart hereof.

4. There is also conveyed, all of Assignors proportionate interest in and 1o the well(s),
equipment, tanks, pumps, pipelines, in-hole equipment and rights-of-way of every kind
and character used on said lands or in connection with operations of the well(s) set forth
on Exhibit “A™.

5. The effective datz of this Assignment shall be September 1, 2008 (the “Effective
Date™).

14Q
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STATE OF LOUISIANA

PARISH OF LASALLE

of 4

BEFORE ME, the undersigned, a Notary Public, in and for said Parish and State, on this
day personally came and appeared W. B. McCastney, Jr., known t¢ me to be the Executive Vice
President of JUSTISS OIL COMPANY, INC., who acknowledged to me that he executed the

U

T PPN

6. Assignors agree and obligate thernselves to do, execute, acknowledge and deliver all
and every such further acts, conveyances, transfer orders, division order, notices, releases
and acquittances and such other instruments as may be necessary or appropriate more
fully to assure to Assignee, its suctessors and assigns, all of the Assigned Interests herein

conveyed and assigned or intended so to be.

The provisions of this Assignment shell be binding upon, and shall inure to the benefit of,

the successors and assigns of Assignee.

THUS DONE AND PASSED in the presence of the undersigned competent witnesses on

this __/ed day of 44¢9a &773008, but effective for all purposes as of the Effective Date.

WITNESSES:

FoN FHN W S

L ip T, Poss

(Name of Wimess - Please Print)
(Name of &imcss - P)Seie Print)

Wl WﬂjZA ,Qk

(Name of Witness — Please Print)

\/o A La.q'f-o o

(Name of Witness — Pleasé Print)

ASSIGNORS

JUSTISS OIL COMPANY, INC. .

BT

Executive Vice President

-

MUNOCO COMPANY, L.C.

BYN&&C V@\w

Robert. C. Nolan,
A Menaging Member

Page 2
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STATE OF LOUISIANA

PARISH OF LASALLE

BEFORE ME, the undersigned, a Notary Public, in and for said Parish and State, on this
day personally came and appeared W. B. McCartney, Jr., known to me to be the Executive Vice
President of JUSTISS OIL COMPANY, INC,, who acknowledged to me that he executed the
above and foregoing instrument for the purposes and consideration therein expressed by
authority of its board of directors, and the said W. B. McCartney, Jr. acknowledged such
instrument to be the free act and deed of said corporation.

GIVEN UNDER MY HAND AND SEAL, this the_ S day of August, 2008.

e TV ‘M‘Cu.du,.,.,

Nothdy Public

YR

a y
(Name of Notary Public - Please Pri;$ (1.D. No. or Bar Roll No.)

STATE OF ARKANSAS

COUNTY OF _UNION

BEFORE ME, the undersigned, a Notary Public, in and for said Parish and State, on this
day personally came and appeared Robert C. Nolan, known to me to be a Managing Member of
MUNOCO COMPANY, L.C., who acknowledged to me that he executed the above and
foregoing instrument for the purposes and consideration therein expressed by authority of its
members, and the said Robert C. Nolan acknowledged the instrument to be the free act and deed
of said limited liability company.

GIVEN UNDER MY AND SEAL, this the _L1th day of August, 2008.

@
/ Notary Public /

ANGELA K. SUTHERLIN
Union County
My Commission Expires
Fabruary 8, 2012
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EXHIBIT “A”

Attached to and made a part of that certain Assignment of Interest in Oil and Gas Lease and
Bill of Sale by and between, Justiss Oil Company, Inc., et al, as Assignors, and TDE Property
Holdings, LP, as Assignee, effective September 1, 2008.

