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APPUCANT 
: • • •. AGREEMENT . . . . .... . . .... 
. .. . . . ... 

• ······ . . 
. ...... . . 

APPUCANT 
IDENTIFI CATION 
TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL NO. 

STATE OF TEXAS 
TAX 1.0 . # 

SIGNATURE OF 
AGENT 

State tease Number 

for GLO U<~ On 

Janua ry 18, 2005 

MINERAL LEASE BID APPLICATION 

I agree, if awarded a lease on the referenced tract, to comply with all terms 
and conditions of said lease and with all applicable laws that so govern said 
lease, and as those laws may be amended . 

Name: Chalfant Properties. Inc. 

Address: e,o. BOX 3123 

City: Midland State : IX Z1p : 79702-3123 
(Include +4 Code) 

Telephone : C432}684-9819 

CQunty(les}: Reeves survey/Area : PSL 
(If Applicable) 

Blockffsp.: 57 Section/Tract: 25 cres : 240.0 
(If Applicable) 

(A) Bonus Amount ($)74,160.00 

seventy-Four Thousand. One Hundred sixty and 001100 
( type/print above) 

(B) Sales Fee Amount ($) 1.112,40 

One Thousand One Hundred Twelve and 40/100 
(type/ pnnt above) 

This Sales Fee Is l 1h % of the cash bonus as provided In Section 32.110 of the 
Natural Resources Code as amended . 

APPUCANT NAME BONUS AMOUNT ONLY (.(r~ 
CQ . .2. ~ Include sales fee) (/ 

<~ 
Chalfant.Properties. inc. 
(same as above) 

(must be an 11 digit number) 

WJlllilm A. Chalfant 
( type/ print name) 

_____ X cs>24.160.oo ~Ss, 
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, 
Luse Porm 
Re•bcd 10/99 
unt)td chool Lind 

%lu.stin, mexa.s 

OIL Al'I D GAS LE E 
O M· IO-lS78 

Wllf'R !,, plU'luan1 io the fc,w Nanni Ruow-c:cs Code Chapicra 32, 33, s I, anJ Chap1cr Sl, Subc;hapicra A·U and II. (aaiJ Code bcma hcmnancr referred io u N RC). anJ 1ub1c,110 all 
rules anJ reau)auom pn,n..JplCJ by the Commosaooner or lhc General I.And Office 1ndor lhc School I.and Board punuan1 lhcrclO, and all olhcr apphcablc ,u1u1es and amcndmenu IO 1ud 
N R C the followma IRI, io-w,1 

IIOOL LAND l R\ E, , REE\ CO iT' , TE\A CO''<TAI 11'.G APPROXII\I \TEI V 140 ACR. , AS IIOWN O TII OFFIC IAL 
OW O PIL I TII TE.\AS G ERAL l.Al'ID OFF! E, Al STIN, T )I.A , 

..,.,, ancr bcma duly ad,·1:rt1.>cd. olfCRd for lcai,c on the 18" day or Januuy, 2005, at 10.00 o'clod am. by the C0111111»IO!ltf of the General unJ Offkc of the Suic of Tew anJ the School 
LanJ Board oflhe Suie ofTuu, for the ,ofe and only purpo,,e ofpro,pntma and Jnllm& for, anJ producma 011 andor ps that n•y be found anJ prodLKed from the abo•c dcscnbcd area, anJ 

WII ER , ancr all biJJ and rem1W1cca "'hich "'ere rccm-cd up io 11id ume ha,c been dwy consiJCTcJ by the Comnua1c>ncr or the General l.&nJ Office and lhe School lanJ Doanl II a 
rel'Jbr meeting thercofm lhe Gnicral Land Office on the I • di) or January, 1005. hm:maficr the "cffc<.11,c ilate" and,, ,.u found and dcicrmncd tha1 CII \I PANT PROPFRTIF'.'i, 11'.C 
"'hose aJdrcu IS P O OOX 3 113, IIDL \ ND, TFUS 79701-3113 had offered lhc h1gool and bnl b,J for a lcuc of the arra abo,c dcacnbcJ and u. then:fore. cnbllcd 10 rttCI\Co a lcaJc 
thereon 

"iOW, TII RE FOR , I Jerry I P111er,on, CorrmwK>OCT of the General lanJ Otr.ce of the SUic ofTC\U. bcrem.alkr meumes referred 10 ll> l ~ or• "' aJdrc IS Aua.lln. Tuas by 
,mue of the authonly , tcd ID me and m considcrauon of the payment by the herem.ancr dcs1gnaled Lcucc, lhc sum of MHnl}-four Tbouund Ont Hundred "'"> And 00/100 Dollars 
(S74,160.00), rece1p1 ofv..hl<.h IS hereby ad,no,.,led&cJ and oflhc royalucs. co,cnanis, upwallOOI anJ cooJiu...111 conUUICd ariJ htreby apttJ IO be paid. ob.cr>ed and pcrl'ormcd by Le .cc, Jo 
hereby dcmue, arant. lcbC ind lc1 unio lhc abo,-e mrnuoncd b1JJc:r lhc C\clusl\e nght IO prosp«t for, proJLKc ariJ ialc 011 and-or ps Crom the aforc.aiJ tRa upon lhc follow1111 1cmw and 
CondlllOIII, I0-"'11 

