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TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO . 

65 

STATE OF TEXAS 
TAX I.D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

For GLO Use Only 

January 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: C. Danny Foster Petroleum Land Services, Inc. 

Address: P. 0. Box 1700 

City: Clinton State: MS Zip : 39060- 1700 
(Include +4 Code) 

Telephone: (601)925-0087 

Countv(ies) : Reeves Survey/Area : Public School 
(If Applicable) 

Block/Tso.: 58 Section/Tract: 41 Acres: 129 
(If Applicable) 

(A) Bonus Amount ($)21.041.19 

Twenty one thousand forty one and 19/ 100 dollars 
(type/ print above) 

(B) Sales Fee Amount ($)315.62 

Three hundred fifteen and 62/ 100 dollars 
(type/print above) 

This Sales Fee is 1112% of the cash bonus as prov ided in Section 32.110 of the 
Natural Resources Code as amended. 

APPLICANT NAME BONUS AMOUNT ONLY <At& 
(Do Not include sales fee) './1 

l ~ \ 

~ 
'% 
~ 

C. Danny Foster Petroleum Land Services, Inc. ')< ~($:£.)~2'""1o..:. 0!.!.:4~1!o..:·c.:1L9 ___ __ _ 
(same as above) 

number) 

(signature) 

(type/print name) 



C. DANNY FOSTER I PETROLEUM LAND SERVICES, INC. 

CommiSSIOner of the Texas General Land Of Ill 4/2005 
Reimbursed Expenses: Lease Bonus Lease B1d- MGL o. 65 (Block 58, Tract 41 , 129 gross acres) 

Checking Lease Bid- MGL o. 65 

C. DANNY FOSTER I PETROLEUM LAND SERVICES, INC. 

Commissioner of the Texas General Land Of 
Reimbursed Expcnses:Lcasc Bonus 
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I ll 4/2005 

Lease B1d - MGL o. 65 (Block 58, Tract 4 I , I 29 gross acres) 

Check ing Lease Bid- MGL o. 65 
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21 ,04 1.19 

21,041.1 9 
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C. DANNY FOSTER I PETROLEUM LAND SERVICES, INC. 

Commissioner of the Texas General Land Of 1/ 1412005 

Rcip1burscd Expenses: Lease Bonus Sales Fcc- MGL o. 65 (Block 58, Tract 41 , 129 gross acres) 

Chcckmg Sales Fee- MGL o. 65 

C. DANNY FOSTER I PETROLEUM LAND SERVICES, INC. 

Commissioner of the Texas General Land Of 

Reimbursed Expenses: Lease Bonus 
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Sales Fcc- MGL o. 65 (Block 58, Tract 41 , 129 gross acres) 
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I 
Lease Form 
Revised I 0/99 
Surveyed School Land 

~ustin, Z!rexas 

OIL AND GAS LEASE 
NO. M - 10-'580 

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H. (said Code being hereinafter referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto. and all other applicable statutes and amendments to said 
N.R.C., the following area, to-wit: 

WEST 0 E-HALF (Wn) OF SECfiON 4 1, BLOCK 58, PUBLIC SC HOOL LA ' 0 SURVEY, REEVES COU TV, TEXAS, CONTA I ' lNG APPROXJi\IATELY 129 ACRES, AS 
SHOWN ON T HE OFFICIAL MAP OF REEVES COU TV, TEXAS OW ON FILE IN THE TEXAS GE ERAL LA 0 OFFIC E, AUSTI , TEXAS, 

was, after being duly advertised, offered for lease on the 18'" day of January, 2005, at 10:00 o'clock a.nt, by the Commissioner of the General Land Office of the State of Texas and the School 
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be fow1d and produced from the above described area; and 

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School La.nd Board at a 
regular meeting thereof in the General Land Office, on the 18" day of January, 2005, hereinafter the "effective date" and it was foWld and detennined that C. DANNY FOSTER 
PETROLEUM LA D SERVICES, INC. whose address is P.O. BOX 1700, CLINTO , !Ill I SIPPI 3 9060-1700 had offe red the highest and best bid for a lease of the area above 
descnbed and is, therefore, enti tled to receive a lease thereon: 

NOW, T HEREFORE, I, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor." whose address is Austin, Texas, by 
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Twenty-One Thousond Forty-One And 19/ 100 Dollars ($2 1,04 1. 19), 
receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby 
demise, grant, lease and let Wlto the above menr.ioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, 
tO-\vit: 

I . RESERV A TIO : Tircre is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect ro the surface and subsurface thereof for any and 
all purposes except those granted and to t11e extent herein granted to Lessee. together with the rights of ingress and egress and usc of said lands by Lessor and its mineral lessees, for purposes of 
exploring for and producing the minerals which are not covered, or which may not be covered in the future. Wider the temlS of this lease, but which may be located \\~thin the surface boWldarics 
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner 
t11at neither shall Wlduly interfere 'vith the operations of the other. 

2. TEilM: Subject to the other provisions hereof, rl1is lease shall be for a rcrrn of nvc (5) years from the effective date hereof (herein called "primary tem1") and as long thereafter as oil or 
gas is produced in paying quantities from said area. 

3. OELA Y RENTALS: If no well is convncnced on the land hereby leased on or before the anniversary date of this lease, this lease shalltenninate as to both panics unless the Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Te~as at Austin, Texas. the amoWlt specified in the following schedule multiplied by the 
number of acres in the premises, which shall operate as a rental and cover the privilege of deferring the commencement of a well for twelve ( 12) months from said date. In like manner and upon 
payments or tenders of an!OWlts set out in the following schedule, the commencement of a well may be further deferred for a like period of the same nwnber of months. 

Anniversary Date Delay Rental per Acre 
Firs t S 5.00 
Second S 5.00 
Third S2S.OO 
Fourth S25.00 

4. PROOUCfiON ROYAL Tl ES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas. the Lessee agrees to pay 
or cause to be paid to tlte Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State ofTexas, during the tcm1 hereof: 

{A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid 
hydrocarbons recovered from oil or gas rWl through a separator or other equipment, as hereinafter pro,ided, 1/4 pan of the gross production or the market value thereof, at the opuon of the 
Lessor. such value to be detennined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and 
gravity in the general area where produced and when rWl, or 2) rl1e highest market price thereof offered or paid in the general area where produced and when nm, or 3) the gross proceeds of the 
sale thereof, whichever is rl1e greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be rWl free of cost to Lessor through an 
adequate oil and gas separator of conventional rype or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon 
written consent of Lessor, the requirement that such gas be rWl through such a separator or other equipment may be waived upon such terms and conditions as prescnbed by Lessor. 

(B) ON-PROCESSED GAS: As a royalty on any gas (including Oared gas), which is defi ned as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) abo,·e, 
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 pan of the gross 
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where 
produced and when rw1, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas Wider this lease contract shall not at 
any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, 
and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the indusuy at the time of testing. 



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or olher plant for the recovery of gasoline or olher liquid hydroeaibons, 1/4 pan of the residue gas and the 
liquid hydroearoons extracted or the market value thereof; at the option of the Lessor. All royalties due herein shall be based on one hundred percent ( I 00'/o) of the total plant production of residue 
gas ann'bu111ble to gas produced from this lease, and on fifty percent (50"/o) or that percent accruing to Lessee, whichever is the greater, of the tollll plant production of liquid hydroearoons, 
attn'butable to the gas produced from this lease; provided that if liquid hydrocaroons arc 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 hydrocaibons shall be fifty percent (SO"!.) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at am\S'Iength (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 detemlined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of COIJ1larable 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 ofliquid hydroeatbons), whichever is the greater. In no 
e•~nt, hoM,~r. 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 caroon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydroearoons) whether said gas be 
"casinghead," "dry" or any other gas, by fractionating, burning or any other processing, 114 p'an of gross production of such products, or the market value thereof, at the option of Ltssor, such 
market value to be detennined as follows: 

(I) On the basis of the highest market price of each product, dunng 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 TV: (i) Subject to the other provisiot\S of tl1is lease, it is hereby provided tl1at in tl1e event production in paying quantities is established pursuant to the tem\S of 
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of tl1e effective date hereof, the royalty rate provided herein shall be reduced to 
20"'., and shall apply to each subsequent well drilled and produced on the land covered by this lease Provided that, if during such eighteen (18) month term during which Lessee may cam a 
reduced royalty rate of2~. as herein pro,ided, Lessee should drill in good fa1th and COIJ1llete the first "ell as a dry hole on lhe land covered by this lease, Lessee =Y receive a three (3) month 
extension of the term in which to earn a reduced royalty rate by gh'ing 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 COIJ1lleting 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 exter\Sion period. 

(ii) In the event production in paying quantities is established pursuant to the tcm\S 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 tha~ if during such six (6) month term during which Lessee may earn a reduced 
royalty rate of 22.5% 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 tenn in which to cam 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) 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 commenced prior to the expiration of such three (3) month extension period. 

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

(G) ROYAL TV I Kl D: 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, COIJ1lressing, processing, transporting and otherwise ""'king the oil, gas and other products produced hereunder ready for sole 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 in-.:>lied, under this lease. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as rroy represent tllis 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 hydroearoons 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 under the royalty provisions of this lease. 

(I) MINIMUM ROYAL TV: During any year after the e•ptrauon of the primary tenn of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an amount 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 leose o sum equal to $5.00 per 
acre less the amount of royalties paid during the preceding year. 

