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Oil . £ CAS LEASE 

• t j' 
THIS AGREEMENT made this 2nd day Qf May, 2011 between BRUM SCOTT MANNING, TRUSTEE OF THE BRIAN SCOTT MRMHPTg IOTIKS 
TRUST DATED NOVEMBER ft, 2010, whose address I s PO -BOX 52012f IRVINE, CALIFORNIA 92619 herein ca l led lessor (vhethar 
one or more) and DHA, L . L . C . 500 West Wall s t ree t , Suite 300, Midland, Texas 79701, leasee; 

1 . Lessor, i n consideration of TEN AND OTHER DOLLARS i n hand paid, receipt of which i s here acknowledged, and of 
the royal t ies herein provided and of the agreements of the leasee herein contained, hereby grants, leases and le ts 
exclusively unto lessee f o r the purpose Of inves t iga t ing , exploring, pxoapeoting, d r i l l i n g , and operating f a r end 
producing o i l and gas, i n j e c t i n g gaa, waters, other f l u i d s , and a i r i n t o subsurface s t ra ta , laying pipelines, 
s tor ing o i l , bu i ld ing tanks, roadways, telephone l i n e s , and other structures and things thereon to produce, save, 
take care o f , t r ea t , process, store and t ranspor t said minerals, the fo l lowing described land i n EPPt County, Mew 
Mexico, t o - w i t : 

Township 19 BouthT Range 26 East, M.M.P.K. 

Section 07: LOT 1, LOT 2, E2NW, NE4 AMD E28E 1 

Said land i s estimated to comprise 398.85 acres, whether i t ac tual ly comprises more or less. 

2. Subject to the other provisions here in contained, th i s lease s h a l l remain i n force f o r a term of three (3) 
years from t h i s date (called "prij&ary tarm"> and as long thereafter as o i l ox gas i s produced £ M B aeid land or from 
land wi th which said land i s pooled. jj 

3. The roya l t i e s to be paid by lessee are: (a) on o i l , and other l i q u i d hydrocarbons1 saved at the v e i l , OKE-
FOURTH (1/4) of that produced and saved from said land, same to be deLivered ot the walla or to the credit of lessor 
i n the pipeline to which tha wells may be connected; (b) on gas, including casinghead gas c r other gaseous substance 
produced from said land and used o f f the premises ox used I n the manufacture o f gasoline or other products, the 
market value at the well of OWE-FOURTH U/4) o f the gas used, provided that on gas sold on or o f f the premises, the 
roya l t ies sha l l be ONE-FOURTH 11/4) o f the amount real ised from such sale; {a) and at any time when this lease i s 
not val idated by other provisions hereof and there i o e gas and/or condensate we l l on said land, or land pooled 
therewith, but gas or condensate i s not being so so ld or used and such we l l i s shut i n | e i ther before or a f t e r 
production therefrom, then on or before 90 days a f t e r said we l l I s shut i n , and thereafter a t annual in te rva ls , 
lessee may pay or tender an advance shut- In roya l t y equal to $1.00 per net acre of lessor 's gaa acreage then held 
under th i s lease by the par ty making such payment ox tender, and so long as said shut- in royal ty i s paid or 
tendered, t h i s lease shal l not terminate and i t s n a i l be considered under a l l clauses hereof that gas i s being 
produced from the leased premises i n paying quant i t i es . Each such payment shal l be paid or tendered to the party or 
par t ies who a t the time of auah payment would be e n t i t l e d to receive the roya l t i e s which] would bB paid under th is 
lease i f the wel l were i n f a c t producing, the payment or tender of royal t ies and shut-in royal t ies nay be made by 
check or d r a f t . Any timely payment or tender o f shut- in royalty which i a made i n a bona f i d e attempt to make proper 
payment, but which ia erroneous i n whole or i n p a r t as to part ies or amounts, sha l l nevertheless be su f f i c i en t to 
prevent termination of t h i s laaae i n the same manner as though a proper payment had been made i f lessee shal l 
correct soon srrox wi th in 30 days a f t e r lessee has received wr i t t en notice thereof by c e r t i f i e d mail from the party 
or part ies e n t i t l e d to receive payment together w i t h such wr i t t en instruments (ox c e r t i f i e d copies thereof) as are 
necessary to enable leasee to make proper payment. The amount realised from the sale of gas on or o f f the premises 
sha l l .be the price established by the gas sales oontraat entered in to i n good f a i t h by lessee and gas purchaser f o r 
such term and under ouch conditions as axe customary I n the industry. "Price" sha l l mean the net amount received by 
lasses a f t e r g iv ing e f f ec t to applicable regulatory orders and a f t e r application of any applicable price adjustments 
specif ied i n such contract or regulatory orders. I n the event lessee compresses, t reats , p u r i f i e s , or dehydrates 
such gas (whether on or o f f the leased premises) or transports gas o f f the leased premises, lessee i n computing 
roya l ty hereunder may deduct from such p r i c e a reasonable charge f o r each of such functions performed. 