I. RESE.R \ A 1 10 There IS hereby cu:q,icd and rcscr,ed IO l nsor the full use of !be propcn) co,creJ hereby and all n&hu ..,,th rcspccl IO the urfa,e anJ ub,irl.l,;e thereof for ID) anJ 
all pwpo,.ca c,;.ccp1 lhoiic gnntcd anJ IO lhc eJttcnl htre111 gnnicd IO Lessee, lo(tcther with lhc ngbll of mpu, 1nJ Cfll'UI anJ u.c of uid wiJs by Lessor anJ ,u nmcraJ lcskca, for purpo,a of 
CJ;.plonn1 for anJ proJu.:m11 the ll1IDCl'lls "'luch tR not co\Cred. or "'lucb n11y 001 be co,ercd ID the fururt, Wkkr lhc terms ofth1s !cue, but "'htch n11y be loca1Cd w1lhm lhc surface boundancs 
of lhc lca..ed area All of the ngbll m and IO the lcucJ prcmua reumcd by Lessor and all ol the n¥111.1 m anJ IO the leased premucs pnled co I «sec herein shall be c,crtiKJ ID such a n11Mtr 
lha1 ncuhcr •hall Wlduly mtcrfcre v.uh the opcrauons of lhc other 

1, TERI\I SubJCCI IO the other pro,1>to111 hm:of, th11 lcuc 1i.11 be !or a 1em1 of O,e (5) )Un from lhc cffccll\C ilate hereof (htrem called "pnnwtry tcnn") and u k•n, tbtreaficr u 011 or 
ps IS produced m payma quanu11c1 from 511d area 

3. DELA, RENT \LS If oo "'ell IS corm-.cn.:cd on the Land hereby lc&>cd on or before the anru'trsary ilatc of thlS lcuc, lhll lca>e hall tcrmnaic u IO both partlCll unleu the Lcucc on or 
before said ilatc 1hall pay or tcnJc:r IO lhc Commwaoncr of lhc General LanJ O!li<e of the Sute of TcUJ 11 Au.un, Tcus, the 1moun1 cpcc1f1ed m lhc followma achedulc n..Jupbcd by the 
number of ac:rct m the premues, "'htch •hall operate as I rcnul and co\Cr lhc pn,1lc:1e of dcfcrnn1 the corrmcnccmen1 of a v.cll for n.,hc ( 11) monlbJ from aaid date In h\c n11nncr ariJ upon 
paymcn1.s or 1e1iJcra of 11noun111e1 ou1 m the follo"'m1 achedulc, the corrt11en.cn1C11t of a well n11y be further dclcrrcd for a hlc pcnoJ of the .amc nwooer of rronths 

Anonmm Parr Oday Bcu11l pcr t\m 
,~, ssoo 
Second s s ()() 
Th11d SH 00 
Fourth S2S 00 

4. PROD CTION ROY I, 11 SubJCCI IO the provu10111 for royalty rcducoona SCI out m ,ut,paragnph (L) of this pangnph 4, upon proJLICU...n ofo1l andlor ps. the ·~e asrccs 10 pay 
or c111>c IO be pa11l 10 the C'ornrtb4toner of the General LanJ Otlkc m Ausun. Tc~ for the u.sc anJ benefit of the Siaic ofTc.us, dunng lhc term hereof 

( ) OIL: Ma royalty on 011, v..h1Ch IS defined u mcludmg 111 h)Jrocart>om produced ma hquiJ form •I the muuth of lhc "''" and abo ill condCIUllc, disullatc, and olhcr hqu,d 
hydrocarbon,, rcco,crcd from 011 or aas run throuah a 1cpara1or or other cqwpmcnt, u herc=ficr pro,,JcJ. l 4 p~n of the groa pmductton or the 1nui.c1 ,-.lue thncof, 11 the opuoo of lhc 
I c~r. su,.;h value IO be dctcrmncd by I) the h1atic.1 po-Ced pncc, phu prcm,wn, ,rany, offered or p11d for 01~ condc!ua1c, <fuullaic, or other hqwd h)dnxarbo,u. rc,,pccll\'Cly, ofa like 1)-pc anJ 
1J11VIIY m the 1cncn1l 1Ra "'here prodLKcd ind when run. or 2) the h1&bc•t n11rkct pncc thereof offered or patd an lhc 1e~ral area "'here proJL1Ced and "'hen run. or J) lhc pou proceeds of lhc 
sale !hereof, ..,b,chcvcr IS 1he arcatcr. Le...« agrcca tha1 before any ps produced from the land hereby leased IS told. used or procea.cd m a plan~ 11 "''" be nm free of cosl to Lessor through 111 
adequate 011 and ps sq,arator of con-,nuo11al type or other cqwpmcnt 11 lca I u ctr.c1en1 IO the end tha1 all hqu1d h)Jrocarbons rcco,crablc from the ps by such means Mll be rc.o"rcd l'pon 
"'T111Cn conocn1 ofl.Qsor, the reqwrcmcm that IIX.h ps be rw1 lhrouif, su.:h 11epan10r or other cqwpmcnt may be w11,cd upon such tclll'd and conduions u prcscnbcJ by l.c.sor 