(J) l\IARGI AL PRODUCTION ROYALTY: Upon Lessee's wriuen application, tl1e School Land Board may reduce tl1e royalty rate set out in this paragraph and/or the mirtimum 
royalty set out in subparagraph 4 (I) to extend the econonlic life of this lease and encourage reco•·ery of oil or gas that nligbt otherwise remain unreco,·ered. Any such royalty reduction must 
confonn to the requirements of any School Land Board administrative rules on this subjecL Royalty may not be reduced below the applicable statutory nlinimwn 

5. ROYA LTY PA Yl\IE TS AND REPORTS: AU royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set fonb in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the 

General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be recei,·ed in the General Land Office on or before the 
15th day of the second month succeeding the month of production, aecoiJ1lanied by lhe affidavit of the owner, manager or other authorized agent, COIJ1lleted in the fonn and manner prescn'bed by 
the General Land Ofl"lce and sho,.,'ing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas. together with a copy of all documents, records or reports 
conftrming 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, mnks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office nl3y require 10 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, summary 
or otl1er renlitllltlCe 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 thiny (30) days after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25.00, whichever is greater. A royalty payment which is over thiny (30) days late shall accrue a penalty of I 0"!. 
of the royalty due or S25.00 whiche•~r 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 Offrce 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 prcscn'bed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to prohibit the S111te's right of forfeiture as provided by law nor act to postpOne the date on which royalties were originally due. The 
abo,·e penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that ponion of the royalty in dispute as to fair market value. 

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas 
reserves underlying this lease or allocable to this lease and shall funtish said CollUllissioner 'vith copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within tlliny (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All otl1cr contracts and records pertaining to the production, transportation, sale and 
marketing of the oil and gas produced on said prenlises, including the books and accounts, receipts and d.ischarges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to 
inspection and exanlination by the Commissioner of the General Land Office, the Allomey General, the Go,·emor, or the representative of any of them 

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be subnlined to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud 
date, workO\·er, re~ntry, teiJ1lOrary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission 
fom\S for application to drill. Copies of well tests, COIJ1lletion reports and plugging reports shall be supplied to the General Land Office at the tin~e they are filed with the Te~as Railroad 
Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-descn'bed 
premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an elecaical and/or radioactivity survey made on the bore-hole 
section, from the base of the surface casing to the totll depth of well, of all wells drilled on the above descn'bed prenlises and shall transnlit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 
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(C) PENAL TI ES: Lessee shall incur a penalty whenever repons, documcms or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set by 
the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office. 

7. RET A I ED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been corrq>leted on the leased premises, 
Lessee shall exercise the diligence of a reasonably prudem operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and 
in marketing the production thereon. 

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises, 
EXCEPT {I} 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in 
oil or gas well as provided in Paragraph II hereol), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing 
pooled wtit pursuant to Natural Resoun:es Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each 
such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other goverrunental authority having jurisdiction. Within 90 days of a 
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 partial termination, 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated ponion of the leased premises as may be reasonably necessary for the cominued operation of 
the ponions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land 
O ffice, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease. 

(B) HORIZONTAL: In the event this lease is in force ond effect two (2) years after the expiration date of the primary or extended term it shall further tenninate as to all depths below I 00 
feet below the total 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 
term Lessee pays an amount equal to one-half{ln} of the bonus originally paid as consideration for this lease (as specified on page I hereol). If such amount is paid, this lease shall be in force 
and effect as to such deeper depths, and said temtination shall be delayed for an additional period o f two (2) years and so long thereafter as oil or gas is produced in paying quantities from such 
deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the fomt of a square with the well located in the center 
thereof. or such other shape as may be approved by the School Land Board. Within thiny (30) days after panial termination of this lease as provided herein, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy o f same, shall be filed in the General 
Land Office, accompanied by the filing fee prescneed 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 ninety (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 a.ndior 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. I fat any time after the effective date of the panial termination provisions hereof, the applicable field rules a.re changed or the well or 
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter 
allocated to said well or wells for production purposes. 

8. OFFSET WELLS: If oil and/or gas should be produced in conunereial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which "ell is within 
one thousand {I ,000) feet of the area included herein. or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial production from the draining 
well or the well located within one thousand {I ,000) feet from the area covered by this lease 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 d.rilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means 
necessary in a good faith effon to make such offset well produce oil and/or gas in commercial quantities. Only upon the detennination of the Commissioner and with his written approval, may the 
payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph. 

9. DRY HOLE/CESSATION OF PRODUCTION DURJ G PRJMARY TER!\1: If. during the primary temt 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 during the primary term hereof and after the disc~very and actual production of otl or gas from the leased premises such production thereof should 
cease from any cause, th.is lease shall not terminate if o n or before the expiration of sixty (60) days from date of corrq>letion of said dry hole or cessation of production Lessee conunences 
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 term or 
within sixty (60) days prior thereto. • dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without 
further operations wttil the expiration of the primary tenn: and if Lessee has not resumed production in paying quantities at the expiration of the primary tenn. 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 under Paragraph 10. Should the 
first well or any subsequent well drilled on the abo,·e described land be corrq>leted as a shut-in oil or gas well within the primary temt hereof, Lessee may resume payment of the annual rental in 
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the fat lure to 
nuke such paymen~ this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises payments may be 
made in accordance with the shut-in provisions hereof. 

10. CESSATION, DRJLLING, AND REWORKJNG: If. after the expiration of the primary tern\ production of oil or gas from the leased premises, after once obtained, should cease from 
any cause, this lease shall not tcnninate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without inteiTUptions totaling more than sixty (60) days. If such drilling or reworking operations result in 
the production of oil or gas, the lease shall renuin in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well 
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease 
will not terminate if the Lessee conunences additional drilling or reworking operations within sixty (60) days after the con11letion of the well as a dry hole, and thiS lease shall remain in effect so 
long as Lessee continues drilling or reworlcing operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice to 
the General Land OOice within thiny (30) days of any cessation of production. 

11. SII UT -IN ROYAL Tl ES: For purposes of this paragraph. "well" means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil 
and gas. If at any time after the expiration of the primary temt of a lease tha~ until being shut in, was being maintained in force and effec~ a well capable of producing oil or gas in paying 
quantities is located on ~te leased premises. but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable marke~ then Lessee may pay as a shut-in oil or gas 
royalty an amount equal to S I 0.00 per acre, but not less than S I ,200 a year for each well capable of producmg oil or gas in paying quantities. To be effective, each initial shut-in oi.l or gas royalty 
must be paid on or before: (I) ~te expiration of the primary tern\ (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling 
or reworking operation in accordance with the lease provisions: whichever date is latest If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the 
payment shall extend the tem1 of the lease for a period o f one year from ~te end of the primary temt, or from the first day of the month following the mon~t in which production ceased, and, after 
tlta~ if no suitable production facilities or suitable market fo r ~1e oil or gas exists, Lessee may extend the lease for four more successive periods of one {I) year by paying the same amount each 
year on or before the expiration of each shut-in year. 

12. COM PE SA TORY ROYAL Tl ES: If, during 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) feet of the leased premises and corrq>leted in the same producing reservoir. or in any case in which drainage is occurring, the right to continue to maintain 
the lease by paying ~te shut-in oil or gas royalty shall cease, but the lease shall remain effecti,·e for the remainder of the year for which the royalty has been paid. The Lessee may maintain the 
lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which 
is corrq>leted in the same producing reservoir and within one thousand {1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginning on or 
before the last day of ~1e month following the momh in which ~1e oil or gas is produced from ~te well causing the drainage or that is completed in the same producing reservoir and located within 
one thousand {1 ,000} feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an 
amount equal to the difference within thiny {30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner. and with the Commissionel's written approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 5 
of this lease. 
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13. EXTENSIONS: If, at the expiration of the primary tenn of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon in good faith and in a good and worlcrn3nlike manner, Lessee may, on or before the expiration of the primary tenn, file in the General Land Office written application to the Conunissioner 
of the General Land Office for a thiny (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less 
and Six Thousand Dollars (S6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thiny (30) day period from and 
after the expiration of the primary tcnn and so long thereafter as oil or gas is produced in paying quantities; provided fwther, that Lessee may, so long as such drilling operations are being 
conducted 1113ke like application and payment during 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 long thereafter as oil or gas is produced in paying 
quantities; provided, however, that this lca.se shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary tenn unless production in 
paying quantities has been obtained. 

14. SE OF WATER; S RFACE: Lessee shall have the right to usc water produced on said land necessary for operations hereunder and solely upon the leased premises; provided, however, 
Lessee shall not use po13blc water or water suitable for li,·estock or imgation purposes for water nood operations without the prior written consent of Lessor. Subject to its obligation to pay 
surface 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 uansponing and marketing the 
production therefrom. such use to be conducted under conditions of least injury 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 surface damages occurs. 

IS. POLLUTIO ' : In dc,·eloping this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal 
.-etlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to pn:vent spillage, seepage or groWld water contamination. In the event 
of pollution, Lessee shall use all means at its disposal to n:eaprurc 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) UB I ERG ED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or suppon vessels, production platform. crew or supply 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 uaffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms is strictly prohibited and may subject a State ofTexas lease to forfeiture.• Such statement shall be in lettering of at least l " in size. 