4. Shis i a a paid-up lease and lessee s h a l l not be obligated during the primary term hereof to commence or 
continue any operations o f whatsoever character or t o make any payments hereunder i n order ,to maintain th is lease i n 
fo rce during.the primary term; however, t h i s p rov is ion i s not intended to re l ieve lessee 1 of the obligation to pay 
roya l t i e s on actual production pursuant to the provisions of Paragraph 3 hereof. 

5. Lessee i s hereby granted the r i g h t and power, from time to t ime, to pool or combine t h i s lease, the land 
covered by i t or any par t or ho r i i on thereof w i t h any other land, leases, mineral estates or parts thereof f o r tha 
production o f o i l or gas. Units pooled hereunder s h a l l not exceed the standard prorat ion u n i t f i x e d by law or by 
the O i l Conservation Div i s ion of the Energy and Minerals Department of the State o f New Mexico or by any other 
l a w f u l authority f o r the pool or area i n which said land i s situated, plus a tolerance of ten percent. Lessee shall 
f i l e wr i t ten u n i t designations i n the county i n which the premises axe located and such units may be designated from 
time to time and either before or a f t e r the completion of wells. D r i l l i n g operations on or production from any part 
o f any such u n i t sha l l be considered f o r a l l purposes, except the payment of royal ty , as operations conducted upon 
or production from tha land described i n t h i s laasa. Shore sha l l be al located to the land covered by th i s lease 
included i n any such u n i t that por t ion o f the t o t a l production of pooled minerals from wells i n the u n i t , a f t e r 
deducting any used i n lease or u n i t operations, which the net o i l or gaa acreage i n the land covered by th i s lease 
included i n the u n i t boars to the t o t a l number o f surface acres i n the u n i t . The production so allocated shall be 
considered Cor a l l purposes, inc luding the payment or delivery of roya l ty , to be the ent i re production of pooled 
minerals ' f rom' the port ion o f -said land covered hereby and included i n said u n i t i n the same manner as though 
produced from said land under the t a n s o f t h i s lease. Any pooled u n i t designated by lessee, as provided herein, 
may be dissolved by lessee by recording an appropriate instrument i n the County where the land i s situated at any 
time a f t e r the completion of a dry hole or the cessation o f production on said u n i t . 