(ll) ON-PRO ES ED GAS M • royalty on any aas (ui.:lud1111 0.ired &&J), -.h,~h 1.1 defined u all h)Jroc&1bo111 and p.lCOUI 1ubsuncca no1 defined u 011 m subparagnph (A) abo,c, 
produced from any "'ell on u,d linJ (uc:cpt u proV1dcd hcrem ..,,th rcspcc1 IO &&J proccsi;cd m I pbnl for the c,1racoon or auolmc, hqwd hydrocarbons or olhcr proJLKll) 1/4 pan of the &J'OSS 
producuon or the marl.Cl value thereof, 11 the opuon or the Lcuor, 1uch value 10 be bucd on lhc h1abc>1 rnarkCI pncc paid or offered for ps of con"'-rablc quahty III the acncral 1rra "'here 
produced ind when run. or lhc pou price p111d or offered IO the prodL1Ccr, "'hichc,cr IS arcaicr proVldcd tha1 the mu.unwn preuure base m measunn1 lhc gas under lllll lcue contract shall 00111 
any umc ucccd 14 65 pound.I per square mcb absolute, and lhc 1umbrd ba,e tcmpcrallll't shall be Slllty (60) degrees F1thrcnbc11, col'TC\:Uon co be made for prcu= acconlm1 IO Ooylc:'1 Law, 
and for IJ)CC1fic JraVlty 1c:conhn1 IO ICJil made by the 81lancc Method or by the mos1 appro,'Cd method of1cs11n1 bem1 lbCd by the mdustry 11 the umc of tc un11 



(Q PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, IB part of the residue gas and the 
liquid hydrocarbons e;\tracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of residue 
gas attnDutable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which lessee (or its parent, subsidiary or affiliate) owns an 
interest, then the percentage applicable to liquid hydrocarbons shaII be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant wider a processing 
agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The 
respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no 
event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead," "dry" or any other gas. by fractionating, burning or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such 
market value to be determined as follows: 

(1) On the basis of the highest market price of each product, dwing the same month in which such product is produced, or 
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

(E) VARIABLE ROYAL TY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms of 
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to 
20%, and shall apply to each subsequent well dnlled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month term during which Lessee may earn a 
reduced royalty rate of20% as herein provided, Lessee should drill in good faith and complete the first well as a dry bole on the land covered by this lease, Lessee may receive a three (3) month 
ex.tension of the tenn in which to earn a reduced royalty ra1e by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on line and sales thereof are connnenced prior to the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the tenns of this lease and such production is brought on line and sales thereof are commenced after the expiration 
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month term dwing which Lessee may earn a reduced 
royalty rate of 22.So/o as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the term in which to earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
expiration of such three (3) TOOnth period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month eittension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease sbaII be without deduction for the cost of producing, transporting, and other.vise making the oil, 
gas and other products produced hereunder ready for sale or use. 

(G) ROYAL TY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from 
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressing. proces.sing, transporting and otherwise making the oil, gas and other products produced hereUlldcr ready for sale or use. lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, wider this lease. 

(H} PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced hereunder 
in any processing planL Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas 
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon wider the royalty provisions of this lease. 

(I) MINil\1UM ROYAL TY: During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an aroount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a swn equal to $5.00 per 
acre less the amolUlt of royalties paid during the preceding year. 

(J) l\.1ARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to ex.tend the economic life of this lease and encourage recovery of oil or gas that might othenvise remain unrecovered. Any such royalty reduction must 
confonn to the requirements of any School Land Board administrative rules on this subject Royalty may not be reduced below the applicable statutory minimum 

S. ROYALTY PA ThlENTS AND REPORTS: All royalties not taken in kind shall be paid to the Connnissionerofthe General Land Office at Austin, Texas, in the following manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Te:icas Register. Rules currently provide that royalty on oil is due and must be received in the 

General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General I.and Office on or before the 
15th day of the second TOOnth succeeding the month of production, accompanied by the affidavit of the owner, m:mager or other authorized agent, completed in lbe form and manner prescnbed by 
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas. together with a copy of all docwnents, records or reports 
confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General I.and Office may require to verify the gross production, disposition and market value. In 
all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, swrunary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after 
the royalty payment was due, then Lessee owes a penalty of5% on the royalty or$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the 
date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prcscnl,ed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. Tite 
above penalty provisioru shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

6, (A) RESERVES. CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Connnissioner of the General I.and Office with its best possible estimate of oil and gas 
reserves Wlderlying this lease or ailocable to this lease and shall furnish said Commissioner \\ith copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within thirty (30) days after entering imo or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in c"onfidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and 
matketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General land Office, the Attorney General, the Governor, or the representative of any of them 

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the Genera] Land Office by Lessee or operator five (5) days before spud 
date, workover, re-entry, tenworary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission 
forms for application to dn1J. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they arc filed with the Texas Railroad 
Commission. Les.see shaII supply the Genenl Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other infonnation relative to the operation of the above-descnl,ed 
premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above descnbed premises and shall transmit a true copy of the log of each survey on each we II to the 
General Land Offi~ within fifteen (IS) days after the making of said survey. 
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(C) PENAL TIES: Lessee shall incur I penalty whenever reports, docummts or other materials are- not filed in the General Land Office whm due. The penalty for late filing shall be St't by 
the General Land Office administnitive rule which is effective on the date when the materials were due in the Gener.al Land Office. 

7. RETAINED ACREAGE: NolYlithstanding any provision of this kasc to the contrary, after a well producing or c11pablc of producing oil or gas bu been corfl)lctcd on the leased premises. 
Lessee shall exercise the diligence ofa reasonably prudenl opentor in drilling such additional well or wells u may be reasonably necessary for the proper development of the leased premises and 
in marketing the production thereon. 