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

(D) PENA LTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture 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. IDEI'ITIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-fi,-e (25) feet from each well on the premises co,·ered by this lease, a lcg~ble sign on which shall 
be stated the name of the operator, the lease designation and the well nwnber. Where two or mon: wells on the same lease or where wells on rwo or more leases are connected to the same tank 
battery, whether by individual now line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified 
at all times, either by a fmnly attached tag or plate or an identification properly painted on such line at a distance not to exceed thn:e (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification markers shall be maintained in a legible condition throughout the tem1 of this lease. 

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the uansferor to properly discharge its obligation under the lease, including properly 
plugging abandoned wells, n:moving platforms or pipelines, or n:mediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commissioner of the 
General Land Office. The Commissioner may require the uansferee to dcmonsuate financial responsibility and may require a bond or other security. All ua.nsfcrs must reference the lease by the 
file nwnber and must be recorded in the county where the area is located, and the recorded uansfer or a copy certified to by the County Clerk of the county 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 prescnbed 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. Evety 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 uansfcree 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 when: this area is sitttated 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 fee prescnbed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such n:linquishment or cenified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. LIE : In accordance with N.R.C. Section 52. 136, the State shall have a first lien upon all oil and gas produced from t11e area covered by this lease to secure payment of all unpaid royalty 
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other 
applicable statutory lien, an express conuactuallien on and security interest in all leased minerals in and exuacted from the leased premises. all proceeds which may accrue to Lessee from the sale 
of such leased minerals, whether sucb proceeds are held by Lessee or by a third party, and aU fiXtures on and iJl1lrovements to the leased pn:mises used in connection with the production or 
processing of such leased nunerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any co,-enant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without coun proceedings 
10 the lll3nner provided in the Title I, Chapter 9 of the Tel<Jis Business and Commerce Code. Lessee agn:es that the Commissioner may require Lessee to execute and record such insuwnenlS as 
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby representS that there are no prior or superior liens arising from and relating to Lessee's activities upon the 
above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time dctennine that this representation is not true, then the Commissioner may declan: tl1is 
lease forfeited as provided herein. 

20. FORFEITURE: lfLessec shall fail or refuse to make the payment of any sum within thiny (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any 
false return or false n:pon concerning production or drilling, or if Lessee shall fail or refuse to drill any offset -.ell 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 n:poru 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 n:fuse the proper authority access to the records penaining 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 of any well, 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 of the facts which authorize a forfeiture, and when forfeited the an:a shall again 
be subject to lease to the highest bidder, under the same regulations controlling the original sale of leases. llowever, nothing herein shall be construed as waiving the automatic tennination of this 
lease by operation of law or by reason of any special limitation arising hen:under. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another 
intervene upon satisfactory evidence to the Comntissioner 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 n:lative hen:to. 

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

21. APPLICABLE LAWS AND DRJLLING RESTRJCTIONS: Tbis lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Office governing drilling 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, rules, regulations, orders and ordinances that may affect operations Wlder the provisions of this lease. Without 
limiting the generality of the foregoing, Lessee hen:by agrees, by the acceptance of 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 Resources 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 of navigation or other purpose 
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incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61 .117 of the Texas Water Code, but Lessee shall 
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the 
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged 
bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for furure construCtion, whichever is nearer. 

23. REMOVAL OF EQUIPMENT: Upon the tem1ination of this lease for any cause, Lessee shall not, in any event, be pemlitted to remove the cas ing or any pan of the equipment !Tom any 
producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written 
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment. m:llerial, machinery. appliances or propeny owned by Lessee 
and used by Lessee in the development and production o f oil or gas therefrom until all dry or abandoned wells ha '·e 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 !Tom the prenlises to the satis faction of the said Commissioner or his authorized representative. 

24. FO RCE MAJEURE: Should Lessee be prevemed from complying with any express or implied covenant of this lease, from conducting dnll ing operations thereon, or from producing oil 
and/or gas therefrom, after effon made in good faith, by reason of war, rebellion, riots, s trikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so prevented, 
Lessee's obligation co comply with such covenant shall be suspended upon proper and satisfactory proof presented to ~1e Commissioner of the General Land O ffice in suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply 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 drill ing. reworking operations or producing oil and/or gas !Tom the leased 
prcnuses; provided, however, that nothing herein shall be construed to suspend the payment o f rentals during the primary or extended cenn. nor to abridge Lessee's right to a suspension under any 
applicable statute of this State. 

25. L EASE SECU RITY: Lessee shall take the highest degree of care and all proper safeguards to protect said prcnuses and to prevent theft of oil, gas, and other hydrocarbons produced from 
said lease. This includes, but is not limited to, ~~e installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points 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 State of Texas royalties thereon 
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. 

26. R EDUCTION OF PA Yr>IENTS: If, during the pri=ry tenn. a ponion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the 
School Land Board in accordance with Natural Resources Code Sections 52.15 1-52. 153, or if, at any time after the expiration of the primary term or the extended tenn. this lease covers a lesser 
number of acres than the total amowu descnbcd herein, payments that are made on a per acre basis hercw1der shall be reduced according to the number of acres pooled, released, surrendered, or 
otherwise severed, so that payments decem1ined on a per acre basis w1der the tenns of this lease during the prinury term shall be calculated based upon the number o f acres outside the boundaries 
of a pooled unit, or, if after the expiration of the primary tenn. the number of acres actually retained and covered by ~s lease. 

27. SUCCESSORS A 'D ASSIG S: The covenants, conditions and agreements contained herein shall extend to and be bindmg upon the heirs, executors, administrators, successors or 
assigns of Lessee herein. 

28. ANTIQU ITIES CODE: In ~~e event that any feature of archeological or his torical interest on Permanent School Fund Land is encowuered during the activities authorized by this lease, 
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701) 
and the Texas Historical Commission (P.O. Bolt 12276, Austin. TX 78711) so that adequate measures may be undenaken co protect or recover such discoveries or fmd ings, as appropriate. Lessee 
is expressly placed on notice of the National Historical Preservation Act 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. (Vemon 1993 & Supp. 1998). On s tate-owned land not dedicated to the Pennanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a project 
locac.ion. An archaeological survey might be required by the commission before construction o f the project can commence. Further, in the event that any site, object, location. artifact or other 
feature of archaeological, scientific, educational, cultural or his toric interes t is encowuered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas 
Historical Comnussion so that adequate measures may be wtdertaken to protect or recover such discoveries or findings, as appropriate. 

29. VENUE: Lessor and lessee. including lessee's successors and assigns, hereby agree that venue for any d ispute arising out of a provision of this lease, whether express or implied, regarding 
interpretation of this lease, or relating in any way to ~s lease or to applicable case law, statutes, or administrative rules, shall be in a coun of COf1'4>C'tent Jurisdiction located in Travis County, State 
of Texas. 

30. LEASE FILING: Pursuant co Chapter 9 of the Tex. Bus. & Com. Code, this lease muse be filed of record in the office of the County Clerk in any county in which all or any pan of the 
leased premises is located. and cenified copies thereof muse be filed in che General Land Office . The prescnb ed filing fcc shall accompany ~~e certified copies sent to the General Land Office. 
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Jl. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is tiled of reconl in the county records and in the General Land Office of the State of Texas. 

-o 
cu 

z u.. 
II) 

......., 
~ >J 

(1) 

u.. 0 

LESSEE 

BY: _____________ _ 

TITLE: _____________ _ 

DATE: _____________ _ 

REOF, wimess the signature of the Commissioner of the General Land O ffice of the State of Texas under the seal of the General Land Office. 

>-co 

COMM ISSIONER Of THE GENERAL LAND OFFIC E 
OF TH E STATE OF TEXAS 

APPROVED 

Contents 
Legal 
DC 
Exec 

STATE OF _ _ ________ __ (CORPORATION ACKNOWLEDGMENT) 

C OU TYOF ___________ _ 

BEFORE ME, the undersigned authority. on this day personally appeared ____________________________________________ _ 

knoY.n 10 me to be the person whose name is subscnl!ed 10 the foregoing insllllmen~ as _______________________________________ o f 

------ --------------- - - ------------'and acknowledged 10 me that he executed 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 _ ____ _ dayof _ ______ ______ ~20. _____ _ 

Notary Pubtic m and for __________ ___ _ 

TATE OF __________________ _ (I DIVIO AL AC KNOWLEDGM E T) 

CO TY OF _____ _________ _ 

Before me, the undersigned authority, on this day personally appeared _ _ _ ________ ___________ _ _ 

known to me to be the persons whose names are subscnl!ed to the foregoing instrument, and acknowledged to me !hat they executed the 
same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the. ____ __ __:day of _ ____ ____ _ _____ _, 20. _______ __ 

Notary Public in and for _____________ _ 
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February 22, 2005 

Mr. Danny Foster 
C. Danny Foster Petroleum Land Services, Inc. 
P.O. Box 1700 
Clinton, Mississippi 39060-1700 

Dear Mr. Foster: 

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 C. Danny Foster Petroleum Land 
Services, Inc. was the high bidder on MGL. No. 65, which has been assigned the lease 
number M-104580. 