€. I f at the expiration of the primary term there i s no well upon a o ld land capable of producing o i l or gas,- but 
lessee has commenced operations f o r d r i l l i n g or reworking thereon, t h i s lease sha l l remain i n force so long as 
operations are prosecuted wi th no cessation of more than 60 consecutive days, whether such operations be on the same 
wel l or on a d i f f e r e n t or addi t ional w a l l or we l l s , and i f they resu l t i n the production of o i l or gas, so long 
thereafter as o i l ox gas i s produced f rom sa id land. I f , a f t e r the expiration of the primary term, a l l wells upon 
said land should become incapable o f producing foe any cause, t h i s lease sha l l not terminate i f lessee commences 
operations f o r addit ional d r i l l i n g or f o r reworking wi th in 60 days thereaf ter . i f any d r i l l i n g , addi t ional 
d r i l l i n g , or reworking operations hereunder r e s u l t i n production, then th i s lease sha l l remain i n f u l l force so long 
thereaf ter as o i l ox gas i s produced hereunder. 

.7. Lessee shall have free use of oil, gaa and water from said land, except water from lessor's wells and tanks, 
for all operations hereunder, and the royalty shall be computed after deducting any eo UBed. Leasee shall have the 
right at any time during or after the expiration of this lease to remove all property and fixtures placed by leasee 
on said land, including the right to draw and r*n»ov* all casing, When required by lessor,' lessee will bury all pipe 
linen on cultivated lands below ordinary plow dapth, and no well shall be drilled within two hundred feet (200 f t . ) 
of any residence or barn now on a aid land without lessor's consent. Lessor shall have the privilege,, at his risk 
and expense, of using gas from any gas well on said land for stoves and inside lights in the principal dwelling 
thereon, out of any surplus gas not needed for operations hereunder. \ • 

• B. The r igh t s of ei ther party hereunder may be assigned i n whole or i n par t and the] provisions hereof Bhall 
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extend to the i r heirs , executors, administrators, successors and assigns; butrno change i n the ownership of the land 
or i n the ownership o f , or r ights to receive, roya l t i e s or shu t - in roya l t i e s , however aooomplished shal l operate to 
enlarge the obligations or diminish the r i g h t s of lessee; and no ouch change or d iv i s ion sha l l be binding Upon 
lessee fo r any purpose u n t i l 30 days a f t e r lessee has bean furnished by c e r t i f i e d mail at lessee's pr incipal place 
of business wi th acceptable instruments or c e r t i f i e d , copies thereof cons t i tu t ing the chain of t i t l e from the 

r i g i n a l lessor. I f any such change i n ownership occurs J through-the death off the owner, lessee say, a t i t s option, 
y or tender any royal t ies or shut- in r o y a l t i e s i n the name of the deceased or t o his estate or to his he i r s , 
scutor or Administrator u n t i l such time as lessee has been furnished w i t h evidence sat isfactory to lessee as to 

,*e persons e n t i t l e d to such sums. An assignment o f t h i s lease i n whole or i n par t sha l l , t o the extent of BUCh 
assignment, t o l i evo and discharge lessee o f any obl iga t ions hereunder and, i f leasee or'assignee of par t or parts 
hereof shall f a i l or make defau l t i n the payment o f the proportionate p a r t of r oya l t y or shut- in royal ty due from 
such lessee or assignee or f a i l to comply w i t h any of the provisions of t h i s lease, such defaul t sha l l not a f f ec t 
t h i s lease insofar as i t covers a par t of said lands upon which lessee or any assignee thereof shall properly comply 
o r make such payments. 

9. Should lessee be prevented from complying w i t h any' express or impl ied covenant of t h i s lease, or from 
conducting d r i l l i n g or reworking operations hereunder, or from producing o i l or gas hereunder by reason of scarcity 
or i n a b i l i t y to obtain ox use equipment ox ma te r i a l , ox by operation o f fo rce majeure, ox by any Federal es state 
law or any otder, ru le or regulat ion o f governmental au thor i ty / then while so prevented, lessee's duty sha l l be 
suspended, and lessee shal l not be l i a b l e f o r f a i l u r e to comply therewith; and th i s lease shal l be extended while 
and so long as lessee i s prevented by any such cause from conducting d r i l l i n g ox K&woxking operations or from 
producing o i l or gas hereunder; and the time while lessee i s ao prevented sha l l not be counted against lessee, 
anything i n th i s lease to the contrary notwithstanding. J 