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the eq,iration date of the primary orcuended tcnn it shall then terminate as to all of the leased premises. 
EXCEPT (I) 40 acres SUITI)unding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantitie5 (including a shut-in 
oil or ga.s well as provided in Paragraph 11 hereoO, or a V.'Cll upon which Lessee is then engaged in continuous drilling or reworking operations.. or (2) the number of acres included in I producing 
pooled unit pursuant to Natural Resources Code Sections S2. IS 1-52. tS3, or (3) such greater or lesser number or acres as may then be allocated for production purposes to a proration Wlil for each 
such producing well under the rules and regulations of the Railroad Commission of Texas. or any successor agency, or other government.al authorily having jurisdiction. Within 90 days of I 
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partiaJ tmnination, 
Lessee shall have the right to obtain I surface lease for ingress and egress on and across the terminated ponion of the leased premises as may be reasonably necessary for the continued operation of 
the portions of the lease remaining in force and effecL If LeS5Ce fails to apply for a surface lease .... ithin the 90 day period specified above, LeS5Ce may apply for a surface lease from the Land 
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease. 

(8) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further tenninate IS to all depths below 100 
feet below the lot.al depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended 
tcnn Lessee pays an amount equal to one-half(l/2) of the bonus originally paid as consideration for this lease (as specified on page I hereoQ. If such amount is paid. this lease shall be in force 
and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such 
deeper depths covered by this lease. 

(Q IDENTIFICATION AND FILING: The surface acreage retained heretmder as to each well shall, as nearly as practical, be in the fonn ofa square v.ith the well located in the center 
thereof, or such other shape as may be approved by the School Land Board Within thirty (30) days after partial termination of this lease as provided herein, Less«: shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in thc General 
Land Office, ICCOITl'anied by the filing fee prescnbcd by the General Land Office rules in effect on the date the release is filed If Lessee fails or refuses to execute and record such release or 
releases within ninely (90) days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
de-pths to be released hcretmdcr and record such instrument at Lessee's expense in the county or countie! where the lease is located and in the official records of the Genera.I Land Office and such 
designation shall be binding upon Lessee for all purposes.. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or 
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this kase shall thereupon terminate IS to all acreage not thereafter 
allocated to said well or wells for production purposes. 

B. OFFSET \\'ELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is "'ithin 
one thousand (1,000) feet of the area included berein, or which well is draining the area covered by this lease, the Lessee shall, v.ithin sixty (60) days after such D1itial production from the draining 
well or the well located within one thousand (1,000) feet from the area C-O\'ffed by this kase begin in good faith and prosecute diligently the drilling of an offset well on the area covered by this 
lease, and such offset well shall be drilled to such depth u may be necessary lo prevent the undue drainag-e of the area covered by this lease, and the Lessee, manager or driller shall use all meam 
necessary in a good faith effort IO make such offset well produce oil and/or gas in commercial quantities. Only upon the detennination of the Conunissioner and with his written approval, may the 
payment ofa COfl1)Cnsatory royally satisfy the obligation to drill an offset well or wells required under this Paragraph. 

9. DRY IIOLEJCESSATION OF PRODUCTION DURING PRll\-lARY TER..\I: If, dwing the primary tenn hereof and prior to discovery and production of oil or gas on said land, Lessee 
should drill a dry hole or holes thereon, or if dwing the primary tenn hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof should 
cease from any cause, this lease shall not tenninate if on or before the expiration of sixty (60) days from date of COlJll1etion of said dry hole or cessation of production Lessee commence! 
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary tenn or 
within sixty (60) days prior thereto, a dry hole be coll1lleted and abandoned, or the production of oil or gas should cease for any cause, Less«'s righl.!I shall remain in full force and effect without 
further opera lions Wllil the expiration of the primary tem1; and if Lessee has not resumed production in paying quantities at the expiration of the primary leTm, Lessee may maintain this lease by 
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production W1der Paragraph tO. Should the 
first well or any subsequent well drilled on the abovt: descnbcd land be COtTl'leted as a shut-in oil or gas well within the primary term hereof, Lessee may resume paymenl of the annual -rental in 
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of Cof11Jlelion of such shut-in oil or gas well and upon the failure to 
make such payment, this lease shall ipso facto tenninate. If at the expiration of the primary tcnn or any time thereafter a shut-in oil or gas well is located on the leased premises payments may be 
nia.de in accordance with the shut-in pro\isions hereof 

10. CESSATION, DRILLISG, AND RE\\'ORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obt1ined. should cease from 
any caus-e, this lease shall not terminate if Lessee cormncnces additional drilling or reworking operations v.ithin sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike m:mner v.ithout intenuptions totaling more than sixly (60) days. If such drilling or reworking operations result in 
the production of oil or gas, the lease shalJ remain in full force and effect for so long as oil or gas is produced from lhe leased premises in paying quantities or paynrnt of shut-in oil or gas well 
myalties or payment of COfll)fflSatory myalties is made as pro\ided herein or as provided by law. If the drilling or reworking operations result in the cof11Jletion of a well as a dry bole, the lease 
will not tcnninate if lhe Lessee commences additional drilling or reworking operations "'ithin sixty (60) days after the COifllletion of the well as a dry bole, and this lease shall remain in effect so 
long as LcS5Ce continues drilling or reworking opentions in good faith and in a workmanlike manner without intenuptions totaling imre than sixty (60) days. Lessee shall give v.Titten notice to 
the General Land Office within thirty (30) days of any cessation of production. 