The lease agreement for State Lease M-1 04580 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(B), which requires operators to submit written notice of all 
drilling, production , and related activities. When lessees file specific forms with the Texas 
Railroad 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 B. Hatter, Director 
Mineral Leasing Division 





_lliLE 234~9 _______________ ___ 

Lun Form 
Ruit~d 10199 
S u.nt)'td Sc.bool L.aod 

~ustin, W:exas 

O IL AND CAS L EASE 
NO. M-10~580 

BOiH{ 7 0 3 PAGE 

W lt£ 1t£AS, pW"!Ll:IIU lO the Texas Natunl Resources Code Chapters 32, Jl, St, ark.! CNptc r S2, Subchiptc.rs A· O and IJ , (said Code bcull hcrcu101l1cr rcfcncd to as NRC), a!Jjj SubJeCt to all 
rules and regulations promul&ated by the: Conrnisnoncr of lhc Ger\Cnl Land Offtcc and/or lhc School land Board purswnt lhc:rc\0, and all od~er apphc:ablc statutes a.oJ amendments \0 ntd 
N.R C.,lhe foUO'IAI:LOB area, IO·'Nit: 

WEST ONE-IIALF (Wn) OF S ECTION <1 , BLOCK Sll, f UULIC SCIIOOL LAI>' D SURVEY. REEVES COUNTY, T EXAS, CONTA IN INC APfROXIMATELY 119 ACRES, AS 
S IIO WN ON TilE O FFIC IAL M AP OF REEVES COUNTY, TEXAS NOW o,~ FII.E IN Ttl E TEXAS GENERAL LAND OFF IC E, AUSTIN, TEXAS, 

was, a:f\.cr be in& duJy adve rtised. offered for lease on the 18011 day of J anuary, 1005, at 10;00 o'doc:'k a.m, by the: Cormlissioncr of the Ocncnll.aod 0£flcc oflhc S!.at.c: ofTe..u.s lOd the Scbool 
Larl!J Bo:ud of the State ofTcus, for tl)C .sole: and only purpose of prospcc:un1and dnJILn& for, and producm1 oil and/or &JJ that may be fOWld • nd produced hom \be above described a.ru, aod 

\V IIER EAS, al\cr aU bids anJ remiruoec.s v.tucb ,.ere rccel\'cd up 10 saki umc ba\e bcc11 d~y eorukkrcd by \be Comnissionu of lhc Oeotn.l Land Oftkc an4lbc Scbool Land Do&rd at a 
rcgub.r mectw& lhc.rcof 1U &be Ckoc.n.l Land Omc.c. on &be 18~ day or Jaauar')', 1005, hcre1Nf\cr lbc "effecU\C due:" aod 11 -~~ found and drtcntWd that C. DANNY f OSTER 
PETROLEUM LAND SERVICES, INC. v.hosc address i.s P.O. OOX 1700, CLINTON, MISSISSIPPI 39()60.1700 ~J otrcrcd lhe hi&bcst and but bid tor a leuc of tbc aru abo\c 
dc.sc:ribed and iJ, O~rcforc:, cnUllcd 10 receive I kuc: lhc:n:on: 

NOW, T HEH. EFORE, I, Jcny E. P;aucrwn, Commissione-r of the: GcDCr~l l.aQd Office: of the: State ofT~;.us, hctciNftu sometimes 1cfcrrcd 10 as "Lessor: whose addru.s LJ Austw.. Te.11.u. by 
wt\ac" of the aulhOrity vested In me: and Ia con.sidcraltan or the paymcnt by the bcrcimtkr dcsi~Ntcd Lessc:c, lhc swn ofT--.ury-Ooc Tbouu od Forty-Out A a d 19/100 OoUan ($11 ,0-1 1. 19), 
receipt of which is bcrc:by ad:nowkd&ed aod of the royattic:.s. CO\enaoLS. st1pubtiocu and conditions contained IJIJ hereby l lfcc:d &O be ~iJ. obscn-cd and pc.rfcmnc:d by Lcucc, do bacby 
demise, put,. lusc and let umo lbc above mentioned b...sdcr lbc:- u clu.snc ri&ht 1.0 prospect for, produce aDJ W.c oilaoJ/or cu fiom the: aforc:uad uu ..,00 the: (obowio& terms aDJ c:on.htioas, 
LO-Wit. 

1. H.ESEHVA'riON: TI1crc: IS hereby uceptcd and reserved 1.0 lessor 1.hc full usc of We property covered bcreby and aU n&bts wu4 rcspcc110 abc sw(ace and subsurface lbcrcoffCH any and 
all purpose, u cept lhosc cnntcd and to abc cx1cru hcrcUJ t~r.antc:J w Lessee, to&clhe r w1lh Lhc ria,hu of Wgrcs.s and caress and we of said bnds by Lessor aod iu minc:nllcssc:e.s, for purposes of 
c:1plorin1 f01and produc:in' !.he mincnls ~,~;hkb ate not coveted. or v.tuch rruy ncK be CO\'ttcd IJl We futwc:. W11Jcr the temlS or this lease, but twbicb nu y be kx:a~d w ilhin the surface ~nc:s 
o( Lbt lcucJ atcl All of the ri&hLS w anJ to the: kmd prerrisa rC:Uilf)(J by Lessor and all oflhc ns.hu an uJ lO the- koascJ ptc:nll$c:t p-aDtcd 1.0 L.csscc: brrean slu.U be uc:rt~d ao s...eh a nuonc:r 
lhat nciOKr lh.all unduly interfere wuh the opcnltOn.S oflhc: ~.nbc::r. 

1. T£Rt\ l SubJCCI IO the other provi$iorts I)CJCOf, 1hu lc:.lSC ~I"' II be: riX a c.crm of n,~ (5) )nn from the: dfc:cU\"C lb.tc: bc:rc:of(hcrc:m called "prUJu ry lc:nn") and n kln' lhcrc•t\tr 1.) 011 Of 

gu LS prod~.W.c:d m p.llying qwntilies f1010 uid area 

J. DELAY H.ENTALS. If no v.cllas conllltocc:J on lht bod hereby leuc:J on 01 before c.hc: aM.hc~ry due of this lcuc, !his lc:ue: s~IJ tcrlllUU.tt u co bolb putle$ unk~s lhc LcSSc:c on or 
before uiJ !.Ute: shlU pay 01 teDikr 10 lhc Con•r~SWOC:f oflhc Geoctll LtoJ omcc: oftbc SLJtc o fTcAas at AUStUI, Tc:.us, the- amouol specified in the fl)lJo'Win& Kbcduk rnulup!KJ by~ 
nwrber ofacrc:J ia abc prcmiJc.s, 'ttrbkb s}Qtl opcr~tc: u a rental aod CO\er the pnvikge ofdc(c:ffi11.11hc conncoccrnent ofa \loC:U for t--. ch~ ( ll) moDtlu fiom JJk.i d.Jtc: In lil.c tn.tuncran.J upoo 
p~ymcnu or tcndc:n ofarrouou sci OUI mlbc follo\lo'lnl scbcdWc, the eomnc.nc:c:ment of~"'" nvy be fwthcr deferred for a hl.c pc:noJ of the nmc nunbcr of months 

Annhtrnry puc Dd:ay Rental ocr A('rc 
F."tl 5 lOO 
Second S S 00 
Third S2S.OO 
Fourth SlS 00 

-4. l"flODUCTION ROVALTif..S. Subject LO lhc PfO\'UJOns for ro)'lh)' rc~ucttans Set out U1 subparagnpb (I!) of this pangnph ~.upon produc:uoa ofo1l and/or ps,lhc Lcucc 1pee~ \0 p~oy 

or cause to be paiJ to the Conwnn10nc:r of the: Ocnc:ral Land Office: W Austin. Tuas, for the Y.SC and benefit of the State o(Tuas, dW'in¥ !he term hereof: 

(A) 0 11 .. : As a roy.. lty on oil, which Is define-d u intludina all bydrourboOJ produced in a liquid form at o~ moulh of lhc well and also all condc.ru.atc, d.tstill1tc:, ~ OfJK:r liquid 
hydrocarbons recovered from oLI or pJ run throu,h a se~r.a10r or other eqwpaknt, as hcrc:iNftcr pro\ided. II~ pan of the puss production or the mul ct nluc tbc:rcof, 1t lhc optioo of tbc 
lc:uor. JUCh \'ll~o~e co be: dc.tc:nr&Ded by I) lhc: hilhc:st posted price. plu.s prc:miwt\ If any. offc:JCd or paid for oll, condcoutc:, distilbac, or cAAcr hquJd b)~rbons, rcspccavcly, o(a tile type aud 
&Dvity Ln lhc &encr~l area \lobcre produced and when run. OC' 2) the hi&bc:Jttnu\.c:t price lhc:reof offered or paid U'l the acnc:nl area >wbcrc: produced and "Abu nm., OC" l) the pass PfVCcc:ds of \be 
sale \hereof, V~hid~e:\·cr is the 11euc:r. l.cu<c: a pees IN.t before any cu produced from the t.nd hereby kucd lS sold. ~or piOC.c:Skd ao • pb.nt,. it wiU be run &ec: or cos1 eo Lc.sJor Llvouch a.D 
adequ.ate oLI atkJ cu scpan1l0r of com·cntionallype or other equipment at least as cfficic:n1 \0 the end lha1 allliqWd hydrocarbons tC:CO\'tn.blc: front the PJ by sueb nlr:aas wiU be tC:CO\'trc:d. Upon 
written cotlkut oflessot, the requbemc::nt that such cube run lhrouah such a scpanuor or other cqu.ipnlr:nt IN)' be wahed upoo such tcnns and c:on4itioru as prucn'bcd by Lessor 

