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NMOCD Case Nos. 14134 and 14141

June 20, 2008
Approach Operating LLC

Ex. No. 17



COUNSEL EMERITUS
William R. Federici

J.0. Seth (1883-1963)
A.K. Montgomery {1903-1987)
Frank Andrews (1914-1981)
~Seth D. Montgomery {1937-1998)

Paul E. Houston
Kevin M. Sexton
Jeffery L. Martin
Alexandra Corwin Aguilar
Jeffrey J. Wechsler
Shannon A. Parden
Brian T. Judson
Susan R. Johnson
Holly Agajanian
Sharon T. Shaheen
Jaime R. Kennedy

Victor R. Ortega
Gary Kiipatric
Thomas W. Olson
Walter J. Melendres
John B. Draper
Nancy M. King
Sarah M. Singleton
Stephen S. Hamilton
Edmund H. Kendrick
Louis W. Rose
Randy S. Bartell

OF COUNSEL
Joe A. Sturges
J. Scott Hall
Suzanne C. Odom
Earl Potter, P.A.

Mr. David Brooks

MONTGOMERY & ANDREWS

PROFESSIONAL ASSOCIATION
ATTORNEYS AND COUNSELORS AT LAW

325 Paseo de Peralta
Santa Fe, New Mexico 87501

Post Office Box 2307
Santa Fe, New Mexico 87504-2307

Telephone (505) 982-3873
Fax (50b) 982-4289

June 24, 2008

VIA HAND DELIVERY

New Mexico Qil Conservation Division

1220 South St. Francis Drive
Santa Fe, NM 87505

ALBUQUERQUE OFFICE

6301 Indian School Road, N.E.
Suite 400
Albuguerque, New Mexico 87110
Post Office Box 36210
Albuguerque, New Mexico 87176-6210

Telephone (505) 884-4200
Fax (605) 888-8929

www.montand.com

Reply to Santa Fe Office

Re: NMOCD Case Nos. 14134 and 14141; Application of the Board of Rio Arriba
County Commissioners; Application of Approach Operating, LLC, Rio Arriba County,

New Mexico

Dear Mr. Brooks:

Enclosed are copies of that Oil and Gas Lease dated February 27, 2007 filed of
record with the Rio Arriba County Clerk’s Office at Book 530, Pg. 2524, and that
Assignment of Oil and Gas Lease dated March 7, 2007 filed at Book 530, Pg. 2529.

This Lease and Assignment were offered into the record at the hearing yesterday
as Approach Exhibit 24 when it was determined that page 5 to the lease addendum was
missing. The enclosed copies of the lease and assignment are complete and should be

substituted for Exhibit 24.

Cc: Ted Trujillo, Esq. w/encl.

Very truly yours,

. Soa«;ﬂcve,a

J. Scott Hall
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THIS AGREEMENT made this 27 day of February, 2007 between Robert B. Rowling, William C. Dunlap, Thomas
Hassen, Minerva Partners, LTD,, a Texas limited partnership, Recklaw Ventures, Ltd., and Michael T. Popejoy, whose address is 600
East Las Colinas Boulevard, Suite 1900, Irving, Texas 75039-5601 herein called Lessor (whether one or more) and Lynx Production
Company, Inc, whose address [s 2121 San Jacinto, Suite 860, Dallas, Texas 75201, Lessee:

Producer's 88

1. Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of
the royalties herein provided and of the agreements of the Lessee herein contained, hereby grants, leases and lets exclusively unto
Lessee for the purpose of investigating, exploring, prospecting, drilling, and operating for and producing oil and gas, injecting gas,
waters, other fluids, and air into subsurface strata laying pipelines, storing oil, building tanks, roadways, telephone lines, and other
structures and things thereon to produce, save, take care of| treat, process, store and transport said minerals, the following described
land in Rio Arriba County, New Mexico, to wit:

90,357.544 acres, more or less, out of the Tierra Amarilla Grant, Rio Arriba County, New Mexico more fuiiy described on Exhibit A
attached hereto.

Said land is estimated to comprise 90,357.544 acres, whether it actually comprises more or less.

2. Subject to the other provisions herein contained, this lease shall remain in force from the first date above until April 2,
2009 (called primary term) and as long thereafter as oil or gas is produced from said land or from land with which said land is pooled.

3. The royalties to be paid by Lessee are: (a) on oil, and other liquid Tiydrecarbons saved at thewell,1/§ of that produced
and saved from said land, same to be delivered at the wells or to the credit of Lessor in the pipeline to which the wells may be
connected; (b) on gas, including casing head gas or other gaseous substance produced from said land and used off the premises or
used in the manufacture of gasoline or other products, the market value at the well of 1/8 of the gas used, provided that on gas sold on
or off the premises, the royalties shall be 1/8 of the amount realized from such sale: (c) and at any time when this lease is not
validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but gas or
condensate is not being so sold or used and such well is shut in, either before or after production therefrom, then on or before 90 days
after said well is shut in, and thereafter at annual intervals, Lessee may pay or tender an advance shut-in royalty equal to $1.00 per net
acre of Lessor's gas acreage then held under this lease by the party making suchi payment or tender, and so long as said shut-in royalty
is paid or tendered this lease shall not terminate and it shall be considered under all clauses hereof that gas is being produced from the
leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time of such
payment would be entitled to receive the royalties which would be paid under this lease if the well were in fact producing. The
payment or tender of royalties and shut-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty
which is made in a bona fide attempt to make proper payment. but which is erroneous in whole or in part as to parties or amounts,
shall nevertheless be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if
Lessee shall correct such error within 30 days after Lessee has received written notice thereof by certified mail from the party or
parties entitled to receive payment together with such written instruments (or certified copies thereof) as are necessary to enable
Lessee to make proper payment. The amount realized from the sale of gas on or off the premises shall be the price established by the
gas sales contract entered into in good faith by Lessee and gas purchaser for such term and under such conditions as are customary in
the industry, Price shall mean the net amount received by Lessee after giving effect to applicable regulatory orders and after
application of any applicable price adjustments specified in such contract or regulatory orders, In the event Lessee compresses, treats,
purifies, or dehydrates such gas (whether on or off the leased premises) or transports gas off the leased premises, Lessee in computing
royalty hereunder may deduct from such price a reasonable charge for each of such functions performed.

4. This is a paid-up lease and Lessee shall not be obligated during the primary terin hereof to commence or continue any
operations of whatsoever character or to make any payments hereunder in order to maintain this lease in force during the primary
term; however, this provision is not intended to relieve Lessee of the obligation to pay royalties on actual production pursuant to the
provision or Paragraph 3 hereof.

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or
any part or horizon thereof with any other land, leases, mineral estates or parts thereof for the preduction of oil or gas. Units pooled
hereunder shall not exceed the standard proration unit fixed by law or by the Oil Conservation Division of the Energy and Minerals
Department of the State of New Mexico or by any other lawful authority for the pool or area in which said land is situated, plus a
tolerance of ten percent, Lessee shall file written unit designations in the County in which the premises are located and such units may
be designated from time to time and either before or after the completion of wells. Drilling operations on or production from any part
of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon or production from
the land described in this lease. There shall be allocated to the land covered by this lease included in any such unit that portion of the
total production of pooled minerals from wells in the unit, after deducting any used in lease or unit operations, which the net oil or gas
acreage in the land covered by this lease included in the unit bears to the total number of surface acres in the unit. The production so
allocated shall be considered for all purposes, including the payment or delivery of royalty, to be the entire production of pooled
minerals from the portion of said land covered hereby and included in said unit in the same manner as though produced from said
land under the terms of this lease. Any pooled unit designated by Lessee, as provided herein, may be dissolved by Lessee by




recording an appropriate instrument in the County where the land is situated at any time after the complenon of a dry hole or the
cessation of production on said unit,

6. If at the expiration of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has
commenced operations for drilling or reworking thereon, this lease shall remain in force so long as operations are prosecuted with no
cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or wells,
and if they result in the production of oil or gas, so long thereafter as oil or gas is produced from said land.-If, after the expiration of
the primary term, all wells upon said land should become incapable of producing for any cause, this lease shall not terminate if Lessee
commences operations for additional drilling or reworking within 60 days thereafter. if any drilling, additional drilling, or reworking
operations hereunder result in production, then this lease shall remain in full force so long thereafter as oil or gas is produced
hereunder,

7. Lessee shall have free use of oil, gas 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 so used. Lessee shall have the right at any time during or
after the expiration of this lease to remove all property and fixtures placed by Lessee on said land, including the right to draw and
remove all casing. When required by Lessor, Lessee will bury all pipelines on cultivated lands below ordinary plow depth, and no
well shall be drilled within two hundred feet (200 ft.) of any residence or barn now on said 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.

8. The rights of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their
heirs, executors, administrators, successors and assigns; but no change in the ownership of the land or in the ownership of, or rights to
receive, royalties or shut in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of Lessee;
and no such change or division shall be binding upon Lessee for any purpose until 30 days after Lessee has been furnished by
certified mail at Lessee's principal place of business with acceptable instruments or certified copies thereof constituting the chain of
title from the original Lessor, If any such change in ownership occurs through death of the owner, Lessee may, at its option, pay or
tendér any royalties or shut-in royalties in the name of the deceased or to his estate or to his heirs, executor or administrator until such
time as Lessee has been furnished with evidence satisfactory to Lessee as to the persons entitled to such sums. An assignment of this
lease in whole or in part shall, to the extent of such assigiunent, relieve and discharge Lessee of any obligations hereunder and, if
Lessee or assignee of part or parts hereof shall fail or make default in the payment of the proportionate part of royalty or shut-in
royalty due from such Lessee or assignee or fail to comply with any of the provisions of this lease, such default shall not affect this
lease insofar as it covers a part of said lands upon which Lessee or any assignee thereof shall properly comply or make such

payments.

9. Should Lessee be prevented from complying with any express or implied covenant of this lease, or from conducting
drilling or reworking operations hereunder, or from producing oil or gas hereunder by reason of scarcity or inability to obtain or use
equipment or material, or by operation of force majeure, or by Federal or state law or any order, rule or regulation of governmental
authority, then while so prevented, Lessee's duty shall be suspended and Lessee duly shall not be liable for failure to comply
therewith; and this lease shall be extended while and so long as Lessee is prevented by any such cause from conducting drilling or
reworking operahons or from producing oil or gas hereunder; and the time while Lessee is so prevented shall not be counted against
Lessee, anything in this lease to the contrary notwithstanding.

10. Lessor hereby warrants and agress to defend the title to said land and agrees that Lessee at its option may discharge any
tax, mortgage or other lien upon said land, and in the event Lessee does so it shall be subrogated to such lien with the right to enforce
same and to apply royalties and shut-in royalties payable hereunder toward satisfying same. Without impairment of Lessee's rights
under the warranty, if this lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee
simple estate (whether Lessor's interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any,
accruing from any part as to which this lease covers less than such full interest, shall be paid only in the proportion which the interest
therein, if any, covered by this lease, bears to the whole and undivided fee simple estate therein, Should any one or more of the parties
named above as Lessors fail to execute this lease, it shall nevertheless be binding upon the party or parties executing the same,

11. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or in
part, to Lessor or his heirs, successors and assigns by delivering or mailing a release thereof to the Lessor, or by placing a release
thereof of record in the County in which said land is situated; thereupon Lessee shall be relieved from all obligations, expressed or
implied of this agreement as to acreage so surrendered, and thereafter the shut-in royalty payable hereunder shall be reduced in the
proportion that the acreage covered hiereby is reduced by said release or refeases.

SEE ATTACHED ADDENDUM “A”™ FOR ADDITIONAL PROVISIONS (I through 21)
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@ IN WITNESS WHEREOF, this instrument is executed on the date first above written.

Lessor: / Lessee;

- "/,%/ \
Robert B. Rowling % Lynx Preduction Company
By_ Robert 8. Craine, President
Lessor;

W pthoon & 2 o Lnp

William C. Dunlap - v

Llessor:

’]’W €. Poassin

Thomas Hassen
@ THomns E. RASSEN

Lessor:

Minerva Partners, LTD,, A Texas Limited Partnership
By: Malouf Interests, Inc.