i' 
10. Lessor hereby warrants and agrees to defend the t i t l e to said land and agrees that lessee at i s option may 

discharge any tax, mortgage or other Lien upon said land, and i n the event lessee does so i t shal l be subrogated to 
such l i e n wi th the r i g h t to enforce ease and to apply roya l t i e s and shu t - in roya l t ies payable hereunder coward 
s a t i s f y i n g same. Without Impairment of lessee's r i g h t s under the warranty, i f th is lease covers a less interest i n 
the o i l and gas i n a l l or any paxt of sa id land than the en t i r e and undivided fee simple estate (whether lessor's 
i n t e r e s t i s herein specified or not) than the r o y a l t i e s , shut- in royal ty , and other payments, i f any, accruing from 
any pa r t as to which th i s lease covers less than such f u l l i n t e re s t , sha l l be paid only i n the proportion which the 
in te res t therein, i f any, covered by th i s lease, bears to the whole and undivided fee simple estate therein. Should 
any one or stbre of the part ies named above as lessors f a i l to execute th i s lease. I t shall nevertheless be binding 
upon the par ty or part ies executing the same. |j 

11 . Lessee, i t s or his successors, heirs and assigns, sha l l have the r i g h t a t any time to surrender th is lease, i n 
whole or i n par t , to lessor or his he i rs , successors, and assigns by del iver ing or mailing!a release thereof to the 
lessor , or by placing a release thereof o f record i n the county i n which said land i s si tuated; thereupon lessee 
s h a l l be rel ieved from a l l obl igat ions , expressed ox impl ied , o f t h i s agreement as to acreage so surrendered, and 
thereaf te r the shut-in royal ty payable hereunder sha l l be reduced i n the proportion that the acreage covered hereby 
i s reduced by aaid release or releases. 

Executed the day and year f i r s t above w r i t t e n . 
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ACKNOWLEDGMENT 

State of California 
County of; LOS ANGLELES 

On May 5, 2011 before me, Ronald G. Patton, Notary Public 
(insert name and title of the officer) 

personally appeared Brian Scott Manning , Tvuyfea. : , 
who proved to me on the basis of satisfactory evidence to be the person^ whose namef*) is/are-
subscribed to the within instrument and acknowledged to me that he/shefthey-executed the same in 
his/rwr/their authorized capacitypee)* and that by his/tef^heir slgnaturefs) on the Instrument the 
person^, or the entity upon behalf of which the person^ acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws ofthe State of California that the foregoing 
paragraph is true and correct.. 

WITNESS my hand and official seal. j 

Signature 



toon 853 P«I1231 

Exhibit "A" 

ADDENDUM TO OIL AND GAS LEASE 

Exhibit "A" to that certain Oil and Gas Lease ("Lease") dated 21"1 day of May. 2011. by 
and between Brian Scott Manning, Trustee, The Brian Scott Manning Living Trust dated 
November 4, 2010, as Lessor, and DHA, L.L.C, as Lessee, attached to and made a part 
hereof, covering the lands described in eaid Lease. Notwithstanding anything contained 
herein to the contrary, wherever the following provisions or those made to the Lease and 
initialed by the parties are inconsistent with the printed portions of the subject Lease, the 
following provisions and those initialed by the parties shall control and apply: 

1. SHUT-IN ROYALTIES: Only a well capable of producing gas in paying quantities may 
be shut-in. Leasee may perpetuate this Lease by the payment oE shut-in royalties only in. 
cases where there is a lack of market to sell said gas, no pipeline is available to transport 
gas to market or where governmental restrictions prohibit Lessee to market and sell said 
gas. Lessee shall not maintain this Lease by the payment of shut-in royalties for a 
period greater than two (2) consecutive years, or a total of twenty-four (24) cumulative 
months, without Lessor's prior written consent. The failure to pay any shut-in royalty as 
herein provided, or the failure to commence actual production in paying quantities from 
any shut-m well on or before the expiration of the shut-in periods allowed under this 
paragraph, shall cause the automatic termination of this Lease insofar aa same shall 
cover the land included within the proration unit upon which shut-in well is established, 
whether or not this lease remains within its primary term at the time. 