(U) NON-PROCf SSEU CAS: M a ro) alty on any su (Lneludln& n~red au), wtuch is dcfin.c:d u all hydrocubons and cuc:ous subsu.nc:cs ooc dc:(LnC:J u oLI in subp1111p1ph (A) abo\c:, 
produced from aoy well oo said b.nJ (ocept as pro\'Wc:J bc:rein ,.ilh respect to su proccss.c:d Ull ptJ.nt for the utnctWo of psolinc:, hqwJ hydroc:ltboWi or other produeu) 114 pm of the poss 
production or the mulct ~luc thereof, at lhc opuoa of !he: Lessor. sucb \-aluc: to be: buc:d oa the h1¥hc.st m.atlc:t poc.e pad or offc~td for cas of ecw::q».rablc qu;atity i.a tbc &eocnlazc:a 'khae 
proJuccd anJ .,..bc:a nm.. or the CJOU price paiJ or offered u. l.b: producer, '4hiChc:\Cl' iJ puLer pro\l<kd lhat the: mu im.am pcmurt buc iD nlC.Uurin& the pJ UDder Ibis kut cootn« shall DOt at 
any un"M: uec:c:d 14.65 pouoJ.ll per ~quare: Lnc:h absolute, aDd the: stan.bJJ buc: tc n1Xnlwc •h:.t.U be su.ty (60) dc:JJCU F&lvc:nhcit. ccmeCiton &o be made: for prasun: acc:otilin& \0 Bo)'lc's Uw, 
and for spcdfte gra\icy accordmcto t.cst mo.de by d~ DabDCe Method or by the most app10\cd method of tcsun& bcul& used by tbc lndusuy at the:~ o( LC.Stin& 
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(C) PROCESSED CAS: AJ a royalty on any au proc:uxd in a psollne plant or other pltnt for the rtco~ry of aaJollne or other Uqufd hydrocarbons, JL! part of the raiduc: 111 and the 
liquid hyd.roe~rbons utncttd or the: m~rktt vtlue thereof, at the option of the lc.J:Jor All royalriu due herrin shall be based on one hundred pc.rccnt (100%) oflhe total plant production orresiduc 
J IJ l ttn'butable CO p.J produced from this lu.u, and on fll\y ptrt.UII (SO%) Or that pcrt'tnl ICC'ndn& 110 l.c.ss«, ""hkhevtr ft the 1ft-I ter, of the IOta I plant rroducboa of liquid hydroc:ubons,. 
actri'but.able 10 the cas produtcd &om thb lease: provided !Nt if liqu.kS hydrvc:arbons arc rtcovtrtd from JU procnstd in a plant in whic.h l.Lsiet (or its p~rcnt. tubsid.ilry or affiliate) owns an 
inttrtil. then the pcrtcni.IJC appliablc: IO liquid h)-droc.arbons shall be Afty percent (S~~) or the hiahHt ~rccn1 a«.ruinJ to I lhfrd party procmina ps lhrouJh such plant unckr 1 procw:anJ 
aere:c:mcnt neaotll!ted at ·~· ~n&th (or if there it no suth third pany, the: hi&hcst pcrtcntlhcn be ina spec:ificd in pnxwin&•trtcmcnts or contntctsln the industry), whichevcr is lhc p1ter. The 
rupcctivt ror-fti('J on rtsidue gu and on liquid hydroc:~rbons shall be dctemlincd by I) the hi&heJt nurkct price p:aid or offi:rtd for any JIJ (or Uquki hydrocarbons) ofco~nble qu:ality in the 
&encrtltrel or 2) the Jf'OJJ price p:aid or offered for such ruiduc &•-' (or lhe weiahted t \-CtaJe Jf0$1 selling price for lhc: rcspccti~ gndeJ ofhquid hydrourboM~ ""hkhe\'tr iJ the paler In no 
C\'ent. hov.'tvcr, shall the royahieJ ~yable under this ~np1ph be lc.sJ than the royaltiu V~hich .. "OUld have b«n due had lhe IIJ noc been pm«Utd. 

(DI OTIIER PRODUCTS: AJ a ro~,IIY on carbon black. sulphur 01 any olhcr l'fOduciJ l'fOduced or mtnuractured rrom p1 (ucoprin& liquid h~rocarbons) •bc:lhcr s.ud g•s bc: 
"mintbc:ld." "c!Jy" or lny Olh<r gu, by rnction.aring. bum ins Or any other procmlns. J.li pan or gross producoion or such products. or lhc mark<l volue lh<r<nr, 11 the ophon or l.mor, Juch 
m:ukel vtlue lobe determined u foUows : 

( I) On the baJIJ of the hiahe.Jt m:arkct price of each pn>duct. dunns the umc month fn which such product i!l produced. or 
(l) On the bub of thr: avcr1ac poss sale pri« of each J'")ducl for lhc Ame n'OI'Ith ln •hk h such pmch~eu ~~ prod-uad, Yrhiche~r is the pcater 

(F.) VA RIARL£ ROVALT'V: (i) Subj«t 110 the other proviJton.t ofthit lean,'' iJ hereby proviJed th:at in the event pfOd~M:tton in paytna quanhltes Is es11bllshed punuan1 to the tenm of 
this k ue and such production is brouahc an line and SIICJ thtreoftre comncnetd within elahtccn (18) months o(thc cff«tive elate hcrrof,lhc royalty nlc provided hc.rcin s~ll be ~duced 10 
2()-/., 1nd shall apply to each subsequent well drilled t nd produced on the land CO\'trtd by thlt lease Provided that. if durina such ei&bteen (II) month term durina •hk:h Lessee nwy nm a 
reduced royalty ntc of 2~~ t J hc~in provided. l..cJsce .should drill in &ood faith and c:Orf11Jclc the rnt -.ell u a dty hole on lhc land covtml by thk lcax, Lusce may ~ivt: a three (l) rn:JCUh 
utension or the ltrm in lkhic.h to cam a rcduttd royalry ntc by aiYinl nodc:e 10 the Convnu:s;oncr of the Gen<~l Und omcc, cormxncins drilltnl opcnrion.s on 1n tdchtional •ell rrior 10 the 
uplntion or such three (l) month period and pro!ccutin& dlliac:ncly and In JOOd faith lhc drilhn& of such addiriorulv.·cll and COftl)lc:rina Arne: so that produc6on 1n paytnl quantir~es b csubhshcd 
and to lhatauch producdon iJ brouaht an line and ules thereof tre conwnenccd prior to the expiration of such lhrce (J) month utension period 

(ii) In the t\'tnl production in payina qwntiti~ iJ CSI:IIbhshed purswniiO the km'd ofthlJ kue •nd such produc.tiott is bfOuaht on line 1nd AICJ thereof :are conmcnced ttkr the npinrion 
of eiahtecn (II) montM f'rom the erfc:ctivc date hereof but priof to tht: e'-pinhOII Oflwenty·fOUt (l•) maoths 6-om the efTcetivc date hcTcof, dt(: royalty n lc PfO\-llkd hcrc1n shall be reduced 10 
ll S'/, and shall appty ~each subwqutnt " ·ell dri1kd and produced on 1hc land coYCred by lhiS leu~ .. Provickd that. if durinssuch siA (6) mon1h tmn durins ... hk:h l.usce ny um t rtduc.td 
royalry rite of 22 . .S'~ u hc~in provided. l.es.s«: should drill 1n sood faith and COfl1)1ct.e the fint v.'tll as 1 dry hole on the bnd covtred by this ~uc, Lcute nw.y ft'Cctvc 1 thru (l) month 
utension or the te:nn in whk:h to cam a. rtduc:ed royalty nte: by aivina notice 10 the Commissioner or the General Land omce, commencina dnllina Opcl'1riom on In additional .... eu prior to the 
cxpintlon o f such three (l) month pcriod :and ptoJ«utin& dill&cnlly and In JOOd f1ilh the driiUna of such lddtuonal well and COfll'lelina same so WI producbOn in p1y;n1 quanhtia iJ n13blishcd 
and so lhlt such production Is bf'OUiht on line and sales lhcrrof ·~ comncnctd prior 10 lhe e~intion of such thtu (l) month utcnsion period. 

(F) NO DEDUCTIONS: l.cutt asrc:cs lhlt all roy1ltiu accruinJIO LcsJOf under tJuJ leaJC shall be w1thoul deduction for lhc: cost ofproducina. tnnspot1tnJ. tnd othtrv.tK ""k.tns the oil. 
aaJ and other producu produced hcrt:undtr ready for sak: or use. 