Its General Partner,
By its President, Matthew Malouf

Lessor:

Lessor:

Y

eCklaw Ventures, Asd.
By its General Partner, E.E. Treadaway
Recklaw Management Co., Inc.

Michael T. Popejoy /
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@ IN WITNESS WHEREOF, this instrument is executed on the date first above written.
Lessor: Lessee:
107 [/
" Robert B, Rowling Lynx Production Company

By_ Robert S. Craine, President

Lessor:

W gt Q?—:Jﬂf

William C, Dunlap v

RIO BRRIBA
D VIGIL, COUNTY CLERK
J.FRE o550

Book 530 Dage 2524
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Lessor:

@ Thomas Hassen

Lessor:

Minerva Partners, LTD., A Texas Limited Partnership
By: Malouf Interests, Inc.

Its General Partner,
By its President, Matthew Malouf

Lessor:

RetRlaw Ventures, hsd. -
By its General Partner, E.E. Treadaway
Recklaw Management Co., Inc,




TN WITNESS WHEREOF, this Instrument is execpted on the date first above written,

Legsor:

Kgl:crl B. Rowling

Lessor;

William C. Dunlap

{.essor

Thomas Hassen

{essor:

it

Minerva Partners, LTD., A TexasAimited Partrership

By: Malouf Interests, Inc.

Its General Pariner,
By its President, Matthew Malouf

Lessor:

Recklaw Ventures, Ltd,
By its General Partner, B.E. Treadaway
Recklaw Management Co., Inc,

Lessor:

Michael T, Popejoy

Lesseos

Lynx Praduction Company

By_ Rabeut §. Craine, Pregident

RIO ARRIBA
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STATE OF TEXAS § BY ERMA

COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this uzgday of [ééluzgz , 2007 by Robert B. Rowling, an Individual.

\‘nuu,,"'
S, LYNN ZENGLER ‘
ST P MY COMMISSION EXPIRES B =
i Sopnber 25,208 (e
- = — Notary Public’ State ofTexags”
Commission Expires: 6/ -R5 08
STATE OF TEXAS §
COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this OZf{llay of [C:é%d’/"z 2007 by William C. Dunlap, an Individual,

LYNN ZENGLER g ﬁ@:—\
MY COMMISSIONEXPIRES || ¢S /Za_/é
September 25, 2008 Notary Public/Statc of Togad &~
Commission Expires: 7 - ,’25(." 6y

STATE OF TEXAS §

COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this 02 day of MMCA , 2007 by Thomas Hassen, an Individual.

1 A LYNN ZENGLER : D - E
[P0 MY COMMISSION EXPiRES |} o 7'/'/‘6"’{
/00 Saplember 25, 2008 ‘ Notary Publie/ State ofTexas”

o) 7
Commission Expires: (/ RS-0 ¥

STATE OF TEXAS 8
COUNTY OF DALLAS §
The foregoing instrument was acknowledged before me on this day of , 2007 Minerva Partners, LTD., a Texas

Limited Partnership by Malouf Interests, Inc., It’s General Partner, by its President, Matthew Malouf.

Notary Public, State of Texas

Commission Expires:




STATE OF TEXAS §
COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this

STATE OF TEXAS §
CQUNTY OF DALLAS §

The foregoing instrument wes ackmowledged before me on this

STATE OF TEXAS §
COUNTY OFDALLAS  §

The foregoing instrument was acknowledged before me on this

STATE OF TEXAS §
COUNTY OF DALLAS  §

The foregping instrument was ackiowledged before ne on thxs:g' 2 day of [ £4FU4
Limited Partuership by Malouf Interests, Inc., 1t’s General Partner, by its President, Matthe vy Malouf.

JAY C. HOUSE
MY COMMISSION EXPIRES

September&
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day of _, 2007 by Robert B, Rowling, an Individual,

Notary Public, State of Texas

v
Commission Expires:

day of , 2007 by William C. Duntap, an Individual,

Notary Public, State of Texas -

Commission Expires:

day of , 2007 by Thomas Hassen, an Individual.

Notary Publit, State of Tezas

Commission Expires:

2007 Minerva Partners, LTD., a Texas

e L Tl

No(ary&ﬁ)lic, State of Texas

Commission Expires: Vi / )
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STATE OF TEXAS §

COUNTY OF DALLAS §

o , ,
The foregoing instrument was acknowledged before me on thiSD2 7 day of / t’é"l/@_/_z , 2007 by E.E. Treadaway, General Partner
of Recklaw Ventures, Lid.

LYNN ZENGLER T e
MY COMMISSIONEXPIRES || <o : gﬁﬁigyyf/ﬁvﬂsﬁ (i;>
Seplember 25, 2008 : Notary Puh_[m/ State of Téxas”

Commission Expires: /I/o? ?):/927

STATE OF TEXAS  §

COUNTY OF DALLAS §

The foregoing instrument was acknowledged before me on this 073 day of/ I’l/&% 2007 by Mlchael T. Popejoy, an
Individual.

( B Bt ':"W/?/l t‘ﬂ Q
Notary Publx&Staté of Texag~ /

Commission Expires: 67,/"! 57/) &

LYNN ZENGLER
MY COMMISSION EXPIRES
September 25, 2008

g PN
TS

STATE OF TEXAS §

COUNTY OF DALLAS §

1ty
The foregoing instrument was acknowledged before me on this/I‘/day of Mdjjj&)om, by Robert S. Craine, President

Lynx Production Company,

Notary Public, State of Texas

Wittty
SR STEVEN C. HAWORTH _
@ H“%) MY COMMISSION EXFIRES Commission Expires: 37 { M / D
X March 12, 2010
ST




ADDENDUM “A*

“Attached to and made a part of that certain oil and gas lease dated 27 February 2007 by and
between Robert B. Rowling, et al. as Lessor, and Lynx Production Company, Inc., as Lessee.

ADDITIONAL PROVISIONS OF LEASE

Notwithstanding any provisions to the contrary contained elsewhere in this lease, in the
event of a conflict or inconsistency between the printed portion of this lease and this
Addendum, the terms, provisions, covenants, limitations, exceptions, res’érvatious and
conditions of this Addendum shall govern and prevail over the terms, provisib_us, covenants,
limitations, exceptions, reservations and conditions of the printed portion of this lease (and
any insertions therein or deletions thereto). Notwithstanding anything to the contrary in

the foregoing portion of this lease, this lease is executed and delivered byALessor and is < 5
accepted by Lessee subject to the following provisions: " g (% (03
1. The royalties to be paid or delivered by Lessee to Lessor and which are hereby expressly : <
reserved by Lessor shall by 16.25% of all minerals produced, saved and sold from said é gf\'}' g é
fand, and whenever the fractions 1/8 appear herein, the fraction 16.25% shall be g U(.lq a(? (t\r;
substituted in lieu thereof, d0 5
O EOmu&
2. It is also understood and agreed that any shut in royalty shall not be due during the E aq® OL}%
primary term or during the time Lessee is continuously drilling as described in item 8.c. E 'é ‘5‘8 ,
below. When payable, it shall be paid as to each unit containing a well as defined in item s [8 S

8. below rather than as to all land originally covered by this lease. After that time,

@ Lessee’s right to maintain this lease in force after the later of the expiration of the
primary term hereof or the end of any continuous development by payment of shut-in gas
royalty under paragraph 3. shall be limited to recurring periods not to exceed three (3)
years in the aggregate. In the even that the cause of shutting in is a lack of infrastructure
for marketing of gas or oil, such as pipelines or other facilities necessary for the
transportation, compression or marketing of production, but Lessee or parties to whom
Lessee will sell production are in the process of actually constructing such lines or
facilities, that period of time during which construction is taking place shall not be
counted in calculating the three year aggregate limit for shutting in.

3 Lessor shall have the right at all reasonable times, personally or by representative, to
inspect the accounts, records, and data of Lessee pertaining to the development and
production of the oil, gas and associated minerals from the leased premises. Lessee
agrees to provide Lessor with any well information, such as logs, etc., within a reasonable

time following receipt of same.

4, It is hereby agreed between Lessor and Lessee that this lease covers only oil, gas and all
other hydrocarbons and/or substances, whether elements, mixtures or compounds in
liquid, gaseous or vaporous forms or states, which can or may be produced through the
bore of a well producing oil or gas, including, but not limited to, crude oil, condensate,

natural gas, coal gas or coal bed methane.

5. No assignment by Lessee, or any successor to Lessee, shall be valid and binding upon
Lessor until furnished with a copy of such assignment or assignments as filed in the Rio
Arriba County records. Each assignee of this Lease expressly assumes the obligation to
furnish to Lessor copies of its assignment, but upon its failure to do so, it shall be

HOU:2665954.3
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: .-‘)

conclusively presumed that such assignee has appointed the last party in its chain of title
who has given such notice to Lessor, as that assignee's agent and attorney-in-fact as to all
matters pertaining to this Lease, including the service, receipt, and acceptance of citation
in any suit filed by Lessor with respect to this lease.

Lessor appoints Michael T. Popejoy as its agent for service of any notice to be made to

Lessor and notice shall be made via certified mail with return receipt requested, or
personal delivery, facsimile with confirmation or email with confirmation to;

Michael T. Popejoy

600 East Las Colinas Blvd; Suite 1900 RIO AR%guBu% CLERK
Tving, Texas 75039-5601 R S 7Y L AP
Phone: 214-283-8617 Book 51%0 gzzge o M
Fax: 214-283-8515 0470572007 08142 2
Email: mpopejoy@trtholdings.com gy  ERMA '

No pooling of the leased premises is allowed or permitted without the prior written
consent of Lessor.

This lease, if not sooner terminated in whole or in part, shall terminate at the end of the
primary term, subject to any extension or continuous drilling program which may occur
in accordance with provisions found later in this addendum, as to all of said land expect
the following units of earned or retained acreage:

i) 80 acres around each oil well then producing in paying quantities, or capable of
producing in paying quantities and shut-in, or being re-worked, or

(ii) 160 acres around each gas well then producing, or capable of producing, in
paying quantities, or capable of producing in paying quantities and shut-in, or
being re-worked, from depths at or above 8,000 feet beneath the surface, or

(iii) 320 acres around each gas well then producing, or capable of producing, in
paying quantities, or capable of producing in paying quantities and shut-in, or

being re-worked, from depths below 8,000 feet beneath the surface

(iv) In the event any governmental authority or jurisdiction prescribes or
permits the allocation of a larger unit to any well in order to obtain the
maximum production allowable, then this lease shall continue in force and
effect as to the amount of acreage to be so allocated.

In the event Lessee desires to hold and retain more acres than that described above for a
producing unit, it may do so subject to the following terms and conditions:

A. No producing unit shall exceed 640 acres

B. Lessee shall timely and properly designate said producing unit as set forth in 8.b.
below

C. On an annual basis, using the effective date of the designated unit as the starting

date, Lessee shall pay to Lessor, a minimum annual royalty, the difference




) )

between the royalties and shut ins actually received during this annual period and
the sum of seventy five dollars ($75) for each net acre held by said unit or units.
Should Lessor consider that Lessee is not in compliance with respect to the
payment of such minimum royalty payment, lessor shall notify Lessee in writing
via certified mail of the facts relied upon as constituting a breach hereof, and
Lessee, if in default, shall have 60 days after receipt of said notice in which to
make said payments, if due. :

In addition, three (3) years after the later of the end of the primary term or the end of
continuous development as described in item c. below, this lease shall terminate as to all
depths below 100 feet beneath the base of the deepest formation (or its stratigraphic
equivalent) producing or capable of producing in each unit.