It. SHUT-IN ROYALTIES: For pwposes of this p;i.ragraph, •well" means any well that has been assigned a well number by the state agency ha\ingjurisdiction over the production of oil 
and gas. If at any time aft.er the expiration of the primary lcrm of a lease that, witil being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying 
quantities is located on the leased premises, but oil or gas is nol being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas 
royalty an amount equal lo SJ0.00 per acre, but not less than SI.200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each initial shui-in oil or gas royalty 
must be paid on or before: (I) the expiration of the primary tmn, (2) 60 days after the Lessee ceases to produce oil or gas from the le:ased premises, or(3) 60 da)'I afte:r Lessee COfTl)le:te:s a dnlling 
or reworking operation in accordance with the lease provisions; whichever date is latcsL If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the 
payment shall ex.tend the tenn of the lease for a period of one year from the end of the primary term. or from the first day of thc month following the roonth in which production ceased, and, after 
that, if no suitable production facilities or suitable market for the oil or gas ex.ists, LeS5Ce may extend the lease for four more successive periods of one (I) year by paying the same amJunl each 
year on or before the expiration of each shut-in year. 

12. C0!\1PENSATORY ROYALTIES: If, dwing the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a 
well located within one thousand (1,000) feel of the leased premises and cofl1)1eted in the same producing -reservoir, or in any case in which drainage is occurring, the right to continue to maintain 
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty h.as been paid. The Lessee may maintain the 
lease for four more successive years by Lessee paying COIT()COSatory royalty at the royally rate provided in the lease of the market value of production from the well causing the drainage or which 
is completed in the same producing reservoir and within one thousand (I ,000) feet of the leased premises. The cotq>ensatory royalty is to be paid mJnth1y to the Commissioner beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or !mt is COfll}leted i.n the same producing reservoir and located within 
one thousand (1,000) f«t of the leased premises; if the COfTl)Cnsatory royalty paid in any 12-month period is in an annunt less than the aMua.l shut-in oil or gas royalty, Lessee shall pay an 
amJwit equal to the difference within thirty (30) days from the end of the 12-month period; and none of these pm,isions will relieve Us.see of the obligation of reasonable development nor the 
obligation to drill offset Y..'tlls u provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Conunissioner's written approval, the paynrnt of 
COrtl'(l1Satory royalties shall satisfy the obligation to drill offset wells. Cofll)Cnsatory royally payments which are not timely paid will accrue penalty and D1terest in accordance \lo-ith Pangraph S 
ofthis lease. 
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13. EXTENSIONS: I( at the expiration of the primary tenn of this lease, production of oil or gas bas not been obtained on the: leased premises but drilling operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary tmn, file in the General Land Office written application to the Connoissiooer 
of the General Land Office for a thirty (30) day extension of this lease, acco~anied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less 
and Silt Thousand Dollara ($6,000.00) if this lease covers more than silt hundred forty (640) acres and the Cormnissioner shall, in writing, extend this lease for a thirty (30) day period from and 
after the expiration of the primal)' term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being 
conducted make like application and payment dwiog any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the 
Commissioner shall. in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so Jong thereafter as oil or gas is produced in paying 
quantities; provided, however, that this lease shall not be ex.tended for more than a totaJ or three hundred ninety (390) days from and after the expiration or the primary tenn unless production in 
paying quantities has been obtained. 

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations here1mder and solely upon the leased premises; provided, however, 
Lessee shall not use potable water or water suitable ror livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to pay 
swfacc damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the 
production therefrom, such use to be conducted under conditions of least injwy to the surface of the land. lessee shall pay surface damages in an amount set by the General Land Office fee 
schedule which is effective on the date when the activity requiring the payment of swface damages occurs. 

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper sareguards to prevent pollution. Without limiting the foregoing, pollution of coastal 
well ands, natural waterways, rivers and impmmded water shall be prevented by the use of containment facili1ies sufficient to prevent spillage, seepage or ground water contamination. In the event 
of pollution. Lessee shall use all means at its disposal to recaptw'e all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(B) SUBI\IERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels. production platfonn, crew or suppl)'. boat, 
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non­
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platfonns stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforrm is strictly prohibited and may subject a State ofTc:us lease to forfeiture." Such statement shall be in lettering ofat least I" in size. 

(C) RIVERS: To lhe extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds. 

(D) PENAL TY: Failure to comply with the requirements or this provision may result in the max.imwn penalty allowed by law including forfeitw'e of the lease. Lessee shall be liable for the 
damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste. 

16. IDENTIFICATION l\fARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall 
be stated the name of the operator, the lease designation and the well number. Where two or TOOre wells on the same lease or where wells on two or more leases are connected to the same tank 
battery, whether by individual llow line connections direct to the tank or tanks or by use ora multiple header system, each line between each well and such tank or header shall be legibly identified 
at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification markers shall be maintained in a legi"ble condition throughout the term of this lease. 

17. ASSIGNMENTS: The lease may be transferred at any time; provided. however, that the liability of the transreror to properly discharge its obligation under the lease, including properly 
plugging abandoned wells, retroving platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Connnissioner of the 
General Land Office. The Connnissioner may require the transferee to deironstrate financial responsibility and may require a bond or other secwity. All transfers must reference the lease by the 
file number and must be recorded in the county where the area is located. and the recorded transfer or a copy certified to by the County Clerk of the cowtty where the transfer is recorded must be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prcscnbed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties. 