(C) ROYAl. TV IN KIND: NOiwfthstandinstnythina conlllncd bcrcin to the concnry, Lusor may, tt its option. upon not kss thin 60 tbys ootice 10 Lcmt, require: 111ny rime or from 
rin &o lin tlut p;~ymcnt of all or an y roYJltin accruina to Lessor under thiJ leaK be rradc in kind w;thoul deduction lOr the cost of rrodudna. plhcrina, storinJ. SC'plnrin&. D't:ltinJ. 
deh)'dntina. to~rusina. proc.cssing. tnnsportin& and ottwrwtJC nakina the oil, ps and other products produced hcrwnder rudy for nle 0t usc. l.esJO(s nJht to uke •ts ru)'11ty tn kind dill! nol 
diminish or nca1t.e l.c.uor't ri&hts or Lessee's obliptioM. whether uprc:u or .,_.,heel unckr ttuJ lease 

(II) PLANT FUEL AND RECYCLED GAS: No ro)'ll!y shall bc: pa)'lble on any liS a.o rnay n:pn:senl this lca<c:'s proponlonalc sharo ohny IIM:I.,.<d 10 proc:wsas produced bc:r<undcr 
In •ny protwtns pbn1. Notwilhstlndina :anythina contained htrcin to lhc contnry, •nd tubjcet co the consent in writ in& of the Commissioner or the Gencr1ll.And Offi«. Lcncc ~Y reeydc I" 
f'o< pt lift purposes on lhc leased premises after lhc: IOjuid hydrocarbons conoaln«< in lhc ps have bc:en r<ITOY<d, and no ro)'lltlu shall bc: payable on lhc: ps JO r<ey<l<d lOibi NCb 11m< as lhc 
s.ame m:ay chc-rtttkrbc produced tnd told or used by Uuee in such m:afU'ICr u to cnhlk Lcnor to a royalty d'M:ft'On undn lhe ro)'11typro\'l:SM)ns of lhas !cue. 

(I) MIJ"ooi MUM ROYAL TV: Ourinaany year •ncr the e'pinrion of the priJN ry ltnnofthit lcue, ifthiJ k:ase is m:atntatned by produc.oon, the royaltlf'J ptid to Uuot''" no evcnc shall be 
ten th:an an amount equ:llto SS.OO per acre; otherwise, Lhcre shall be due and payable on or before the: laJt dly of the month succeed ina the ~tmivtrsary date of thb lusc t sum tqualto SS.OO per 
tcrc k:" the amount of royaltiu p:aid durins the: prcccdin& year 

(J) MARGINAl. PROOUCTlON ROYALTY: Upon Lcnce's 'ATltltn apphcation., the School Land Board rrey reduce the ro)'11hy nr• HI out in th•t r•~Jnlph :ancl.'or the minimum 
ro~IC)' Kt out in Subptt1p1rft A tn 10 ot._tcnd lhe econcrmc hfe of th~ ks~ tnd cn::ounce I«<~'tf)' of Oil or &U that mi&hl othcNrist rt:rratn MtwttO\·«t.J Any such fO)"Ihy f'tduc:rion trmt 
confom1 10 the rcqwrcment.t of any Schoolt...nd Board adrruniJtnrivc rults on lhtJ tubJ«l Royalty may no1 be rtduced below the 1pplicabk: Jt:atutory minimum. 

5. ROYA LTY PA VMENTS AND R EPORTS· All ro)'llli<s nolllkcn in kind shall bc: paid 10 lhc: ConwniSJioner orlh< Gencr>l l.and Orfrce al All'lin, Tnas, irr the (ollo"""l n-.nner: 
Payment ofro)'31ty on produc:lion of oil :and ps shall be 11 rrovickd in the rutc.s tel forth In the Teus Re,Utcr. Rules eumruly provtdc mac ro~lty on orl is dut and J'I'IU$1 be rtah~ in the 

General land Otr.ce on Of bttfore the: Sth clay of the soecond month succetdin&lhre m)nlh of pt0d\11Crion. and ro~lty oa psis due tnd rraat be rtteived in the Ocne"ll.and Otr.cc on or before the 
1 Sth day otlhc JtCOnd month succc.cdina the month of prodUC'rion. ICCOff1Nnkd by the a IT Mil vii of the owner, nn.asc:r or other 1udtoriud •ac-ne. COfT1)kt.ed in the form and nwnncr prc-5Cribcd by 
the Oencnl Land omce and shov.ing the JTOSS armunt and dl.lfl051tion of Ill otl tnd &11 produced and the nwfkct value of the <Hllnd IU. IOICthcr wtth. copy or ' " docwncnu. m:ord.s Of n-poru 
confirmlnathe 1rcm produttion, disposiHon and rnuket value inc: ludin&IIJ n'ICtcr rcadin&'· pipeline: reccipu. au line rccelpu and other checks ot memoranda of •rrounc produced and put into 
pip(linu. t1nb, or poolJ and pJ linc.s or p.s stora&e. and tny other reports or rtc.ords v.-hich lhc: Gencnl Lind OI"Rce m:ay require ao verify the: arou rroduction. dt'IJO'ition and narkt1 vatuc. In 
all CIJC:J the IUthority Of I n'Cinll&tf Of a&Cnt to ICI for the ~ hcn:rn fl"'U\1 be filed in the (icncnl land Qmct Elch royalty pa)'mtnl shall be ICaJtll'l11tfd by I check stub. tthtdWc, twrmary 
or-·,.,.,,.,.,. advice showins by lh< auip><d Gcnmll.and omce lean nurr«rlh< ·-or IO)'II!y bc:ins paid on <1ICh lease. I( WI« pays his royol!y on or bc:r ... dnny (JO) da}, aftc:r 
the royalty payment wu due, then LHs«: ov.cs a penalry ofS% on the royalty or SlS .OO, • hic.hner iJ p-catcr A royaltypaymcnt .. mch iJ onr ctnrty(JO) d.ayslateshln accrue a rcnalty of 10% 
ofthe royalty due or SlS.OO "'hichcvu '' &ft.ller In addicion 10 a penalty, royalhtJ sh.all Ktrue lntcru:t1t 1 nle of 12Y, per yn r, such interest w1ll Main ac:cnuna whtn the royalty is si11.ty (60) 
da)'1 overdtte AffKbvitJ and tupportinc documc.nu which tre not filed when due sNit incur a penalty in an •mount set by the General land Offtc:e adninistnrivt NJc 'khiiCh is cffecti\-c on lbc 
cbtc when lhc atr.d.tYhS or s~ponina docwncnts wcrc due The Lessee shall bear all responsibility for payins or ausin& royaltks: 10 be raid u prescribed by the due dJte pmnded bcrcin. 
P.a)mtnt o f the delinqutnc.y ptnalty sh.all1n no way opente 10 prohibit tht: Sllt~'s risbt of forfeiturt u PfO'idcd by b w nor Kt 10 postpOne the date on "'hic.h royall.c:J "'ttc oria•nally due. The 
abo"'t penalty provUiom shill noc apply in ca.scs of title dispute u to the Sta te's portion o(lhc roy~lty or eo INI pot1ion ohhc J0)'"11ry in dispute u 10 fttr mar\.cl \'llut 

6. (A) RESERVES. CONTRACTS AND OTHER RECORDS: t...cs.1H shall annually n.miJh the ConmissKmer of the Gencnlland Otr.ce •ilh its best pouiblc estirntle or oil and P' 
rtservea ww:krlyinathis lcuc or 1Uoc:ablc to this lc:a$C and shall fUrnish sakt Comrntssionet whh copi~ of all contncts under whkh ps H sold or pnxCSKd and •II subsequent acrcemcats and 
tmcndroenta: 10 such contrsc.b -.ithin lhirty (JO) days after cnccnna imo or na\ins such ~oncracts,. tJfCemcnts or amcndmcnts. Such eontncts 1nd apttmc.nu v.hcft r«et\""Cd by the Genenl Ltnd 
Offrce sh>ll bc: held In conrrd<nce by 11M: Oerrcnl Land Offrc:e unless 0411<rwue alllhorizcd by Less«. All olhc:r COOin<IJ and records reruinina 10 lhc: produc-. .. _..doo. sole and 
mukettna of the oil and aas ptodurc.d on satd prcmisu. inc:ludina the books • nd accounts., n:otetpts tnd discbaracs of aU welts. tanks, pooh.. mc:\Crs., and ptpehncs shill at an hrnu be NJject to 
inspection and uarrination by tbt Comminioncr oflhc Gtncnl Land Offic.t, lhc Anomcy Gcncn1. the Go\'t:mor, or the: tq)teKnllth"t of any of them 

(0) ORil.tiNG RECORDS: Wrinc:n notice of aU operatioN on thU lcax 1hall be I'UbmJutd &o the: COtmliJsMJncr o(lhc Gencnl Und Orrtc:e by Lcuc:e or opentor fi\·c (S) days before spud 
~tt. v."Otkover, ~-entry, k~ry abandonment or pluJand 1bJndonmcnt of any •ell Of' •elb Suc:h wrin.c:a DOticc: 10 Lbc Gtnenll.And Ofrtc:c shan include copk:s ofbitroad Con-miss• 
rorms ror ai'PIIcarion 10 dnll. Copies or "'II I<Sis. cor,.,krion r<l")rrS and plucaioa r<l")rrS shall bc: "'!'Plied 10 lhc: Gmenll.and Oflia " lhc: lime lbc:y a .. filed witb the T ... n !Uilroad 
ConwniJslon. l.e:JJCe s~lls~ly the Gencnl Land omce •ith • ny rcconk. mcmonnd.a. KCOUnts, tq)Or'tJ. evrtitrp and corc:s. or OChu tnbmlltOn ttlatiw 110 Chc opcntioa afthc abow~d 
prcmist:J. •hkh may be requcsttd by the Cknct1l land Ofncc, in addition 10 those hcrcin uprcssly rrowidcd for. Lutee shall have In elcc.trialtndiOt radioactivity Sun"Cy muSe on lbc bore·bole 
sccdon, rrom the base of the surr.tcc cuina 10 the: total depthof.,..·ell, of all welb dnlkd on the abo\'c described prc:misu •nd shJII tnnsmit a tnaccopyofthc lot of each survey an uth wen 10 the 
Genenl Land Offite Yrithin tifteen (IS) days tftcr the rmkin& or nid suney 
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(C) P£NALTI ES: Lessee shill inc:w I penally whenever reports, doc::umc:nt.s or Olhcr ®te.ru.ts are not fikd "'the Gcncnl Land omcc when due. Tbe penally for Luc min& stWI be set by 
the Gcncnl Land Office ~;dmini.stnth·c rule which i.s ctfcc:Uvc on Lhc cbtc when the n~tcrUI.s >A Crt: due tn the: Ocncl'11 Land Offkc. 