Partial termination shall be subject to the following conditions:

HOU:2665954.3

The overlapping of one unit of earned acreage with another unit of earned
acreage shall not entitle Lessee to refain any acreage not in either unit,

Lessee shall file of record in the appropriated governmental ofﬁc_é an instrument
releasing said lease as to acreage not held in accordance with the terms of this
provision. The retained tracts shall be in as near the form of a square as is
practicable, but conforming as nearly as practicable with lease lines, with the
well(s) located therein being a sufficient distance from boundary lines of such
tracts to comply with regulatory requirements. Such a filing shall be made by
Lessee within 60 days after the later of (i) the end of the primary term or any
extension thereof; or (ii) the end of continuous development as described later in
these special provisions. If Lessee fails or refuses to execute and file such a
release or releases as described, Lessee shall be liable to Lessor for any and all
costs and expenses, including attorney’s fees, incurred by Lessor in attempting to -

secure such releases.

If at the expiration of the primary term or any extensions of the primary term,
Lessee is then engaged in the actual drilling of a well in search of oil or gas on
the covered land or land pooled therewith, or has drilled a producing well or a
dry hole thereon during the primary term, or any extensions to the primary term,
then the lease termination provisions of this paragraph 8 shall be postponed so
long as Lessee continuously drills on the covered land or land pooled therewith
with no more than one hundred eighty (180) days elapsing between the
completion of a well as a producer or a dry hole and the commencement of actual
drilling of the next succeeding well.

In the event of a partial termination of this lease as contemplated in this special
provision, it is agreed that Lessee shall have and retain such easements of ingress
and egress over the covered land as shall be necessary to enable Lessee to
explore (including seismic operations), develop, operate and produce and
transport products from or on portions of this Lease then in effect. Further, it
shall not be necessary for Lessee to remove or relocate any roads, pipelines,
surface facilities, tank batteries or other installations from any portions of this
lease which may have terminated for so long as they are used for the
development and operation of such portions of this lease which continue: in force
and effect. RIO ARRIBA
J.FRED VIGIL, COUNTY CLERK
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Lessee shall protect the oil and gas in and under the leased premises from drainage by
wells on adjoining or adjacent land or leases in a manner of a reasonable, prudent

operator.

Prior to the commencement of any operations on the leased premises, Lessee shall give
Lessor notice of Lessee's intention to commence opetrations, and the approximate date
and location of them. Except in cases of emergency, this notice to Lessor shall be given
within a reasonable time prior to the commencement of operations. Lessor shall have the
right, personally or by representative, at Lessor's sole risk, to have access to the derrick
floor with the right to observe all operations on all wells including the right to inspect and
take samples of all cores and cuttings, and the right to witness the taking of logs and drill -
stem tests, and Lessee agrees to promptly furnish Lessor with copies of all logs and
surveys within sixty (60) days of receipt of Lessor's written request therefor. Lessee
agrees to share with Lessor true and correct information as requested by Lessor for each
well, the production therefrom and such technical information as Lessee may acquire and
which is readily available with respect to the sands and formations encountered. Lessor
shall have the right to be present when wells and/or tanks are gauged and production
metered and shall have the right to examine all run tickets and to have full information as
to production and runs. In addition, Lessee shall furnish to Lessor, upon Lessor's written
request, true copies of all applications, reports, and test made by Lessee to any
governmental authority. Nothing in this provision shall be interpreted as dictating which
operations or tests shall be conducted by Lessee. All operations and tests shall be
conducted at Lessee’s sole discretion.

Lessor hereby binds Lessor and Lessor’s heirs, successors and assigns to WARRANT
AND FOREVER DEFEND all and singular the leased premises unto Lessee and Lessee’s
heirs, successors and assigns, against every person whomsoever lawfully claiming or to
claim the same or any part thereof by, through or under Lessor, but not otherwise. Lessor
agrees that Lessee, at Lessee's option, may discharge any tax, mortgage, or other line or
lines upon any interest or interests leased hereby, and in the event Lessee does so, Lessee
shall be subrogated to such lien with the right to enforce the same and apply royalties,
shut-in gas well royalties, minimum royalties and other payments accruing hereunder to
the interest or interests against which any such line applies, toward satisfying the same. It
is agreed that if this lease covers a less interest in the oil and gas in all or any part of the
leased premises than the entire undivided fee simple estate, then royalties, delay rentals,
shut-in royalties, minimum royalties and other monies accruing from any part as to which
this lease covers less that such full interest shall be paid only in the proportion which the
interest therein covered by this lease bears to the whole and undivided fee simple estate

therein.

If, at any time while this lease is in force Lessee's drilling operations are delayed or
prevented by reason of Lessee's inability to obtain fuel for operations or Lessee's inability
to obtain the service of a drilling rig or completion rig, or Lessee.is delayed by
mechanical failure in the drilling or completion of a well or Lessee is delayed by virtue of
any litigation, injunction or restraining order, governmental or regulatory order or
regulation or by failure to obtain permits, then all the provisions and covenants contained
in this lease concerning the operations during the primary term or after the expiration of
the primary term of this lease, in whole or in part, shall be extended until 60 days after
the removal of such delaying cause; delaying cause; provided, that Lessee must give
written notice to Lessor of the existence and cause of such delay with appropriate
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supporting evidence within 15 days thereafter, therein identifying the portion or portions
of the leased premises reasonably affected by such circumstances. The provisions of this
item 13 excusing timely performance by Lessee will be applicable only to the portion or
portions of the leased premises identified in Lessee’s written notice to Lessor as being
reasonably affected by the existence and cause of the delay. The provisions of this item
13 will not be applicable to any and all portions of the leased premises not identified in
Lessee’s written notice to Lessor. In no event shall this provision allow an extension of
this lease or its term, in whole or in part, past a four (4) year period of time or recurring
periods not to exceed four (4) years in the aggregate if the delay is caused by litigation,
injunction, restraining order, governmental or regulatory order or by failure to obtain
permits, and past a two (2) year period of time or recurring periods not to exceed two (2)
years in the aggregate for all other causes. '

Lessee agrees to defend, indemnify and hold harmless Lessor, their heirs, successors,
representatives, agents and assigns, from and against any and all claims, demands and
causes of action, including, without limitation, claims for injury (including death) or
damage to persons or property arising out of, incidental to or resulting from the
operatioﬁs of or for Lessee, its servants, agents, employees, guests, licensees, invitees or
independent contractors, and from and against all costs and expenses incurred by Lessor
by reason of any such claim or claims, including attorneys' and expert witnesses; fees;
and each assignee of this lease, or an interest therein, agrees to defend, indemnify and

hold harmless Lessor in the same manner provided above. Such indemnity shall apply to -

any claim arising out of operations conducted under or pursuant to this lease, howsoever
caused, INCLUDING, BUT NOT BY WAY OF LIMITATION, ANY NEGLIGENT
ACT OR OMISSION OF LESSOR EXCEPTING ONLY LESSOR’S GROSS
NEGLIGENCE AND WILLFUL MISCONDUCT. LESSOR'S REPRESENTATIVES,
AGENTS OR EMPLOYEES. LESSEE. LESSEE'S AGENTS. SERVANTS.
EMPLOYEES OR INDEPENDENT CONTRACTORS. LESSEE'S OBLIGATION TO
DEFEND AND INDEMNIFY LESSOR SHALL APPLY WHETHER OR NOT
LESSOR MAY BE GUILTY OF ANY NEGLIGENT ACT OR OMISSION WHICH
RESULTED IN OR CONTRIBUTED TO THE COST, EXPENSE OR LIABILITY
AGAINST WHICH LESSEE IS OBLIGATED TO INDEMNIFY LESSOR
HEREUNDER. AND WHETHER OR NOT LESSOR'S LIABILITY IS IMPOSED BY
ANY STATUTORY OR COMMON-LAW THEORY OR STRICT LIABILITY.

Lessor owns minerals only. The surface estate is owned according to the records of Rio
Arriba County, New Mexico. Lessee agrees that to the extent legally required to do so,
Lessee shall make reasonable commercial efforts to obtain appropriate agreement with
surface owners prior to conducting operations. '

In the event Lessee conducts, or causes to be conducted, seismic operations, Lessee shall
furnish Lessor with a shot point map and one full scale (5 inches per second) paper record
of all seismic sections. Such sections shall contain processed data (including final normal
move-cut corrections, static corrections stacking, and any other deconvolution or
processing utilized by Lessee) of normal polarity, shall identify the traces by shot point,
and shall contain a label which includes general line details, recording and field data, &
spread diagram, processing information, and display parameters. If a migrated section is
available, then, in addition to the un-migrated section, Lessor shall be provided with a
copy of the migrated section which conforms to the requirements listed above. Each such
seismic section shall include all data within one mile beyond the exterior boundaries of
the leased premises if shot in that way. If such line shall run from (i) the leased premises,
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(ii) other lands for which Lessee owns a lease from Lessor, or (iii) any lands pooled
therewith onto other such lands, then Lessee shall furnish the entire length of such
connecting line. For 3-D seismic operations, Lessee shall furnish Lessor with both a final
post plot of the source and receiver positions and a final post plot of all 3-D bins over the
leased premises. Lessee shall furnish Lessor with a SEG-Y format tape (or comparable
format output) compatible with industry-available PC-based or workstation-based 3-D
interpretation packages, in a format acceptable to Lessor. The SEG-Y format output will
contain processed full record length, binned data of all 3-D data resulting from seismic
processing of acquired data which cover the leased premises and the area within one mile
of the boundaries of the leased premises. If more than one SEG-Y format output of the
processed 3-D binned data is generated by Lessee or by the contractor for Lessee, Lessee
shall furnish Lessor with that portion of that additional processed 3-D binned data which
covers the leased premises. Lessor shall have access to and the light to review and
examine all interpretations of seismic data utilized by Lessee in Lessee's development of
the leased premises. Lessee agrees to allow, for a period .not to exceed 15 business days,
a geoscientist representing Lessor to examine. Nothing in this provision shall be
interpreted as dictating if or which seismic operations, processing or i1iterpn~etatioxl are
conducted by Lessee nor which processes are utilized or reports generated. Any seismic
operations, if undertaken, shall be conducted at the sole discretion of Lessee.

Lessee commits to drill eight (8) wells on the lands covered and subject to this oil and gas
lease during the primary term (on or before April 2, 2009). Each will be drilled to a
depth and at a location of Lessee’s sole choice, except that one of the eight wells shall be
drilled to a depth of 8,500 feet beneath the surface or to the basement (granite),
whichever is shallower. Lessee may offset the commitment to drill up to three (3) wells
by shooting seismic of a type and at a location of its choosing. If seismic is shot, the
offset to the drilling obligation shall apply dollar for dollar by matching the amount spent
by Lessee for the seismic program(s) with Lessee’s good faith estimate er the completed
well costs for the three wells. If the seismic costs (including shooting, permits, surface
damages, processing, interpretation and related costs) exceed the estimate costs for the
three wells to be offset, no additional offset credit will be given. A maximum of three
wells may be offset. The only penalty for Lessor’s failure to drill the commitment wells
and/or shoot seismic shall be the termination of this oil and gas lease at the end of its
primary term as to all lands not theretofore earned by Lessee, and Lessee agrees to
promptly release of record to Lessor any and all rights to this oil and gas lease as to all
unearned lands. In the event of Lessee’s retention of earned lands due to partial
fulfillment of this drilling commitment, Lessee shall retain as to each well which it has
earned the applicable retained acreage specified in Paragraph 8 (i) through (iv), except
that any potential enlargement of the retained acreage shall be limited to that amount of
acreage required or prescribed in order to obtain maximum production, and not merely
permitted. If Lessee has drilled all but the last commitment well which it is obligated to
drill under this provision, and is conducting drilling operations on the last commitment
well, and if within thirty (30) days of the expiration of the primary term, Lessee
encounters impenetrable substances or other conditions beyond its control making further
drilling of said well impracticable by generally accepted industry standards, Lessee may,
at its option, commence drilling operations of a substitute well at a legal location on the
leased premises within sixty (60) days of drilling rig release from the abandoned well
(but in no event beyond June 2, 2009). If the substitute well is drilled in full compliance
with all of the terms and provisions of this paragraph, the substitute well shall be treated,
for all purposes, as the well for which it is substituted; and the time within which Lessee
is obligated to drill the commitment wells shall be extended for so long as such drilling
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) )
operations were conducted with reasonable diligence and in a good and workmanlike
manner until said substitute well is completed or plugged and abandoned.