2. POOLING: In the event a portion of the land leased herein is pooled with other lands so 
as to form a pooled unit or units, operations on or production from such {unit or units 
shall maintain this Lease in force only as to the land included in such unit or units. A 
copy of each written unit designation filed pursuant to Paragraph 5 of the Lease shall be 
provided to Lessor. 

8. DEFINITIONS: 
a. As used herein, the term "minerals" shall mean oil, gas and otherj hydrocarbon 

substances; 
b. As used herein, the term "drilling" or "drilling operations" shall mean the actual 

operation of drilling in the ground with equipment capable of prosecuting same to 
a depth necessary to adequately test one or more of the potential oil and/or gas 
bearing formations in the area; * 

. c. As used herein, the term "production" shall mean an amount of oil and/or gas 
which yields a profit to Lessee after deducting all operating and marketing cost3 
associated with the amount of oil and/or gas produced from the leased lands; 

4. RETAINED ACREAGE: Subject to the provisions as herein provided, at the expiration 
of the primary term hereof, this Lease shall terminate as to all of the leased lands, save 
and except the lands then assigned to a proration unit upon which there is located a well 
producing oil and/or gas in paying quantities. Further, as to each such unit, this Lease 
shall terminate as to all depths one hundred (100) feet below the deepest zone or stratum 
then producing in a well Lessee has theretofore drilled thereon or on lands pooled 
therewith, which zone or stratum ia to be identified from the electric log or logs of said 
well. I 

5. COVENANT TO DEVELOP: Lessee agrees to adequately protect the oil and gas under 
the leased land from drainage from adjacent lands, being those which have a common 
corner or corners with the leased land. For the purposes hereof, Lessee agrees that any 
well brought in on adjacent lands which bottom hole is located within six hundred sixty 
(660) feet of the leased land shall result in drainage to said land, and Lessee agrees to 
drill such offset wells as are reasonably necessary to protect the leased land.1! 

6. Lessor shall have the right to inspect and copy all records of Lessee relating to the 
amount, value and sale of the oil or gas produced from the leased land. 

7. RELEASE ON TERMINATION: Within thirty (30) days after this Lease terminates for 
any reason, as to any or all of the leased land, Lessee shall execute and place of record in 
the Office of the County Clerk of the County where the land is located a release of this 
Lease covering such portion of the leased land upon which the lease term has 
terminated, and shall deliver a copy of such recorded release to Lessor. 

8. ASSIGNMENT: Within thirty (30) days of any assignment of this Lease, Lessee Bhall 
notify Lessor in writing of said assignment and provide to Lessor a recorded copy thereof. 
The rights of Lessee may be assigned in whole or in part. However, no assignment of any 
portion of or interest in this Lease shall release or discharge Lessee or any other assignor 
from any liability or obligation to Lessor under this Lease with reference to the portion or 
interest assigned, including, but not limited to, the payment of associated royalties and 
the obligation to plug and abandon any well on the assigned premises which ceases to 
produce and restore said premises to as near its original condition as practicable upon 
lease termination. 

It 
j 
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9. DAMAGES: Upon request, Lessee shall pay to Lessor, at Lessor's address of record, for 
all damages resulting from Lessee's operations on the leased land. 

10. WARRANTY OF TITLE: This Lease is made without warranty of title, either express or 
implied. 1 

AGREED TO AND ACCEPTED BY: 

LESSOR: 

THE BRIAN SCOTT MANNING LIVING TRUST 
DATED NOVEMBER 4, 2010 

Tree 

LESSEE: 

DHA, L.L.C. 