Placid Fee NLB #3 Serial #214900

Oil and Gas Lease dated September 4, 1992, effective August 11, 1992, by and between
Placid Oil Company, as Lessor, and Justiss Oil Company, Inc., as Lessee, recorded in
Conveyance Book 168, Page 299 under Registry #226909 of the records of Catahoula Parish,
Louisiana. (JOC #57-0007-01)

Placid Fee 21-13 SWD #1 Serial #972341

Grant of Right-of-Way dated July 27, 1992, by and between The Prudential
Insurance Company of America, as Grantor, and Justiss 0il Company, Inc., :
as Grentee, recorded in Conveyance Book 167, Page 557 under Registry #2265&9
of the records of Catahoula Parish, Louisu.ana

143
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Attachment D to Proof of Claim
ltemization of Attorneys Fees and Costs expended by Petro-Hunt, L.L.C. through May 31, 2010

Date Bill sent Legal Services Costs Total

6/2/2010 $2,250.00 $044  $2,250.44
5/4/2010 $3,881.25 $3,881.25
4/2/2010 $ 806.25 $ 806.25
3/2/2010 $ 5,550.00 $ 5,550.00
2/2/2010 $ 562.50 $ 562.50
1/4/2010 $2,268.75 $2,268.75
12/1/2009 $3,143.75 $9.39 $3,153.14
11/3/2009 $4,275.00 $4,275.00
10/1/2009 $12,025.00 $518.07 $12,543.07
9/2/2009 $39,262.50 $153.55 $39,416.05
8/3/2009 $11,606.25 $365.07 $11,971.32
7/1/2009 $ 3,575.00 $ 3,575.00
6/1/2009 $2,318.75 $210 $2,320.85
5/1/2009 $ 1,850.00 $ 1,850.00
3/4/2009 $68.75 $68.75
2/4/2009 $650.00 $ 650.00
1/6/2009 $1,692.50 $354.93 $2,047.43
12/3/2008 $787.50 $ 787.50
11/4/2008 $ 62.50 $ 62.50
10/2/2008 $ 250.00 $23.53 $273.53
7/1/2008 $ 62.50 $ 62.50
5/2/2008 $187.50 $ 187.50
4/1/2008 $125.00 $0.82 $ 125.82
3/3/2008 $ 500.00 $ 500.00
2/4/2008 $ 6,062.50 $1257  $6,075.07
12/3/2007 $1,775.00 $1,775.00
11/2/2007 $1,412.50 $1,412.50
10/2/2007 $675.00 $ 675.00
9/5/2007 $6,0561.25 $151.96 $6,203.21
8/3/2007 $3,093.75 $154.50 §$3,248.25
7/3/2007 $4,451.25 $94.85 $4,546.10
6/4/2007 $ 7,755.00 $2.00 $7,757.00
5/2/2007 $11,062.50 $782.39 §11,844.89
4/3/2007 $2,812.50 $569.17  $2,871.67
TOTALS: $142,912.50 $2,685.34 $145,597.84 *

*for time thru May 21, 2010



Northern District of Texas
Claims Register

10-33568-sgjl11 Axis Marketing, LP
Judge: Stacey G. Jernigan ~ Chapter: 11

Office: Dallas Last Date to file claims: 07/28/2010
Trustee: Last Date to file (Govt):
Creditor: (13409746) Claim No: 3 Status:
Petro-Hunt, L.L.C. Original Filed Filed by: CR
1601 Elm Street, Ste. 3400 Date: 07/28/2010 || Entered by: White, Joseph
Dallas, TX 75201 Original Entered || Modified:
Date: 07/28/2010

Unsecured claimed: $145597.84
Total claimed: $145597.84

[History:

(White, Joseph )

Details 3-1 07/28/2010 Claim #3 filed by Petro-Hunt, L.L.C., total amount claimed: $145597.84

escription: (3-1) Contract; restoration of environmental damage; specific
erformance; indemnity; contribution; attorneys fees and court costs

IRemarks: (3-1) $145, 597.84 in attorneys fees and costs; remainder unliquidated

|

Claims Register Summary

Case Name: Axis Marketing, LP
Case Number: 10-33568-sgj11
Chapter: 11
Date Filed: 05/21/2010
Total Number Of Claims: 1

I “Total Amount ClaimedHTotal Amount Allowedl
| Unsecured || $145597.84 I |
I Secured ” “ [
l Priority ” l
I Unknown ” '
IAdministrative” H l
| Total | $145597.84 | $0.00