If Lessee fulfills its drilling commitment as described in 16 above, Lessee may at its
election and option extend the primary term of this lease, or if after the primary term
delay the continuous development of this lease, for a period of one (1) year in exchange
for the payment of fifteen dollars ($15.00) per net mineral acre for the amount of acres to
be extended. This option may be exercised two (2) times, such that acreage could
eventually be extended for two (2) years in exchange for the payment of thirty dollars
($30.00) per net mineral acre.

Lessor and Lessee acknowledge and agree that this oil and gas lease replaces and
supersedes the following oil and gas leases previously entered into:

Oil and Gas Lease dated January 1, 2006, between Rowling, as Lessor, and Lynx, as
Lessee, covering 68,847.64 acres of land, more or less, situated in Rio Arriba County,
New Mexico, recorded in Book 529 at Page 2150 of the records of Rio Arriba County,
New Mexico; and '

Oil and Gas Lease dated April 1, 2006, between Rowling, as Lessor, and Lynx, as
Lessee, covering 21,401.00 acres of land, more or less, situated in Rio Arriba County,
New Mexico, recorded in Book 529 at Page 4585 of the records of Rio Arriba County,
New Mexico. .

Lessee agrees at its cost to promptly execute and record a release of the superseded leases
to further evidence that this lease has replaced and superseded such leases.

If this Lease now or hereafter covers separate tracts, no pooling, communization or
unitization of royalty interests as between or among any such separate tracts is intended
or shall be implied from the inclusion of such separate tracts within this lease, it being

intended to expressly negate any presumption that this lease creates a community lease.

As used in this paragraph, the words “separate tract” shall mean any tract with royalty or
non-executive interests or ownership differing, now or hereafter, either as to parties or
amounts, from that as to any other part of the leased premises. Further, the-execution
hereof shall not amount to an offer to any owner of an executive or non-executive interest
or royalty interest to effect such a pooling or communitization by execution or ratification

of this instrument. In the absence of pooling in accordance with the other provisions of:
this lease, royalties will be paid exclusively to the applicable royalty owners within the

individual well unit or spacing unit upon which a well is situated and from which a well
is situated and from which a well is producing, to the total exclusion of the royalty
owners of all other separate tracts covered by this lease.

With respect to the information which Lessee provides Lessor in accordance with the
provisions of paragraphs 3, 10 and 15 of this Addendum, Lessor agrees to keep
confidential all such information. This confidentiality provision shall not apply to (a) any
information of public record; (b) disclosures by Lessor to its agents, servants, employees
or attorneys provided such third parties agree in writing in advance to keep such
information confidential in accordance with this paragraph; (c) disclosure to proper
taxing authorities for purposes of determining the value of the properties for ad valorem
taxes or other taxes assessed by virtue of ownership of the minerals and/or royalties ; or
(d) if Lessor brings legal action for the enforcing of the provisions of this lease.

RIC ARRIBA
J.FRED VIGIL, COUNTY CLERK
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21. This instrument may be executed in multiple counterparts with each counterpart being
@ considered an original for all purposes herein and binding upon the party executing same
provided this instrument or a counterpart thereof is executed by all parties hereto, and the
signature and acknowledgment pages of the various counterparts hereto may be
combined into one instrument for the purposes of recording this insttument in the
property records of the County Clerk’s office.
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Attached to and made a part of that certain Oil & Gas Lease dated February 27/th 2007 by and between Robert B.

Rowling, et al. as Lessor and Lynx Production Company, Inc., as Lessee.

EXHIBIT “A”

90,357.544 acres, more or less, comprised as Block 1 containing 68,956.544 acres and Block 2
comprising 21,401 acres.

BLOCK 1: 68, 956.544 acres, more or less, described as Tracts A, B, C, D, and E below.

The following lands, which are all a part of the Tierra Amaritla Grant, also known as private land claim
number three, in a Patent issued to Francisco Mactinez on February 21, 1881, which Patent was recorded
in the Office of the County Clerk of Rio Arriba County, New Mexico in Book [5-A, pages 102 ef seq.,
which premises ace also depicted on a Map by Kenneth A. Heron, Engineer, recorded in the Office of the
County Clerk of Rio Arriba Couaty, New Mexico in Book A-89, page 61: ’

A portion of the mineral estate described in a Deed from Arlington Land Company to Mosota Land
Company recorded in the Office of the County Clerk of Rio Arriba County, New Mexico on March 31,
1914 in Book 19-A, page 556, as follows: .

H The Frank Luna Tract containing 2490.7 acres, more ot less;

2 The Lucas Martinez Tract containing 1175.8 acres, more or less, as described in 2 Deed
from Arlington Land Company to Lucas Martinez recorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on Janugry 10, 1915 in Book 20-A, page 144;

3) The A.V. Valdez Tract containing 2188 acres, more or less, as described in a Deed from
Arlington Land Company to Antonio V. Valdez, recorded in the Office of the County Clerk of
Rio Armiba County, New Mexico on February 24, 1913 in Book 20-A, page 38;

) The Valdez Brothers Tract containing 3246.6 acres, more or less, as described in a Deed
from Arlington Land Company to Victor and Gregorita Valdez recorded in the Office of the
County Clerk of Rio Artiba County, New Mexico on February 24, 1913 in Book 19-A, page 693;
and

%) The Espiridion Martinez Tract containing 3221.4 acres, more or less, as described in a
Decd from Arlington Land Company to Espiridion Martinez recorded in the Office of the County .
Clerk of Rio Arriba County, New Mexico on February 24, 1913 in Book 19-A, page 685.

EXCE[’T;ING AND EXCLUDING THE FOLLOWING LANDS FROM THE VALDES
BROTHERS TRACT (PART OF TRACT A):
(a) 63.926 acres as described in a Warranty Deed from Leroy V. and Liz M. Hieronymus to
Guillermo Pilar and Lynn T. Landmesser, recorded in the Office of the County Clerk of Rio
Arriba County, New Mexico on September 18, 1986 in Book 155, page 4; and
. ¢ el
(b) 540.97 acres as described in a Warranty'Deed from Jose Ramon Garcia to Palma Loppacher,
recorded in the Office of the County Clerk of Rio Armriba County, New Mexico on April 1, 1994
it Book 178, page 566.

Tract B:

' A portion of the mineral estate described in é Warranty Deed from Arlingtén Land Company to Mosota
o Land Company recorded in the Office of the County Clerk of Rio Arriba County, New Mexico on August
) 25, 1914 in Book 20-A, page 68,.as follows:



n The Penn Building Company Tract containing 2988 acres, more or less;

(2) The Wm. Kinderman Tract containing 4528 acres, more or less, SUBJECT TO a Quit
Claim Deed from Andryck Corporation to Kar] Bruesselbach recorded in the Office of the County
Clerk of Rio Arriba County, New Mexico on September 26, 1946 in Book 30, page 552, which
conveys an undivided one-half (V2) mineral interest in and to 4,345 acres; and

3) The Cip. Salazar Tract containing 1502 acres, more or less, as described in a Deed from
Arlington Land Company to Cipriano Salazar, recorded in the Office of the County Clerk of Rio
Arriba County, New Mexico on April 15, 1919 in Book 21-A, page 304.

EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM THE PENN BUILDING
COMPANY TRACT (PART OF TRACT B):

(a) Lot 29B, Laguna Vista S/D, Unit 1, as described in a Warranty Deed from Lisa
Ledwidge, Trustee, to Patrick J. Bymes and Carol Anne Bymes, recorded in the Office of the
County Clerk of Rio Arriba County, New Mexico on February 20, 2001 in Book 331, page 737,
containing 2.0 acres;

(b) Lot 12 as described in a Warranty Deed from Glen H. Livermore and Helen M.
Livermore, and Ross E. Livermore, to Scott E. Slezak and Carla A. Slezak, recorded in the Office
of the County Clerk of Rio Arriba County, New Mexico on January 4, 1999 in Book 235, page
197; and

Lot 13 and 14 as described in a Warranty Deed from Glen H. Livermore and Helen M.
Livermore, and Ross E. Livermore, to Scott E. Slezak and Carla A. Slezak, recorded in the Office
of the County Clerk of Rio Arriba County, New Mexico on January 30, 1998 in Book 196, page
163,

collectively containing 6.0 acres;

(©) Lot 94, Laguna Vista S/D, Unit 1, as described in a Warranty Deed from Debora J.
Hamberg to Edward L. Tremba and Rosemary Ney Tremba, recorded in the Office of the County
Clerk of Rio Arriba County, New Mexico on August 13, 1981 in Book 141, page 663, containing
2.0 acres;

(@ 1.928 acres as described in a Release and Quitclaim from the Trustees under the will of
John E. Andrus to David J.” Alderete, recorded in the Office of the County Clerk of Rio Arriba
County, New Mexico on May 1, 2002 in Book 391, page 37,

(e) Tract A and Tract B as described in a Warranty Deed from The Woodaman Family Trust
to Dean R. Danielsen, recorded in the Office of the County Clerk of Rio Arriba County, New
Mexico on June 23, 1998 in Book 198, page 146, containing 3.973 acres;

()] 1.17 acres as described in a Release and Quitclaim from the Trustees under the will of
John E. Andrus to Warren D. Smalley and Joyce Smalley-McDonagy, Trustees, recorded in the
Office of the County Clerk of Rio Arriba County, New Mexico on September 6, 2002 in Book
167, page 191;

RIO ARRIEBA
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(g) Lot 65, Laguna Vista S/D, Unit 1, as described in a Warranty Deed from Rex A. Shroyer
and Edna F. Shroyer to , recorded in the Office of the County Clerk of Rio Arriba
County, New Mexico on July 2, 1992 in Book 171, page 95, containing 5.20 acres;

(h) Lot 66, Laguna Vista S/D, Unit 1, as described in a Warranty Deed from Herman C.
Bohnhoff and Lois M. Bohnhoff to , tecorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on October 13, 1988 in Book 160, page 463, containing 4.64
acres; : :

@) 1.927 acres as described in a Warranty Deed from Richard D. Lueck and Susan E. Lueck
to Richard D. Lueck and Susan E. Lueck, Co-Trustees, recorded in the Office of the County Clerk
of Rio Arriba County, New Mexico on June 16, 1998 in Book 198, page 44,

)] 1.961 actes as described in a Warranty Deed from Max L. Smith and Mary C. Swith, and
Melvin R. Hayes and Bernyle M. Hayes, to Cecil F. Stark, Jr. and Mary R. Stark, recorded in the
Office of the County Clerk of Rio Arriba County, New Mexico on June 4, 1992 in Book 170,
page 721;

(k) 51.27 acres as described in a2 Warranty Deed from Rex A. Shroyer and Edna F. Shroyer,
Trustees, to Jorge A. Valle and Martha L. Valle, recorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on January 10, 2000 in Book 301, page 438;

0] A ftract of land as described in a Warranty Deed from Rex A. Shroyer and Edna F.
Shroyer, Trustees, to Charles A. Slocomb and Constance D. Slocomb, recorded in the Office of
the County Clerk, Rio Arriba County of New Mexico on May 31, 2002 in Book 395, page 425;
and )

Pond Tract 5 as described in a Warranty Deed from Mary Ann Wightman to Charles A.
Slocomb and Constance D. Slocomb, recorded in the Office of the County Clerk of Rio Arriba
County, New Mexico on April 6, 1999 in Book 241, page 950,

Collectively containing 15.0 acres;

(m)  Tract 1.2-A as described in a Warranty Deed from Patsy P. Hughes to Donald D, Cobb
and Constance M. Cobb, recorded in the Office of the County Clerk of Rio Arriba County, New
Mexico on November 16, 1992 in Book 172, page 463, containing 2,60 acres;

(n) Tract 12-B as described in a Warranty Deed from Charles A. Slocomb and Constance D.
Slocomb to Donald D. Cobb and Constance M. Cobb, recorded in the Office of the County Clerk
of Rio Arriba County, New Mexico on January 12, 2000 in Book 301, page 577, containing 2.29
acres;

(0) 2.476 acres as described in a Warranty Deed from Max L. Smith and Mary C. Smith, and
Melvin R. and Bemyle M. Hayes, to Gene D. Bowling and Marjorie A. Bowling, recorded in the
Office of the County Clerk of Rio Arriba County, New Mexico on May 14, 1990 in Book 164,
page 579;

) 2.025 acres as described in a Wamranty Deed from Kenneth R. Baker and Patricia C.
Baker to Marvin S. Canter and Melissa Faye Canter, recorded in the Office of the County Clerk
of Rio Arriba County, New Mexico on April 4, 2000 in Book 307, page 544; and
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EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM THE WM. KINDERMAN
TRACT (PART OF TRACT B):

(@ 947.70 acres, being part of the lands described in a Warranty Deed from the Trustees
under the will of John E. Andrus to Commercial Holding Company and Unser, LLC, recorded in
the Office of the County Clerk of Rio Arriba County, New Mexico on October 4, 2004 in Book
517, page 472.

EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM THE CIP. SALAZAR
TRACT (PART OF TRACT B):

(r) 915.87 acres, being part of the lands described in a Warranty Deed from the Trustees
under the will of John E. Andrus to Commercial Holding Company and Unser, LLC, recorded in
the Office of the County Clerk of Rio Arriba County, New Mexico on October 4, 2004 in Book
517, page 472. ,

Tract C:

The mineral estate described in (i) a Deed from Arlington Land Company to Mosota Land Company
recorded in the Office of the County Clerk of Rio Arriba County, New Mexico in Book 22-A, page 001,
(i) a Quitclaim Deed from Andryck Corporation to The Penn Building Company recorded the Office of
the County Clerk of Rio Arriba County, New Mexico on June 11, 1947 in Book 34, page 316; (iii) a
Mineral Rights Deed from the Penn Building Company to the Trustees under the will of John E. Andrus
recorded in the Office of the County Clerk of Rio Arriba County, New Mexico in Book 7, page 431; and
(iv) a Final Decree in Case No. 4774 in the District Court of Rio Arriba County, New Mexico recorded in
Book 34, page 475, as follows:

Lot 6, Nutrias Valley Tract, containing approximately 48,686.31 acres, more or less;

SUBJECT TO an Assignment of Royalties from The Penn Building Company, ef. al:; to Raymond Spill,
et. al., recorded in the Office of the County Clerk of Rio Amba County, New Mexico, on August 6, 1956

in Book 28, page 354,
EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM TRACT C:

(a) Lots 24, 25 and 26 Talavera S/D, Unit 1, recorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on November 23, 1968 in Book of Plats, page 389, containing
18.60 acres; and

(b) 96.54 acres as described in a Mineral Deed from the Trustees under the will of John E.
Andrus to the United States of America, recorded in the Office of the County Clerk of Rio Arriba
County, New Mexico on January 13, 1958 in Book 32, page 491.

Tract D:

The mineral estate in the land known as the W.D. Chiles Tract containing 653 acres, more or less, as
described in a Warranty Deed from The Penn Building Company to W. D. Chiles, recorded in the Office
of the County Clerk of Rio Arriba County, New Mexico on April 1, 1937 in Book 23-A, page 606.
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The oil and gas mineral interest only in the El Vado Lake State Park tract containing 966.8 acres, more or

less, as reserved in A Quit Claim Deed from Mosota Land Company to the Middle Rio Grande -

Conservancy District, recorded in the Office of the County Clerk of Rio Arriba County, New Mexico on
December 26, 1930 in Book 25, page 169.

THE FOREGOING TRACTS, LESS THE EXCLUDED LANDS, CONTAIN 68,956.544 GROSS
ACRES, MORE OR LESS.

IBLOCK 2: 21,401 acres, more or less, described as below.

{All of the Mineral Estate as described in Deed 19-A, page 556, and a portion of the Mineral Estate as
.described in Deed 19-A, page 428; which are all a part of the Tierra Amarilla Grant also known as private
land claim number three, patent issued to Francisco Martinez on February 21, 1881, which patent was
recorded in the Office of the County Clerk, Rio Arriba County, New Mexico, Book 15-A at pages 102 et
seq., and which premises are also depicted on the Map by Kenneth A. Heron, Engineer and recorded in
the Office of the County Clerk, Rio Armriba County, New Mexico in Book A-89, page 61-62 as the
following tracts:

As covered in Deed 19-A, page 556:

G-1: The Geo. Becker Tracts containing 7991 acres, more or less, as described in Deed from the
Arlington Land Company to George Becker, dated December 27, 1917 and recorded in the Office of
the County Clerk, Rio Arriba County, New Mexico, on February 04, 1918 in Book 20-A, page 655.

G-2: The Espiridon Martinez Tract containing 3221.4 acres, more or less, as described in Deed from
the Arlington Land Company to Espiridon Martinez recorded in the Office of the County Clerk, Rio
Arriba County, New Mexico, on February 24, 1913 in Book 19-A, page 685.

G-3: The Frank Luna Tract containing 2490.7 acres more or less, as described in Deed from the
Arlington Land Company to Francisco D. Luna, Jr., dated March 17, 1913 and recorded in the Office
of the County Clerk, Rio Arriba_ County, New Mexico, on July 22, 1914 in Book 20-A, page 4-7.

G-4: The Lucas Martinez Tract containing 1176.8 acres more or less, as described in Deed from the '

Arlington Land Company to Lucas Martinez recorded in the Office of the County Clerk, Rio Arriba
County, New Mexico, on January 10, 1915 in Book 20-A, page 144,

G-5: The A.V. Valdez Tract containing 2188 acres more or less as described in Deed from the
Arlington Land Company to Antonio V. Valdez, recorded in the Office of the County Clerk, Rio
Arriba County, New Mexico, on February 24, 1913 in Book 20-A, page 38. ' '

G-6: The V aldez Brothers Tract containing 3246.6 acres more or less, as described in Deed from the .

~ Arlington Land Company to Victor and Gregorita Valdez recorded in the Office of the County Clerk,
‘Rio Arriba County, New Mexico, on February 24 1913 in Book 19-A, page 693.

G-7: Gom. Salazar Tract, containing 1181 acres more or less, as described in Deed from the
Arlington Land Company to Kenneth A. Heron dated July 1, 1918, and recorded in the Office of the
County Clerk, Rio Arriba County, New Mexico, on September 19, 1918 in Book 21-A, page 148-150.

G-8: Ulibarri No. [ Tract containing 10,376 acres more or less, as described in Deed from the
Arlington Land Company to Istnael Ulibarri & Bros., dated December 18, 1912 and recorded in the
Office of the County Clerk, Rio Arriba County, New Mexico, on August 3, 1914 in Book 20-A, page
19-23.

G-9: Ismael Ulibarri, No. 2 Tracf containing 3649 acres more or less, as described in Deed from the
Arlington Land Company to Ismael Ulibarri & Bros., dated April 14, 1916 and recorded in the Office
of the County Clerk, Rio Arriba County, New Mexico, on July 22, 1916 in Book 20-A, page 323-326.
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G-10: M.D. Esquibel Tract containing 5545 acres more or less, as described in Deed from the
Arlington Land Company to Manuel D. Esquibel and Antonio J. Esquibel, dated January 2, 1913 and

° recorded in the Office of the County Clerk, Rio Arriba County, New Mexico, on July 23, 1914 in
Book 20-A, page 11-14.

As covered in Deed 19-A, page 556 and Deed 19-A, page 428:

G-11: Everett G. Clark Tract containing 9544 acres, more or less, a described in Deed from the
Arlington Land Company to James F. Hutchinson, dated April 2, 1917 and recorded in the Office of
the County Clerk, Rio Arriba County, New Mexico, on May 30, 1917 in Book 20-A, page 477-480.

EXCEPTING AND EXCLUDING, HOWEVER, FROM THE ABOVE-DESCRIBED PROPERTY,
THE FOLLOWING TRACTS.

E-1: The Geo. Becker Tracts containing 7991 acres, more or less, as described in Deed from the
Arlington Land Company to George Becker, dated December 27, 1917 and recorded in the Office of
the County Clerk, Rio Arriba County, New Mexico, on February 04, 1918 in Book 20-A, page 655.
(Same land as Tract G-1.)

E-2: The Frank Luna Tract containing 2490.7 acres more or less, as described in Deed from the
Arlington Land Company to Francisco D. Luna, Jr., dated March 17, 1913 and recorded in the Office
of the County Clerk, Rio Arriba County, New Mexico, on July 22, 1914 in Book 20-A, page 4-7.
(Same land as Tract G-3.) '

E-3: The Lucas Martinez Tract containing 1176.8 acres more or less as described in Deed from the
Arlington Land Company to Lucas Martinez recorded in the Office of the County Clerk, Rio Arriba
’ County, New Mexico, on January 10, 1915 in Book 20-A, page 144. (Same land as Tract G-4.)

E-4: The A.V. Valdez Tract containing 2188 acres more or less as described in Deed from the
Arlington Land Company to Antonio V. Valdez, recorded in the Office of the County Clerk, Rio
Arriba County, New Mexico, on February 24, 1913 in Book 20-A, page 38. (Same land as Tract G-
5)

E-5: The Valdez Brothers Tract containing 3246.6 acres more or less, as described in Deed from the
Arlington Land Company to Victor and Gregorita Valdez recorded in the Office of the County Clerk,
Rio Arriba County, New Mexico, on February 24, 1913 in Book 19-A, page 693. (Same land as
Tract G-6.)

E-6: The Espiridion Martinez Tract containing 3221.4 acres as described in Deed from the Arlington
Land Company to Espiridon Martinez recorded in the Office of the County Clerk, Rio Arriba County,
New Mexico, on February 24, 1913 in Book 19-A, page 685. (Same land as Tract G-2.)

E-7: 63.93 acres, more or less, as described in Warranty Deed from Leroy V. and Liz M. Hieronymus
to Guillermo Pilar and Lynn T. Landmesser, recorded in the Office of the County Clerk, Rio Arriba
County, New Mexico, on September 18, 1986 in Book 155, page 4-5. (Located wholly within Tract
E-5)

E-8: 540.97 acres, more or less as described in Warranty Deed from Jose Ramon Garcia to Palina
, Loppacher, recorded in the Office of the County Clerk, Rio Arriba County, New Mexico, on April 1,
L 1994 in Book 178, page 566-568. (426.97 acres are located within Tract E-5, and 114 acres

° comprise part of Tract G-7.)
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E-9: 1054.39 acres, more or less, as described in Warranty Deed recorded in the Office of the County

Clerk, Rio Arriba County, New Mexico, on November 29, 1983, in Book 147, page 393 and as

shown as Tract entitled Gregorio F. Garcia on the Plat of Survey for the heirs of Jose Antonio Garcia
Y Piedad R. Garcia recorded in the Office of the County Clerk, Rio Arriba County, New Mexico on’
June 21, 1984 in Book F-99, page 1405 as Document # 28029. (351.46 acres are located within

Tract -5, and 702.93 acres comprise parts of Tracts G-7 and G-8.)

E-10: 1054.38 acres, more or less, as shown as Tract entitled Lourdes G. Maestas on the Plat of
Survey for the heirs of Jose Antonio Garcia Y Piedad R. Garcia recorded in the Office of the County
Clerk, Rio Arriba County, New Mexico on June 21, 1984 in Book F-99, page 1405 as Document #
28029. (Comprising parts of Tracts G-7 and G-8.)

E-11: 1205.65 acres, more or less, as described in Warranty Deed tecorded in the Office of the
County Clerk, Rio Arriba County, New Mexico, on November 19, 1993, in Book 172, page 503-504
and as shown as Tracts entitled Adan Garcia on the Plat of Survey for the heirs of Jose Antonio
Garcia Y Piedad R. Garcia recorded in the Office of the County Clerk, Rio Arriba County, New
Mexico on June 21, 1984 in Book F-99, page 1405 as Document # 28029. (Comprising parts of
Tracts G-7, G-8, and G-9.)