7. RETAIN EO ACREAGE: Not'4itNundmJ any provision oflhu lease co the concruy, Jf\cr a -.ell producms or u~bk ofprodutUll oil or KU bu been ~kiCd on lhc kuc.d prclfU(s. 
Luscc stu.U ucrcisc lhc: d.Jiigcncc of a ru.sonably pNdcnt open tor in drilli.o1 such addttioul v.eU or wells u mill)' be rca.sombly n«c.sAry (Of the proper dc \-caopment of r.hc lcucd pttmisu aod 
in m~r .. cting lht p~uctioa thereon. 

(A) VERTICAL· In the cvcntlhiJ lwe iJ in forte and cfTCCIIWO (2) years after the expanrion d.JIA: of !he pnmary or cucndcd ltnn 11 shill then ICmunaiC as 10 all of the lcaJCd prcnwcs, 
£XCEP r (l) 40 acres IWTOWldin& each 011 "'ell capable ofptod~ing in payma qu.aiiiiiiU •nd J20 • c:rcs SWTOWKIIO¥ each g;u well capable o(producin¥ m payma quanuucs (mcluding a shut·m 
oil or &as wcllu provided in Pan~:nph II hereof), or a well upon wh~eh L..e.ucc iJ lhen cnaaacd ia C<MUinuou.s drillina or rcworkina opcr1tions, or (2) the nwnbcr ofacrtt inclt.Kk:J "'' produdna 
pooled wm punuant w Natunl Rcsou.r<:cs Code Sections Sl ISI-S2. 1Sl, 01 (l) sr.ach &rutcr or lcs.scr nwrbcr o facn s as nli&y then be 1Uoc.atcJ for ptoduction purposu &o a prontion unit for u ch 
such producin& .... ell Wider Lhc Nlcs and rcsu.Luicnu o f lhc R.Jrltoad CommWaon o fTuu. or any succcuor •&cncy, or other &0\e mmcnul authority b.avin& jurisdicuoa Within 90 Wys ora 
palllill tcnnu•o~tion of \hiJ ka.sc in ICCOI~DCe with &Jus S~VJph and upoo p~)n~nl O(lbc minimum filinJ fcc SCt by Ocncnl laud Omcc ruleS &n effect 11 \he bmc of \be puwl tc:rmiJUUOO. 
Lcucc sNII hl\'c Lhc ri&ht ao obt.lin a swfacc lca.sc: for in&JcSS and ccrm on •nd acrou lhc: tcnJW'Iatcd pomon of the k:akd premises as rNy be: tca.sonably nccCU~~ry fof tbc conunucd opc.n uon o( 

the poniottS o r the lease rem;,urunJ in force and ctrecL If Lessee fa ils co apply (Of a surface k<UC widun the 90 day pcnod spcc.ificd l bo\c , Lcucc rnay apply !01 a Jurfau kuc &ora the Land 
OIT~c. but the Land Comnusioncr h.u the discretion &o &nnt or deny such appbcatton 1nd &o set the fee for such surface kasc 

(0 ) IIORIZ.ONTAI .. ; ln ll~ event lhis ltase is tn forte and ctftcttv.o (2) years after 1hc: upinluon datt of the primary or exttndcd 1enn II shall funhcr tcrmmate u 10 all depths bc~w 100 
feet below the tot.al dtplh drilltd (herei.n3ftc r ·deeper depths") in c1ch well located on acru&c rctainf:d in Panaanph 7 (A) ab<wc, Wlless on or be fore rwo (2) years aRtr the pnm.uy or cx\endcd 
1en11 Lcmc pays an amount cquaiiO ooc·hilf(ln) of the bonus originolly piid 11 coruidc111ion for !Ius lmc (u Jpccificd on P>E< I h.,.oQ If such amounl is p>1d, lluJ lcuc shall be in fOrte 
:ultJ effec t as 10 sucb deeper dcp\hs, anJ Nid tcrrnin.ollion shall be dd~)ed for an addilional period o r rwo (2) ) UI'S aod so looa there~ ncr u orl or au u prod~d in payinc quanut.es from such 
deeper depths covered by \las k~ 

(C) IDENTIFICATION AND .. ~lUNG: The sw(Oite at rct&e rc~uxd bcreunJcr as \0 c.Kb ....-cU WU. u nu rly as pnc.ua~ be UJ ~form o h squve with lbc oweU b::tlt:d in the c:enler 
thereof, o r suc.b other sb.Jpc a.s rNy be appro\ed by the SthoollanJ BoarJ. \Yuh~a 1hU1y (JO) cb)"Stft.cr ~rti.iiiCI'lTaiUiion ofdus kasc u prvVIJcd here in. Lcuce stuU uecutc ud rttOrd a 
rckuc or rcltuu conLiwin& a s:ui.sfacwry lcpl desc nprion o f lhc acrea&:c aod!Ot depths DOl rcuincd hcrewxkr. Tbc recorded rek:asc, Of' 1 ccnaticd copy of sanlC, shill be filed iD die: Gcocnl 
Lind Office , acc.onl)anicd by the filin&: fcc prcscnbcd by lhc Gcncnl Uod OIT".cc Nlu 10 effect oa the dJIC the ~lnsc u filed. If Ussce fatls or refusu W> CA«utc and record such rcleue or 
n:lusc:s within ninety (90) d;ays af\cr be ins rtqucstcd w do so by Lbc Gcncnl LaOO O lftcc, lhcn the Con•1ussionc.r at bis sole di.sc:rction nuy dtSIJNIC: by writiCn instrument the nrngc aod/or 
depths UJ be: n:leascd bcrclmder cmd record such insuwncnl at Lc.sstc's expense in the eowuy or counlits wltcrt lllC kuc i.s k>ca1ed aDd lo the officia l records of Lbc: Gcncnl LaDd Olftcc aDd such 
dc si&rltlion shall be bindiua upon Usscc for all purposes. lfatlbY time: after lhc cffcclhoe d.Hc of tbe J)Jirtial tcmlination provisions hereof, the 1pplkabk: lieU Nle.s arc ch.anacd or the "'ell oc 
v.clls k>c:~~tcd thc.Kon aJc ~cbss if~d so that less ac.rcaac u tbcrat\u alk>cattd co nid v.cU or \loclls for production pUI))OSCS, lbl:s kt.k sh.aU lhcrcupoa tc.nnioatc as co all acrcaae not thcrcal\cr 
aUocatcd 10 nid \loCil or .,.,eiiJ for proJuc.tioo purposes 

I . OFFSE:f WELLS: lfo\landlor en should be produced 111 c;ommerc:ql q'"oUIJc.S from I <AeU loctiCd on '"..a prwll.c:lyo .. -oc:d Of on SI.IIC b.oJ kucd Ill ks.scr tu)'llty, v.hx:b v.cll i.s W11hU1 
one ~nd ( l ,OOO) feet o(tbc •~• Ulch~cd bc.rcUl, or ""lueh .... e u is dnimna \he aru CO\trcd by tb.iJ lc:ue.lhc l.cssc:e shall. ~it.h.in su.ty(60) days aflc:r sucb uutUil pJoducbOn &om the drairua& 
<A ell or the ...,ell located w•lhln o ne tbousaoa (1,000) feet from the: area tO\'ercd by lhls kuc bctia in aood farlh aod proscc:utc dJiiaeolly \he linllioc of an offset -.ell on the area covc.rcd by this 
lease. anJ such o ffset wcll1hall be. drilleJ 10 such depth :u l'f'g)' be ncceuary &o prc\·ent the undue drainaac o r the arn CO\'crcd by lhi.s lease, and the Uncc, mana&cr Of' dnller shall usc aU means 
uccessuy in a good failh cffon 10 rn;~kc such o ffset w~:ll produce oil andlor aas in convncrc~l qW~nl illcs. Only upon the: dt u:nnmauon of the Co1MUssioncr and with his '4'Tlttcn approVJI, may the 
payu~nl o ra c:on1)C:OSIIOry royalty &a list')' lbc obligation to dnllan o ffset wdl or we Us r~:qui.Jed wvJer this P•ralflph 