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded 
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing foe prescnbed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability thcretofo!°C 
accrued in favor or the State. 

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment or all unpaid royalty 
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.RC Section 52.136 and any other 
applicable statutory lien. an e:q,ress contractual lien on and secwity interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale 
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtw'es on and improvements to the leased premises used in connection with the production or 
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach or any covenant or condition of this lease, whether express or implied. This lien and security inlerest may be foreclosed with or without court proceedings 
in the manner provided in the Title I, Chapter 9 of the Tex.as Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as 
may be reasonably necessary to acknowledge, attach or perfect this lieJL Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the 
above-descnbed property or from Lessee's acquisition of this lease. Should the Commissioner at any time detennine that this representation is not true, then the Conunissioner may declare this 
lease forfeited as provided herein. 

20. FORFElnJRE: If lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any 
false retwn or false report concerning production or drilling, or if lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by 
the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land 
Office, the School Land Board, or the Railroad Commission. or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail 
or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log or any we!~ or if Lessee shall knowingly violate any of the 
material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under 

this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed or the facts which authorize ·a forfeiture, and when forfeited the area shall again 
be subject to lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic tennination of this 
lease by operation or law or by reason or any special limitation arising hereunder. Forfeitures may be set aside and lhis lease and all rights thereunder reinstated before the rights of another 
intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be 
adopted relative hereto. 

11. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the righl of eminent domain and condemnation as provided for in N.RC. Sections 
52.092-52.093, as a part or the consideration moving to Lessor for the covenants herein made by Lessee. 

21. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Connnissiooer of the 
General Land Office governing dnlling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, ru1es, regulations, orders and ordinances that may affect operations tmder the provisions of this lease. Without 
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance or this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural ResoW"CeS Code Sections 52.135 
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose or navigation or other purpose 
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incident to the operation ofa port. thc:n Lessee shall not be entitled to enter or possess such land without prior approval u provided under Section 61.117 or the Texas Water Code, but Lessee shall 
be entitled to develop such land for oil and gas by directional drilling; provided, however, lhat no swface drilling location may be ncam than 660 feet and special pennission from the 
Commissioner of the Gtnml Land Office is necessary to make any swface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the neartst dredged 
bottom edge of any channel, slip, or tumin!!i basin which has been authorized by the United States as a federal project for future construction, whichever is nearer. 

13. RE!\IOVAL OF EQUIP!\IENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be pcnnittcd to rem.:,ve the casing or any part of the equipment from any 
producing, dry, or abandoned well or wells without the written consent of the Commissioner or the General Land Office or his authorized representative; nor shall lessee, without the written 
consent or said Commissioner or his authorized representative rcrmvc from the leased premises the casing or any other equipment, materiaL machinery, appliances or property o'>'-11cd by Lessee 
and used by Lessee in the development and production or oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all 
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative. 

24. FORCE rttAJEURE: Should lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil 
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, aclS of God or any order, rule or regulation of governmental authority, then while so prevented, 
Lessee's obligation to corrqily with such covenant shall be suspended upon proper and satisfactory proof presented lo the Commissioner of the General Land Office in support of Lessee's 
contention and lessee shall not be liable for damages for failwe to COfllllY therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as lessee is prevented. by any such cause, from drilling, reworking operations or producing oil and'or gas from the leased 
premises; provided, however, that nolhing herein shall be construed to suspend lhe paymem of rentals during the primary or extended tcnn, nor to abridge Lessee's right to I suspension under any 
applicable statute of this Slate. 

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced from 
said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access poinu at the lease's production, 
gathering and storage systems where theft of hydrocarbons can occur. lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the Slate of Texas royalties thereon 
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. 

26. REDUCTION OF PA YJ\fENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries ofa pooled unit that has been approved by the 
School Land Board in accordance with Natwal Resources Code Sections S2. ISl·52.ISJ, or if, 11 any time after the e:,,;piration of the primary term or the e:,,;tended tenn, this lease coven a lesser 
nurmcr of acres than the total 11YDunt descnbcd herein, payments that arc made on a per acre basis hereunder shall be reduced according to the nwnbcr of acres pooled, released, swnndered, or 
otherwise scven:d, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be cakula1ed based upon the number of acres outside the boundaries 
of a pooled unit, or, if after the e:,,;piration of the primary term, the number of acres actually retained and covered by this lease. 

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the hein, executors, administrators, successon or 
as.signs of lessee herein. 

28. ANTIQUITIES CODE: In the event that any feature ofan:heological or hislorical interest on Pennanent School Fund Land is encountered during the activities authorized by this lease, 
Us.sec will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Con~ss Ave., Austin, Texas 78701) 
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate. Us.see 
is expressly placed on notice of the National Historical Preservation Acl of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat Code 
Ann. (Vernon 1993 & Supp. 1998). On state.owned land not dedicated to the Penna.nenl School Fund. lessee shall ootify the Texas Historical Commission before breaking ground at a project 
location. An archaeological swvcy might be required by the commission before construction of the project can cormncncc. Further, in the event that any site, object, location, artifact or other 
fcatwe of archaeological, scientific, educational, cultwal or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify leSSOT and the Texas 
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate. 

29. VENUE: lessor and lessu, including lessee's successors and assigns. hereby agTte that venue for any dispute arising out of a pro\ision of this lease, whether express or implied, regarding 
interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of COill)Ctenl jurisdiction located in Travis County, SU.le 
ofTeus. 