E-12: 1700.30 acres, more or less, as described in Warranty Deed recorded in the Office of the
County Clerk, Rio Arriba County, New Mexico, on June September 6, 1990, in Book 165, page 444-
445 and as shown as Tracts entitled Manuel R. Garcia on the Plat of Survey for the heirs of Jose
Antonio Garcia Y Piedad R. Garcia recorded in the Office of the County Clerk, Rio Arriba County,
New Mexico on June 21, 1984 in Book F-99, page 1405 as Document # 28029. (Compr ising parts of
Tracts G-7, G-8, andG9)

E-13: A certain parcel identified as “RANCH TRACT 1870.56 ACRES", as shown on plat entitled
“SURVEY FOR RAYMOND A. AND MARY DIANNE WHITMIRE...", filed in the Office of the
County Clerk, Rio Arriba County, New Mexico, on September 25, 1995, in Plat Book O-655, page
3765, as Document No. 120985. (Comprising parts of Tracts G-8 and G-9.)

E-14: A certain parcel identified as “STONE HOUSE TRACT 17.81 ACRES”, as shown on plat
entitted “AMENDED PLAT OF LOT LINE ADJUSTMENT BETWEEEN WENDELL W.
HENNIGH AND S.AM. CO., L.L.C. DBA RED RABBIT RANCH...” filed in the Office of the
County Clerk, Rio Arriba County, New Mexico, on October 24, 2001in Plat Book W-143, page 7476,
as Document No. 216879, (Comprising part of Tract G-8.)

E-15: 3.72 acres, more or less, identified as “Creek Tract”, as shown on plat filed in the Office of the
County Clerk, Rio Arriba County, New Mexico, on January 29, 1997, in Plat Book P-135, page 3676.
(Comprising part of Tract G-8.)

E-16: 13.57 acres, more or less, identified as “West Tract”, as shown on plat filed in the Office of the
County Clerk, Rio Arriba County, New Mexico, on October 24, 2001, in Plat Book W-143, page ,
page 1476. (Comprising part of Tract G-8.)

E-17: 57.89 acres, more or less, and 3.27 acres, more or less, as described in Warranty Deed recorded
in Book 146, page 150 and Quitclaim Deed recorded in Book 146, page 152. (Cowmprising part of
Tract G-8.)

E-18: 151.57 acres, more or less, as described in Deed from the Louis C. Cranord and Elizabeth
I. Crawford to The T & B Crawford Family Limited Partnership, dated June 23, 2000 and recorded in
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the Office of the County Clerk, Rio Arriba County, New Mexico, on May 11, 2001 in Book 340, page
251-253. (Comprising part of Tract G-11.)

E-19: 1998.35 acres, more or less, as described in Release and Quitclaim from the John E. Andrus
Trust to Vaughn A. Johnson and Karen C. Johnson, dated April 29, 2002 and recorded in the Office
of the County Clerk, Rio Arriba County, New Mexico, on May 1, 2002 in Book 391, page 25-30.
(Comprising part of Tract G-11.)
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ASSIGNMENT OF OIL AND GAS LEASE

This Assignment of Oil and Gas Lease (the "Assignment") is from LYNX PRODUCTION
COMPANY, INC., a Texas corporation, whose address is 2100 Ross Avenue, Suite 860, LB No.
52, Dallas, Texas 75201 (referred to as "Assignor") to APPROACH OIL & GAS INC,, a Delaware
corporation, whose address is 6300 Ridglea Place, Suite 1107, Fort Worth, Texas 76116-5737
(referred to as "Assignee").

For adequate consideration the receipt of which is acknowledged, Assignor, subject to the
terms and provisions herein contained as well as the reservation herein after set forth, does hereby
grant, sell, assign and convey, unto Assignee, its successors and assigns, the Oil and Gas Lease
identified on Exhibit "A" attached to and made a part hereof and the lands covered by the Lease as
described on Exhibit "A" (such Oil and Gas Lease being referred to as the "Lease" and the lands
covered by the Lease being referred to as the "Lands"). For purposes of this Assignment the Lease
and the Lands sold and conveyed by Assignor to Assignee as contemplated in this Assignment
hereinafter jointly arce referred to as the "Assigned Interests”.

This Assignment and the Assigned Interests are further made expressly subject to the
following:

1. The sixteen and twenty five one-hundredths percent (16.25%) royalty interest as provided
in the Lease and to all of the terms, conditions, provisions and obligations set forth in the Lease.

2. Assignor wz;{l'rants that the Assigned Interests are assigned to Assignee free and clear of all
liens, security interests and other such encumbrances created by, through and under Assignor, but
not otherwise. EXCEPT AS PROVIDED IN THE PRECEDING SENTENCE, THIS
ASSIGNMENT IS WITHOUT WARRANTY, EXPRESS, IMPLIED, OR STATUTORY,
WHATSOEVER.

3. Assignor hereby excepts and reserves unto itself, its successors and assigns, as an
overriding royally interest, three and seventy five one-hundredths percent (3.75%) of all the oil, gas
and other hydrocarbons and / or substances covered by the Lease which are produced from or
attributable to the Lease and the Lands. The overriding royalty shall be charged with and shall bear
its proportionate part of the gross production, pipeline, severance, windfall profit and all other taxes
which may be levied or assessed against or with respect to oil, gas, casinghead gas and liquid
hydrocarbons produced from or attributable to the Lands, regardless of whether such taxes are
initially paid by Assignor or are paid by or caused to be paid by parties conducting operations for
the production of oil and gas, purchasers of such production or others. In addition, Assignor shall
pay all ad valorem taxes assessed against the overriding royalty interests herein reserved. The
overriding royalty reserved hereunder shall be computed after deducting from oil and gas
production attributable to the Lands, or the market value thereof, (1) hydrocarbons that are lost,
flared, used in operations on the Lands or lands pooled or unitized with the Lands (including, but
not limited to, drilling, recycling, gas lifting and production), or used to transport, separate,
dehydrate, condition, process or render such production merchantable and (ii) the costs of




transporting oil, gas, casinghead gas and liquid hydrocarbons and/or rendering it merchantable,
including, but not limited to, the costs of treating, conditioning, dehydrating, transporting,
separating, compressing and processing the hydrocarbons.

The following provisions apply to Assignor's overriding royalty interest:

(a) Proportionate Reduction: In the event the Lease covers interests in the Lands
which are less than the entire mineral fee or if Assignor owns less than 100% of the leasehold
interest in and to the Lease, then Assignor's overriding royalty interest will be proportionately
reduced.

(b) Pooling: Assignor's overriding royalty will be subject to pooling and unitization on
the same terms as the landowner's royalty reserved in the Lease.

(¢) Extensions and Renewals: Assignor's overriding royalty will apply to any and all
rencwals or extensions of the Lease, in whole or in part, which are acquired during the term of the
Lease and/or within two (2) years after expiration of the Lease, or any portion or portions of the
Lease. ’

4. Assignee expressly assumes and agrees to perform at Assignee's sole expense all of
Assignor’s obligations arising or accruing after the date of this Assignment which relate to the
ownership and / oroperation of the Assigned Interests and are contained in or covered by the
Lease, including but not limited to the timely plugging and abandoning in accordance with all
applicable regulatory and contractual requirements of all wells drilled by or on behalf of Assignee
upon the Lease and the Lands.

5. In conducting or causing to be conducted any operations or activities upon the Lease and
the Lands, Assignee agrees to comply with, and to cause Assignee’s contractors and subcontractors
to comply with, all. laws, ordinances, rules and regulations, federal, state and municipal, as
applicable, with respect to such operations and activities.

6. Assignee hereby agrees and legally obligates itself to indemnify and defend Assignor from
and against any and all liabilities, liens, demands, judgments, suits and claims of any kind or
character, including all costs and expenses associated therewith, arising out of, in connection with
or resulting from the ownership and / or operation of the Assigned Interests, including but not
limited to all claims for environmental conditions, which arise or are initially asserted subsequent
to the date of this Assignment.

7. Assignee acknowledges that it is experienced and actively engaged in the oil and gas
business. Assignec has relied exclusively upon its own expertise and the expertise of its
employees, agents and consultants in evaluating the oil and gas potential of the Leases and the
Lands, and in deciding to enter into the transaction evidenced by this Assignment. In so doing,
Assignee is not relying upon any information or data furnished by Assignor or any third parties
associated with Assignor, past or present, or upon any stalements or representations made by
Assignor or anyone representing or associated with Assignor. RIO ARRIBA
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The terms, covenants and conditions hereof shall be binding upon and shall inure to the
benefit of Assignor and Assignee and their respective successors and assigns; and such terms,
covenants and conditions shall be covenants running with the Assigned Interests, and with each
subsequent transfer or assignment thereof.

This Assignment may be executed in counterparts, each of which shall be deemed an
original and all of which taken together shall be deemed one original instrument provided this

Assignment, or a counterpart hereof, is signed by Assignor and Assignee.

This Assignment is executed by Assignor on and to be effective as of the date indicated in
its acknowledgment included herewith.

ASSIGNOR: LYNX PRODUCTION COMPANY, INC.

By:

"k

Robert S. Craine
President

ASSIGNEE: APPROACH OIL & GAS INC.

By: /? L
J. Ross Ctaft
President
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STATE OF TEXAS
COUNTY OF DALLAS

This instrument was acknowledged before me thls’“’ff day of March, 2007, by Robert S.
Craine, President of Lynx Production Company, Inc., a corporation.

( =‘ MY COMMISSION EXPIRES
% """ March 12,2010

«Ma STEVEN C. HAWORTH

E

STATE OF TEXAS
COUNTY OF TARRANT

St vl fhz et B

Notary Public
State of Texas

| A
This instrument was acknowledged before me this (0" day of March, 2007, by J. Ross

Craft, President of Approach Oil & Gas Inc., a corporation.

‘umm,,

- '.‘,’

iy,

!
\5
I

¢"

rh y: %, PAM M. WILSON

3 ‘% Notary Pubfic, State of Texas
-\ My Commlssson Expires
,,,“a'hﬁ‘\\ September 17, 2007

RN

Notary Public
State of Texas
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ATTACHED TO AND MADE A PART OF THAT CERTAIN ASSIGNMENT OF OIL AND
GAS LEASE DATED MARCH 7, 2007, BY AND BETWEEN LYNX PRODUCTION
COMPANY, INC., AS ASSIGNOR, AND APPROACH OIL & GAS INC., AS ASSIGNEE

Oil and Gas Lease dated February 27, 2007, between Robert B, Rowling, William C. Dunlap,
Thomas Hassen, Minerva Partners, Ltd., a Texas limited partnership, Recklaw Ventures, Ltd., and
Michael T. Popejoy, as Lessor, and Lynx Production Company, Inc., as Lessee, covering
90,357.544 acres of land, more or less, out of the Tierra Amarilla Grant, Rio Arriba County, New
Mexico, described as follows:

PART 1

The following lands, which are all a part ol the Tierra Amarilla Grant, also known as private land claim
number three, in a Patent issued to Francisco Martinez on February 21, 1881, which Patent was recorded in
the Office of the County Clerk of Rio Arriba Countly, New Mexico in Book 15-A, pages 102 et seq., which
premiscs are also depicted on a Map by Kenneth A. Heron, Engineer, recorded in the Oftice of the County
Clerk of Rio Arriba County, New Mexico in Book A-89, page 61: A

Tract A:

A portion of the mineral cstate described in a Dced from Arlington Land Company to Mosota Land
Company recorded in the Oftice of the County Clerk of Rio Arriba County, New Mexico on March 31, 1914
in Book 19-A, page 556, as follows:

(D The Frank Luna Tract containing 2490.7 acres, more or less;

(2) The Lucas Martinez Tract containing 1175.8 acres, more or less, as described in a Decd
from Arlington Land Company to Lucas Martincz recorded in the Office of the County Clerk of Rio
Arriba County, New Mexico on January 10, 1915 in Book 20-A, page 144;

3) The A.V. Valdez Tract containing 2188 acres, more or less, as described in a Deed from
Arlington Land Company lo Antonio V. Valdez, rccorded in the Office of the County Clerk of Rio
Arriba County, New Mexico on February 24, 1913 in Book 20-A, page 38;

(€))] The Valdez Brothers Tract containing 3246.6 acres, more or less, as described in a Dced
from Arlington Land Company to Victor and Gregorita Valdez recorded in the Office of the County
Clerk of Rio Arriba County, New Mexico on February 24, 1913 in Book 19-A, page 693; and

) The Espiridion Martinez Tract containing 3221.4 acres, morc or less, as described in a Decd
from Arlington Land Company to Espiridion Martinez recorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on February 24, 1913 in Book 19-A, page 685.

EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM THE VALDES BROTHERS
@ TRACT (PART OF TRACT A):
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(a) 63.926 acres as described in a Warranty Deed from Leroy V. and Liz M. Hicronymus to
Guillermo Pilar and Lynn T. Landmesscr, reccorded in the Office of the County Clerk of Rio Arriba
County, New Mexico on September 18, 1986 in Book 155, page 4; and

(b) 540.97 acres as described in a Warranty Deed [rom Jose Ramon Garcia to Palma Loppacher,
recorded in the Office of the County Clerk of Rio Arriba County, New Mexico an April 1, 1994 in
Book 178, page 566.

Tract B:

A portion of the mineral estate described in a Warranty Deed from Arlington Land Company o Mosota
Land Company rccorded in the Office of the County Clerk of Rio Arriba County, New Mexico on Augusl
25, 1914 in Book 20-A, pagce 68, as follows:

o)) The Penn Building Company Tract containing 2988 acres, more or less;

(2) The Wn. Kinderman Tract containing 4528 acres, more or less, SUBJECT TO a Quit Claim
Deed from Andryck Corporation to Karl Bruesselbach recorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on September 26, 1946 in Book 30, page 552, which conveys an
undivided one-half (V2) mineral interest in and to 4,345 acres; and

(3) The Cip. Salazar Tract containing 1502 acres, more or less, as described in a Deed from
Arlinglon Land Company to Cipriano Salazar, recorded in the Office of the County Clerk of Rio
Arriba County, New Mexico on April 15, 1919 in Book 21-A, page 304.

EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM THE PENN BUILDING
COMPANY TRACT (PART O TRACT B):

(a) Lot 29B, Laguna Vista S/D, Unit 1, as described in a Warranty Deed from Lisa Ledwidge,
Trustee, to Patrick J. Byrnes and Carol Anne Byrnes, recorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on February 20, 2001 in Book 331, page 737, containing 2.0 acres;.

(b) Lot 12 as described in a Warranty Deed from Glen H. Livermore and Helen M. Livermore,
and Ross E. Livermore, to Scott E. Slezak and Carla A. Slezak, recorded in the Office of the County
Clerk of Rio Arriba County, New Mexico on January 4, 1999 in Book 235, page 197; and

Lot 13 and 14 as described in a Warranty Dced from Glen H. Livermore and Helen M.
Livermore, énd Ross E. Livermore, to Scott E. Slezak and Carla A. Slezak, recorded in the Olflice of
the County Clerk of Rio Arriba County, New Mexico on January 30, 1998 in Book 196, page 163,

colléctively containing 6.0 acrcs;

(©) Lot 94, Laguna Vista §/D, Unit 1, as described in a Warranly Deed {rom Debora J.
Hamberg to Edward L. Tremba and Rosemary Ney Tremba, recorded in the Office of the County
Clerk of Rio Arriba County, New Mexico on August 13, 1981 in Book 141, page 663, containing
2.0 acres;

(d) 1.928 acres as described in a Release and Quilclaim from the Trustees under the will of
John E. Andrus to David J. Alderete, recorded in the Oflice of the County Clerk of Rio Arriba
County, New Mexico on May 1, 2002 in Book 391, page 37;
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(e) Tract A and Tract B as described in a Warranty Deed from The Woodaman Family Trust to
Dean R. Daniclscn, recorded in the Office of the County Clerk of Rio Arriba County, New Mexico
on June 23, 1998 in Book 198, page 146, containing 3.973 acres;

(H 1.17 acrcs as described in a Release and Quitclaim from the Trustees under the will of John
E. Andrus to Warren D. Smalley and Joyce Smalley-McDonagy, Trustees, recorded in the Olfice of
the County Clerk of Rio Arriba County, New Mexico on September 6, 2002 in Book 167, page 191;

(g) Lot 65, Laguna Vista S/D, Unit 1, as described in a Warranty Deed from Rex A. Shroyer
and Edna F. Shroyer to , recorded in the Office ol the County Clerk of Ric Arriba
County, New Mexico on July 2, 1992 in Book 171, page 95, containing 5.20 acres;

(h) Lot 66, Laguna Vista §/D, Unit 1, as described in a Warranty Deed [rom Herman C.
Bohnhoff and Lois M. Bohnhoff to , recorded in the Office of the County Clerk of Rio
Arriba County, New Mexico on October 13, 1988 in Book 160, page 463, containing 4.64 acres;

() 1.927 acres as described in a Warranty Deed from Richard D, Lueck and Susan E. Lucck to
Richard D. Lueck and Susan E. Lueck, Co-Trustees, recorded in the Office of the County Clerk of
Rio Arriba County, New Mexico on June 16, 1998 in Book 198, pagc 44;

() 1.961 acres as described in a Warranty Deed [rom Max L. Smith and Mary C. Smith, and
Melvin R. Hayes and Bernylc M. Hayes, to Cecil F. Stark, Jr. and Mary R. Stark, rccorded in the
Office of the County Clerk of Rio Arriba County, New Mexico on June 4, 1992 in Book 170, page
721,

(k) 51.27 acres as described in a Warranty Deed from Rex A. Shroyer and Edna F. Shroyer,
Trustees, to Jorge A. Valle and Martha L. Valle, recorded in the Office of the County Clerk of Rio
Arriba County, New Mexico on January 10, 2000 in Book 301, page 438;

)] A tract of land as described in a Warranty Deed from Rex A, Shroyer and Edna F. Shroyer,
Trustees, to Charles A. Slocomb and Constance D. Slocomb, recorded in the Office of the Counly
Clerk, Rio Arriba County of New Mexico on May 31, 2002 in Book 395, page 425; and

Pond Tract 5 as described in a Warranty Deed from Mary Ann Wighiman to Charles A.
Slocomb and Conslance D. Slocomb, recorded in the Office of the County Clerk of Rio Arriba
County, New Mexico on April 6, 1999 in Book 241, page 950,

Colleclively containing 15.0 acres;

(m)  Tract 12-A as described in a Warranty Deed from Patsy P. Hughes to Donald D. Cobb and
Constlance M. Cobb, recorded in the Office of the County Clerk of Rio Arriba County, Ncw Mexico
on November 16, 1992 in Book 172, page 463, containing 2.60 acres;

(n) Tracl 12-B as described in a Warranty Deed from Charles A. Slocomb and Constance D.
Slocomb to Donald D. Cobb and Constance M. Cobb, recorded in the Otfice of the County Clerk of
Rio Arriba County, New Mexico on January 12, 2000 in Book 301, page 577, containing 2.29 acres;

(0) 2.476 acres as described in a Warranty Deed from Max L. Smith and Mary C. Smith, and
Melvin R. and Bernyle M. Hayes, to Gene D. Bowling and Marjorie A. Bowling, recorded in the




Oltice of the County Clerk of Rio Arriba County, New Mexico on May 14, 1990 in Book 164, page

@ o 579,

) 2.02_5 acres as described in a Warranty Deed from Kenneth R. Baker and Patricia C. Baker
to Marvin S. Canter and Mclissa Fayc Canter, recorded in the Office ol the County Clerk of Rio
Arriba County, New Mexico on April 4, 2000 in Book 307, page 544; and

EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM THE WM. KINDERMAN
TRACT (PART OF TRACT B):

(@ 947.70 acres, being part of the lands described in a Warranty Deed {rom the Trustees under
the will of John E. Andrus to Commercial Holding Company and Unser, LLC, rccorded in the
Office of the County Clerk of Rio Arriba County, New Mexico on Oclober 4, 2004 in Book 517,
page 472.

EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM THE CIP. SALAZAR
TRACT (PART OF TRACT B):

(n 915.87 acres, being part of the lands described in a Warranty Dced from the Trustees under
the will of John E. Andius to Commercial Holding Company and Unser, LLC, rccorded in the
Office of the County Clerk of Rxo Arriba County, New Mexico on October 4, 2004 in Book 517,
page 472,

Tract C:

@ The mineral estate described in (i) a Deed from Arlington Land Company to Mosota Land Company
recorded in the Office of the County Clerk of Rio Arriba County, New Mexico in Book 22-A, page 001, (ii)
a Quitclaim Deed from Andryck Corporation to The Penn Building Company recorded the Office of the
County Clerk of Rio Arriba County, New Mexico on Junc 11, 1947 in Book 34, page 316; (iii) a Mineral
Rights Deed from the Penn Building Company to the Trustees under the will of John E. Andrus recorded in
the Oftfice of the County Clerk of Rio Arriba Counly, New Mexico in Book 7, page 431; and (iv) a Final
Deccerce in Case No. 4774 in the District Cou1t of Rio Arriba Counly, New Mexico recorded in Book 34,-
page 475, as follows: :

Lot 6, Nutrias Valley Tract, containing approximately 48,686.31 acres, more or less;

SUBJECT TO an Assignment of Royalties from The Penn Building Company, et al., to Raymond Spill, et.
al., recorded in the Office of the County Clerk of Rio Arriba County, New Mexico, on August 6, 1956 in
Book 28, page 354.

EXCEPTING AND EXCLUDING THE FOLLOWING LANDS FROM TRACT C:

(a) L0t$ 24, 25 and 26 Talavera S/D, Unit 1, recorded in the Oftice of the County Clerk ol Rio
Arriba County, New Mexico on November 23, 1968 in Book of Plats, page 389, containing 18.60
acres; and

(b) 96.54 acres as described in a Mineral Deed from the Trustees under the will of John E.
Andrus o the United Stales of America, recorded in the Office of the Counly Clerk of Rio Arriba
County, New Mexico on January 13, 1958 in Book 32, page 491.
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The mineral cstate in the land known as the W.D. Chiles Tracl containing 653 acres, more or less, as

described in a Warranty Decd from The Penn Building Company to W. D. Chiles, recorded in the Office of
the County Clerk of Rio Arriba County, New Mexico on April 1, 1937 in Book 23-A, page 606.

Tract E

The oil and gas mineral intcrest only in the El Vado Lake State Park tract containing 966.8 acres, morc or
less, as reserved in A Quit Claim Deed from Mosota Land Company to the Middle Rio Grande Conservancy
District, recorded in the Office of the County Clerk of Rio Arriba County, New Mexico on December 26,
1930 in Book 25, page 169.

THE FOREGOING TRACTS, LESS THE EXCLUDED LANDS, CONTAIN 68,956.544 GROSS ACRES,
MORE OR LESS.

PART 2

All of the Mineral Estate as described in Deed 19-A, page 556, and a portion of the Mineral Estate as
described in Deed 19-A, page 428; which arc all a part of the Tierra Amarilla Grant also known as private
land claim number three, patent issued to Francisco Martinez on February 21, 1881, which patent was
recorded in the Office of the County Clerk, Rio Arriba County, New Mexico, Book 15-A at pages 102 ef
seq., and which premises are also depicted on the Map by Kenneth A. Heron, Engineer and recorded in the
Office of the County Clerk, Rio Arriba County, New Mexico in Book A-89, page 61-62 as the following
tracis: :

As covered in Deed 19-A, page 556:

G-1: The Geo. Becker Tracts containing 7991 acres, more or less, as described in Deed from the
Arlington Land Company to George Becker, daled December 27, 1917 and recorded in the Office of the
County Clerk, Rio Arriba County, New Mexico, on February 04, 1918 in Book 20-A, page 655.

G-2: The Espiridon Martinez Tract conlaining 3221.4 acres, more or less, as described in Deed from the
Arlington Land Company to Espiridon Marlinez recorded in the Office of the County Clerk, Rio Arriba
County, New Mexico, on February 24, 1913 in Book 19-A, page 685.

G-3: The Frank Luna Tract containing 2490.7 acres more or less, as described in Deced from the
Arlington Land Company to Francisco D, Luna, Jr., dated March 17, 1913 and recorded in the Office of
the County Clerk, Rio Arriba County, New Mexico, on July 22, 1914 in Book 20-A, page 4-7.

G-4: The Lucas Martincz Tracl containing 1176.8 acres more or less, as described in Deed from the
Arlinglon Land Company lo Lucas Martinez recorded in the Office of the County Clerk, Rio Arriba
Counly, New Mexico, on January 10, 1915 in Book 20-A, page 144,

G-5: The AV, Valdez Tracl containing 2188 acres more or less as described in Deed from the
Arlington Land Company to Antonio V. Valdez, recorded in the Office of the County Clerk, Rio Arriba
County, New Mexico, on February 24, 1913 in Book 20-A, page 38,
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G-6: The Valdez Brothers Tract conlaining 3246.6 acres more or less, as described in Deed [rom the
Arlington Land Company (o Victor and Gregorita Valdez recorded in the Otfice of the County Clerk,
Rio Arriba County, New Mexico, on February 24, 1913 in Book 19-A, page 693,

G-7. Gom. Salazar Tract, containing 1181 acrcs more or less, as described in Deed from the Arlington
Land Company to Kenncth A. Heron dated July 1, 1918, and recorded in the Office of the County Clerk,
Rio Arriba County, New Mexico, on Scptember 19, 1918 in Book 21-A, page 148-150.

G-8: Ulibarri No. 1 Tract containing 10,376 acres more or less, as described in Deed from the Arlington
Land Company (o Ismael Ulibarri & Bros., dated December 18, 1912 and recorded in the Office of the
County Clerk, Rio Arriba County, New Mexico, on August 3, 1914 in Book 20-A, page 19-23.

G-9: Ismael Ulibarri, No. 2 Tract containing 3649 acrcs more or less, as described in Deed from the
Arlington Land Company to Ismael Ulibarri & Bros., dated April 14, 1916 and recorded in the Officc of
the County Clcrk, Rio Arriba County, New Mexico, on July 22, 1916 in Book 20-A, page 323-326.

G-10: M.D. Esquibel Tract containing 5545 acres more or less, as described in Deed from the Arlington
Land Company to Manuel D, Esquibel and Antonio J. Esquibel, dated January 2, 1913 and recorded in
the Office of the County Clerk, Rio Arriba County, New Mexico, on July 23, 1914 in Book 20-A, page
11-14.

As covered in Deed 19-A, page 556 and Deed 19-A, page 428:

G-11: Everctt G. Clark Tracl containing 9544 acres, more or less, a described in Deed from the
Arlington Land Company to James F. Hutchinson, dated April 2, 1917 and recorded in the Office of the
County Clerk, Rio Arriba County, New Mexico, on May 30, 1917 in Book 20-A, page 477-480.

EXCEPTING AND EXCLUDING, HOWEVER, FROM THE ABOVE-DESCRIBED PROPERTY,
THE FOLLOWING TRACTS.

E-1: The Geo. Becker Tracts containing 7991 acres, more or less, as described in Deed from the
Arlington Land Company to George Becker, daled December 27, 1917 and recorded in the Office of the
County Clerk, Rio Arriba County, New Mexico, on February 04, 1918 in Book 20-A, page 655. (Same
land as Tract G-1.)

E-2: The Frank Luna Tract containing 2490.7 acres more or less, as described in Deed from the
Arlington Land Company lo Francisco D. Luna, Jr., dated March 17, 1913 and recorded in the Office of
the County Clerk, Rio Arriba County, New Mcxico, on July 22, 1914 in Book 20-A, page 4-7. (Same
land as Tract G-3.)

E-3: The Lucas Martinez Tract containing 1176.8 acres more or less as described in Deed from the
Arlington Land Company to Lucas Martinez recorded in the Office of the County Clerk, Rio Arriba
County, New Mexico, on January 10, 1915 in Book 20-A, page 144. (Same land as Tract G-4.)

E-4: The A V. Valdez Tract containing 2188 acres more or less as described in Deed [rom the Arlington
Land Company (o Antonio V. Valdez, recorded in the Office of the County Clerk, Rio Arriba County,
New Mexico, on February 24, 1913 in Book 20-A, page 38. (Same land as Tract G-5.)

E-5: The Valdez Brothers Tract containing 3246.6 acres more or less, as described in Deed from the

Arlington Land Company to Victor and Gregorita Valdez recorded in the Oifice of the County Clerk,
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Rio Arriba County, New Mexico, on February 24, 1913 in Book 19-A, page 693. (Same land as Tract
G-6.) .

E-6: The Espiridion Martinez Tract containing 3221.4 acres as described in Deed from the Arlington
Land Company to Espiridon Martinez recorded in the Office of the County Clerk, Rio Arriba County,
New Mexico, on February 24, 1913 in Book 19-A, page 685. (Same land as Tract G-2.)

E-7: 63.93 acres, more or less, as described in Warranty Deed from Leroy V. and Liz M. Hieronymus (o
Guillermo Pilar-and Lynn T. Landmesser, recorded in the Office of the County Clerk, Rio Arriba
County, New Mexico, on September 18, 1986 in Book 155, page 4-5. (Located wholly within Tract E-
3)

E-8: 540.97 acres, more or less as described in Warranty Deed from Jose Ramon Garcia to Palma
Loppacher, recorded in the Office of the County Clerk, Rio Arriba. Counly, New Mexico, on April 1,
1994 in Book 178, page 566-568. (426.97 acres are located within Tract E-5, and 114 acres comprise
part of Tract G-7.)

E-9: 1054.39 acres, morc or less, as described in Warranty Deed recorded in the Office of the County
Clerk, Rio Arriba County, New Mexico, on November 29, 1983, in Book 147, page 393 and as shown
as Tract entitled Gregorio F. Garcia on the Plat of Survey for the heirs of Jose Antonio Garcia Y Piedad
R. Garcia recorded in the Oflice of the County Clerk, Rio Arriba County, New Mexico on June 21, 1984
in Book F-99, page 1405 as Document # 28029. (351.46 acres are located within Tract E-5, and 702.93
acres comprise parts of Tracts G-7 and G-8.)

E-10: 1054.38 acres, more or less, as shown as Tract entitled Lourdes G. Maestas on the Plat of Survey
[or the heirs of Josc Antonio Garcia Y Piedad R. Garcia recorded in the Office of the County Clerk, Rio
Arriba County, New Mexico on June 21, 1984 in Book F-99, page 1405 as Documcnt # 28029.
(Comprising parts of Tracts G-7 and G-8.)

E-11: 1205.65 acres, more or less, as described in Warranty Deed recorded in the Office of the County
Clerk, Rio Arriba Counly, New Mexico, on November 19, 1993, in Book 172, page 503-504 and as
shown as Tracts cntitled Adan Garcia on the Plat of Survey for the heirs of Jose Antonio Garcia Y
Picdad R. Garcia recorded in the Office of the County Clerk, Rio Arriba Counly, New Mexico on June
21, 1984 in Book F-99, page 1405 as Document # 28029. (Comprising parts of Tracts G-7, G-8, and G-
9.)

E-12: 1700.30 acres, more or less, as described in Warranty Deed recorded in the Office of the County
Clerk, Rio Arriba County, New Mexico, on June Seplember 6, 1990, in Book 165, page 444-445 and as
shown as Tracts entitled Manuel R, Garcia on the Plat of Survey [or the heirs of Jose Antonio Garcia Y
Picdad R. Garcia recorded in the Office of the County Clerk, Rio Arriba County, New Mexico on Junc
21, 1984 in Book F-99, page 1405 as Document # 28029. (Comprising parts of Tracts G-7, G-8, and G-
9.)

E-13: A certain parcel identified as “RANCH TRACT 1870.56 ACRES”, as shown on plat entitled
“SURVEY FOR RAYMOND A. AND MARY DIANNE WHITMIRE...”, filed in the Office of the
County Clerk, Rio Arriba Counly, New Mexico, on Scpltember 25, 1995, in Plat Book 0-655, page
3765, as Document No. 120985. (Comprising parts of Tracts G-8 and G-9.)

E-14: A certain parcel identified as “STONE HOUSE TRACT 17.81 ACRES”, as shown on plat

entitled “AMENDED PLAT OF LOT LINE ADJUSTMENT BETWEEEN WENDELL W. HENNIGH
AND S.AM. CO,, L.L.C. DBA RED RABBIT RANCH...” filed in the Office of the County Clerk, Rio
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Arriba County, New Mexico, on October 24, 2001in Plat Book W-143, page 7476, as Document No.
216879. (Comprising part of Tract G-8.)

E-15: 3.72 acreé, more or less, identified as “Creck Tract”, as shown on plat filed in the Office of the
County Clerk, Rio Arriba County, New Mexico, on January 29, 1997, in Plat Book P-135, page 3676.
(Comprising part of Tract G-8.)

E-16: 13.57 acres, more or less, identified as “West Tract”, as shown on plat filed in the Office of the
County Clerk, Rio Arriba County, New Mexico, on October 24, 2001, in Plat Book W-143, page , page
1476. (Comprising part of Tract G-8.)

E-17: 57.89 acrés, more or less, and 3.27 acres, more or less, as described in Warranty Deed rccorded in
Book 146, page 150 and Quitclaim Dced recorded in Book 146, page 152. (Comprising part of Tract G-
8) '

E-18: 151.57 acres, more or less, as described in Deed from the Louis C. Crawford and Elizabeth 1.
Crawford to The T & B Crawford Family Limited Partnership, dated June 23, 2000 and recorded in the
Office of the County Clerk, Rio Arriba County, New Mexico, on May 11, 2001 in Book 340, pagtc 251-
253. (Comprising part of Tract G-11.) '

E-19: 1998.35 acres, morce or Iess, as described in Release and Quilclaim [rom the John E. Andrus Trust
to Vaughn A. Johnson and Karen C. Johnson, dated April 29, 2002 and recorded in the Office of the
Counly Clerk, Rio Arriba County, New Mexico, on May 1, 2002 in Book 391, page 25-30. (Comprising
part of Tract G-11.) :

Said legal descriptions of the surface property are for the purpose of mincral rights tract identification only,
and arc not to be construed as acknowledging, conveying or in any way imparting surface rights or
owanership,

AFTER RECORDVING RETURN TO: J.FREI;IV?GI];R E\gull?f; CLERK
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Mr. David Brooks

New Mexico Oi] Conservation Division

1220 South St. Francis Drive

Santa Fe, NM 87505 Hand-Delivered

Re: NMOCD Case Nos. 14134 and 14141; Application of the Board of Rio Arriba
County Commissioners; Application of Approach Operating, LLC, Rio Arriba County,
New Mexico

Dear Mr. Brooks:

Enclosed are copies of that Oil and Gas Lease dated February 27, 2007 filed of
record with the Rio Arriba County Clerk’s Office at Book 530, Pg. 2524, and that
Assignment of Oil and Gas Lease dated March 7, 2007 filed at Book 530, Pg. 2529.

This Lease and Assignment were offered into the record at the hearing yesterday
as Approach Exhibit 24 when it was determined that page 5 to the lease addendum was

missing. The enclosed copies of the lease and assignment are complete and should be
substituted for Exhibit 24.

Vty jsh

Cc: Ted Trujillo, Esq. w/encl.

Bec: Curtis Henderson, Esq. w/o