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com Code.this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the 
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prcscnbcd filing fee shall accompany the ccnified copies sent lo the General Land Office. 

5 



/ 

31. EXECUTION: 'This oil and gas lease mu.st be signed and acknowledged by the Lessee before it is filed of record in the county ruords and in the General Land Office of the State of Texas. 

0 z 
~ 
.;::: 

LESSEE 

BY, _____________ _ 

TITLE:, _____________ _ 

DATE''------------~ 

i:: 
0 
~ 

STI l~Y \\" EREOF, witness the signature of the Commissioner of the General Land Office oflhe State ofTexas Wldcr the seal of the General Land Office. 
~ 

"' ii... 

"'Cl u.i 
~ >-
.;::: ~ 

~ 

" " ~ ~ 

"' Cl 
>-

i:o 

COJ\tl\USSIONER OF THE GENERAL LAND OFFICE 
OFTHESTATEOFTEXAS 

APPROVED 

Contents 
Leeal 
DC 
Exec 

STATE OF __________ _ 
(CORPORATION ACKNOWLEDG!\1EN1) 

COUNTY OF __________ _ 

BEFORE ME. the Wldersigned authority, on this day per..onally appeared _______________________ _ 

known to me to be the person whose name is subscnbed to the foregoing instrument, as ____________________ of 

------------------------------------'and acknowledged lo me thal he execu1cd the same 

for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the. _______ day of _______________ ~20. ______ . 

Notary Public in and for ______________ _ 

STATE OF·------------ (INDIVIDUAL ACKN0\\1..EDGl'\tEN'O 

COUNTY OF __________ _ 

Before n1e, the undersigned authority, on this day personally appeared, _______________________ _ 

known to me to be the persons whose names are subScnbed to the foregoing instrument, and acknowledged to me that they executed the 
same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this lhe. _______ day of _______________ ~ 20. ____ _ 

NotaryPublicinandfor, ______________ _ 
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February 22, 2005 

Mr. William A. Chalfant 
Chalfant Properties, Inc. 
P.O. Box 3123 
Midland, Texas 79702-3123 

Dear Mr. Chalfant: 

[ ( C \ T f [ f 4 \ ~ ~ [) 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on 
January 18, 2005. I am pleased to inform you that Chalfant Properties, Inc. was the high 
bidder on MGL. No. 49 , which has been assigned the lease number M-104578. 

The lease agreement for State Lease M-104578 is enclosed and will serve as your receipt 
for the amount of your bid . This lease form must be signed and acknowledged by the 
lessee, and then recorded in the County Clerk's office of the county or counties in which 
lands covered by the lease are located. After signing and recording the lease, please 
submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified 
copy at your earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease 
agreement, such as Section 6(8), which requires operators to submit written notice of all 
drilling, production, and related activities. When lessees file specific forms with the Texas 
Rai lroad Commission, they are required to submit copies of these forms to the General 
Land Office. Examples of these forms are: W-1, Application to Drill, Deepen, or Plug Back; 
W-2, Oil Well Potential Test, Completion or Recompletion Report and Log; W-3, Plugging 
Record; G -1, Gas Well Back Pressure Test, Completion/ Recompletion Report and Log; 
G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil Well Status 
Report; W-12, Inclination Report; Electric Logs; Directional Surveys. 

Please let me know if you have any questions or need any additional information. 

Sincerely, 

Robert 8 . Hatter, Director 
Mineral Leasing Division 
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/cHESAPEAKE OPERATING, INC. P.O BOX 18496 OKLAHOMA CITY, OK 73154 

~ LEASE OBLIGATION DEPOSIT RECEIPT 
06012678 

WE HAVE THIS DAY NOVEMBER 9, 2005 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $1 ,200.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN FOR THE PERIOD FROM 

111812006 TO 111812001 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS 

Block/Suffix 57 Survey PUBLIC SCHOOL LAND Section 2 Short Desc PSLS BLCK 57 SEC 25 

PAYMENT RENTAL 

LEASE NUMBER TX1940221-000 LEASE DATE 1118/2005 

RECORDED BOOK 697 PAGE 387 ENTRY NUMBER: 1242 

FOR CREDIT OF-

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS , SUITE 600 
AUSTIN , TX 78701 

/~\ 
PROSPECT DIXIELAND WEST 

COUNTY/PARISH REEVES 

Tax ID 
.A,ccl 

M- 104578 

PLEASE SIG 
AND RElUR 

IMPORTANT Subtotal 

BANK SERVICE 
,ll~P..:.H~o~c·~·,v:.:.;t>.:..:.rl ._!--------------1 CHARGE s 

The attached check 1s for Iha person(a) named above Please data. Stgn 
end return the attached reca1pta on Iha day you recclVI 11 If directed to a 
bank, please deposit Iha amount lo Iha crad11 of Iha person(• ) named 
above and dale, sign and return lhe receipt on tna day you racehfe 11 If 
COfTe&pondence required. please make ref rence to lease number 

Grand Total 

Check No 

. . ······ . . . ······ . 
. . ······ . ... . . . .. . 
.... .... . ... . . . .. . 

STATE TX 

AMOUNT 

120000 

120000 

0 00 

120000 

21794 



. . ······ . . . ······ . 
. . ······ • . . . . . . . .. 
.... .... ... . . . . . .. 



CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY OCTOBER 9, 2006 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $ 1 ,200.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TEAMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

1/18/2007 TO 1/18/2008 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Block/Suffix 57 Survey PUBLIC SCHOOL LAND Section 25 Short Dose PSLS BLCK 57 SEC 25 

PAYMENT RENTAL 

LEASE NUMBER TX1940221-000 LEASE DATE 1/1812005 PROSPECT: DIXIE LAND 
RECORDED. BOOK 697 PAGE 387 ENTRY NUMBER 1242 COUNTY/PARISH REEVES ------------------~ ~~~~~~ ---- STATE TX 

AMOU~ FOR CREDIT OF 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

Tax ID 
Acct 

Subtotal 

BANK SERVICE 
""~--,....--~l-,,,lj4.JL------l CHARGES 

The attached check le for the pel'll00(1) named above Please data, aign 
and return Iha attached receipts on the day you racelw 11 II d•rectad to I 
bank, please deposit tha amount to the credit of Iha per1on(1) named 
above and data, sign and return Iha receipt on Iha day you receive It If 
correspondence required, please make reference 10 tease number 

Sign Hero -----=--~~~~-----~ Grand Total 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

PO BOX ltl49b 

OKLAHOMA CITY, OK 73154 
405,848·8000 

• DOLLARS • 'i)O • C~TS 

OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1 00 NORTH CONGRESS. SUITE 600 
AUSTIN TX 78701 

11•0 2 58 5 211• 

By 

DATE 

10/09/2006 

BANK O OKLAHOMA, N.A. 
OKLAHOMA CITY OK 

Check No 

1.200 Oct ••• : • 
.... .... 
. . ..... ~ . . . . . 

• • • 

. . . . . . ,.. . 
···~ . .. 

1,200 00 

0.00 

1,200 00 

25852 

25852 

AMOUNT 

$1,200 00 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY OCTOBER 12, 2007 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF SG,000.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

1118/2008 TO 1/18/2009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey PUBLIC SCHOOL LAND Block/Suffix 57 Section 25 Short Desc PSLS, BLCK 57, SEC 25 

PAYMENT RENTAL 

LEASE NUMBER TX1940221-000 LEASE DATE: 1/18/2005 

ENTRY NUMBER· 1242 
PROSPECT KING EDWARD 

RECORDED: BOOK 697 PAGE 387 

FOR CREDIT OF· 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

COUNTY/PARISH REEVES 

Acct 
M 104'>7 

COPY FOR 
YQUH RECORQS 

IMPORTA NT Subtotal 

BANK SERVICE 
Date Recelved--:-=--:---:-::=---;;;;;;:-:;;;,-.:""31E"~ llll(j..----1 CHARGE$ 

The attached check ls for the pal'IOll(s) named above. Please data, algn 
and ratum the attached receipts on the day you receive It If directed 10 a 
bank, please dapos11 the amount to the credit of the person(a) named 
above and dale, algn and ralum the receipt on the day you receive It If 
correspondence required, please make reference to lease number 

CHES PEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

PO BOX 18'496 
OKLAHOMA CITY. OK 73154 

405/84 8 8000 

OFFICE. OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS. SUITE 600 
AUSTIN, TX 78701 

11•0 30 3 5 311• 

By 

DATE 

10/12/2007 

BANK OF OKLAHOMA, N.A 
OKLAHOMA CllY. OK ... 

Grand Total 

Check No 

. . ...... 
• .... . . . . 
. . ······ . .... . . . . 
.... .... ... . 

• • .. 

STATE TX 

AMOUNT 

6,000 00 

6,000 00 

000 

6,000 00 

30353 

30353 

AMOUNT 

$6 000 00 
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• CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY DECEM BER 5, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LANO 

THE SUM OF $6,000.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
• • ..... 
• 

IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 
.. . . . ... 

111812009 TO 111912010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey PUBLIC SCHOOL LAND Block/Suffoc 57 Section· 25 Short Desc PSLS, BLCK 57, SEC 25 

' AYMENT RENTAL 

.EASE NUMB ER TX1940221-000 LEASE DATE: 1/18/2005 
~ECORDED: BOOK 697 PAGE 387 ENTRY NUMBER: 1242 
:oR CREDIT OF' 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

PROSPECT: KING EDWARD 

COUNTY/PARISH REEVES 

COPY FOR 
YOUR RECORDS 

IMPO RTANT 
Subtotal 

Date Recelved__,,,.._ ....... __,~..---------1 ~Mf~E 
ne attached check Is for the peraon(a) named above Please data, algn 
111<1 return the attached receipts on the day you receive 11 II directed to 
I bank, please deposit the amount 10 the crad11 lo Iha peraon(a) namod 
1bove and data, sign and return the receipt on the day you receive tt If 
:orraapondance required, please make reference 10 lease number 

PAY 
TO 
THE 

ORDER 
OF 

CHESAPEAKE OPERATING, INC. 
OElAY RENTAL ACCOUNT 

PO BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848-8000 

·····••••••m ••••5,0QO • DOLLARS. 00 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 

BANK OF OKLAHOMA, N.A. 
Ot<l.AHOMA cm: OK -

Grand Total 

Check No. 

• 
• • ······ . .. . . . . .. . 

• 
•••• . . .... .. . . . . .. . 

STATE TX 
AMOUNT 

6.000 00 

6,000 00 

000 

6,000 00 

39759 

39759 

AMOUNT 

$6,000 00 

1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC. 

11•0 3 g ? s g11• 
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