9. OltY IIOLEJCESSATION OF PRODUCTIO•'I DURING PltiMARY TERM: If, durinc lhc prinury IA:nn bcrcofand pnor 10 ducovcry and prnd..:oon of ool 01 cu ocoJioJ land.l.uscc 
shoWJ drill a dty hole or hoks lhcrcoA. o r if durin& the prin\J ry tcnn htreo( and at\tr the: J.i.sCO\ Cry and actu.al proJucuoo of oil or p.s tiom lhc luscd prcmi.sc.s suc.h production lhc:reof should 
c.cuc from any c;~u.se. th&s lc.asc Wll oot tcrmrnate if OQ or before the upinuoa of s~''Y (60) da)'1 from dl.tc of co~kooa of u id dry bole or cc.uatioa of prod~bOO Lcssc.c c:ormlC'.DCes 
a£kht~l dnlhn& or rew0 1l.r.o& opcnuons thereon. or p.Jyl or ~coders lhc DCAt am ual dcby rcnul in lhc umc mJMCt as proVkkJ m this lcUc: I( dWUlllhc lut yar of the pnmuy tcnn or 
owi\lun si.u y (60) (bys pnor thereto, a dry hok be con~lct~:d 1nd aba ndooed., or IDe Pfoducuon of oil Of ps sbof.AlJ en.sc for any uuu, Lc.uce'• n&.bu ~U rem~ in in full f'orcc and effect .....;lbou& 
fwlhc:r opcr.1110n1 unt1l lhc: u.piration of the prUNry tenn, and 1f Lessee has not1cJwncd production an payrn& quant1ticJ 11 tbc: uplntion of the pnmary term. l...c.ucc may n\JuttiUJ 1h.&s kasc by 
conducuni :addnional dnlhog or rcworkin& op~:~1Klns pursUJ.nt co PaBgnph 10, usln~ l))C u pintion or the prirn.uy tcnn as lhc. date ofccua1ion of production undc1 P•ravapb 10 Should the 
(ir~t \~.ell or any subsequcut well drilled onlbe above: descrrbcd bnJ be con.,letc!.la.s 1 shut·m oal Of a• s 'Well wrthin the: pnmary tcnn he reo(, Lessee: n"Qy reswnc p~ymcnl of the ruun&~l rtotalm 
tht nrnc rnumc.r as provided herein o n or before the renul Pl)'in¥ date followin~ Lbc upiladon of siAty (60) days fron1 the d.stc of con1)1ctton of such shuHo oil or ps .,..ell a nd upon tbc: failwc to 
rr~;a'c such p;~)1ntnt, this lease J~ho.U ipso fie: to LC:muuatc lrat lhc upinrion of the pnnu ry lema Of a ny tm1C lhcrn fter 1 shut-in oil or kU \loeiJ 1.1 loc;~tc:J on Lhc lc.ucd pre nw.scJ ~ymcalS may be 
nude U\ a~:cordlnce owith t.hc shut- in provisroiU hcreuf 

10. CESSATION, DRILLING, AND REWORKI~G: If. after lhc cxpnuoo oflhc: pnma.ry term, produc:oou of od or ps fium the kucd prenuscs, tftcr once obulDC'd, should ceuc from 
any uusc. this leasc sbJU not tcnl'\i.Nte if Lcsscc con•ncnces a&J.itiosul driUina or rcwoc .. ins opcn oor:u: ¥~<1\tun sb.ty (60) days a fter such c:cs.salioo, aod 1hls lcii.SC shall rcnum 111 full fort:c and 
cff«l foe 50 Sons u such opcntiocu contin ue ia IC)Od fa1lh 1nd io workmanJilc n:'l:lnncr "'ilhou.t intcrruptaons IOUiu~a more than si.\ty (60) days If sucb drillu:Ja or rtwod..tn& opcnbOilS ~su.h 10 
the production of o il o r ps, the lc&St shall remain in full force and effec t for so lena u oil or cu is ptoduccd from lhe leased premi.sts m payin& qu.anutics or ~ym:u• of shut-1o oil or p.s v.ell 
royaltits or payn~ot orconl)C:tWIOry royahics is made u provided hc.rciu or u provwStd by bw. If the dnllrnJ or tcv.orkana, opcn tions rcsu.lt in Lhc COn1Jlction oft v.cU u a dry hole, the lcuc: 
wall no1 tcmuna1e if lhc l.cssc:c cornmcncu addjtioua l dnllin& or rc\loorkin& opcr.~1K>ns wilhl11 slAty (60) d.ilys rtfkr the COII1Jiction or&J~ we: lias 1 dry bole, a nd this lease shall ~en~ in in effc:c:t so 
long as Lc.ssce contiuuu drill in& or re" orkin& opcnUons In &ood raitb and in 11 wor .. manhkc !1\JIMcr wrthout interruptions coulinc more than si.-.ty (60) dJys l.cuce shall ¥h·e wnn.ca no1 icc to 
tl~ Gcncnl Land OOice within lhiny (lO) cbys_ofaoy ~cuation of production. 

I I. S II UT-IN ROYA LTIES: For pwposcs oflhas par.~snph. •v.clr melnS aoy v. ell that tw been W1pd a .,.,ell ounO:rby the stue accncy luvin&J~ O\cr tbc producbOa oforl 
and ps If at aoy tun.: afttr lbe upintioo of lbc primuy tcnn of 1 &usc WL unul btwa shutm. v.u bcin&lllillnllinc.d 10 fon:e and effect, 1 -.ell ca~lc of procltitin& oil or pJ i.n ~Yl"l 
quaruuiu IS loc:at.cd on the leased premises. but oil or cu is DOl bcina produc.ed for btl of sWI.ilblc productiOn facilit~ or lack of a swUbk m;u\.cl. lbm l..c.sscc may P'Y u a sbUil-i.o oil or ps 
ro)'ihy an amowu cquaiiD S 10.00 per Krc, but not Less INnS 1,200 a )Ur for each -.ell ca~bk of producma 011 or cu w pa )'1DI QUolUOIJes. To be dfecU\'e , uch aniiUillhul-ln otl or cu ro)'llty 
must be. paid on or before: (I) the uplntion oft.hc primuy Lcml. (2) 60 days after lhc: Lessee CCUC$ to produce: oil or ~as from tbc kued premises. or (l) 60 cbys tftcr Lc.s.sce COf11'1ctcs a driUrnc 
Of reworlin~ operation b1 accordance wit.b the lease provinons; whichever Wtc IJ latesL If Lhc shut-in oil or c.u rO)'lhy u p.~ld. the lc.asc shill be: considered lO be a producioa lc.uc and the 
payment shall utcnd the tcnn of tbc lca.sc for a period uf one year from the end of l))C: prin-g,ry tem\ or front the fust d.ay of the month foHov.·m& the monlh ln which production ceased. and, after 
that. ir no suiLablt produc:troo faciliucs or suitable market for the otl or &aJ c.Usll. Lcuct may eAtcnd the lease fur four rnott successh e pcriod.s of one ( I) yu r by pl )'ia& the umt a1110uot cacb 
yur on or before lhc uplr.ation o f each shut-in year 

11. COI\1PENSATOH.Y ROYALTIES: If, dunnalk pcnod the lease is Mpt 10 clfctl by pt ymc.ot oftbc shut· tn Oll or ps roythy, oil or au is sold lDd dcb\ered Ul ~Ylnl qu;anulKS &om a 
\\til located within onc: thousand (1,000) fcc:t oflhc lcucd prcnasc:s aod COC'J1)kled m the ume producltl& rc.scn'Ou , or in any cue lQ v. b.icb drarnaac. is occuniuc. cbc naht co t ootinuc lO nuiotua 
the kuc: by ~yin& the shul· io o il or ps royalty shall ccuc, but the tease WU rtn1o1in tlfccm·e for the: rtmarndcr of \be )'CU for '*Nch lhe royalty W btta paid. 'The Lcs.s.ce may nlol inUID the 
lease for row more succcS.SI"c )can by Lcs.scc payina coniptiW\Or)' royally 11 the royJh)' ntc providnl in tht lcue of the nli&rlct value or production &om the ¥.e ll cawinc lht dnlna&e or which 
is ton1)1cted in Lhc same prOIJuciuc rnci'\'Oiz and witbin ODe thous1nd (I ,000) fc:tt of lhe lcmd prcrniscs. The tan1)Cnsa&ory royalry is \o be. PIMi monthly &o the Convnus10ncr bc:puur11 on Of 

before 1.he last dJy o f the rnomh rollowin& thc month iu which the oil or psis produced from the well causrna the draina¥e or that u con1J lctcd ia d~ same prodUCLDM reservoir a1w.l kK:1tcd wit.IUn 
one tbowand (1,000) feet of the leased premises; if the COfl1>CRSI&ory royally patd in any 12·montb period is in an amount less than d~ sMual sbw·ln oil or ps royalty. Lessee shJU pay an 
aroowu equ.:d to the difference within thiny (lO) days from the end of the ll·nonth period; •nd none o r these ptOvisions will relieve l..cJSoec of the obliptioa of rt-ISONbk dcvcloplllt'ot nor the 
obli~ation to drill of'l"sct wells as provided in N.R.C. Section S2.0l4; howevu, 11 the dct.cmUn.atioa of the Con.ni.s.sioncr, and v.ilh the Convnissiooa's wrin.ca approVJI, the: ~ymr:n& of 
~Orfl)CIUaWJY ro y;tltics stuU ucisfy the obtiption w dnll ofT'sc:t .,.,ells. Cof11Xrw10f)' roythy paymcnu v.hkb arc not umcly paid Wlllaocruc ~aalty aDd "*'ru1 iD aceO«bncc v.i lb Pm~ppb S 
of !Ius lease. 
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13. EXTENSIONS: I( at the upintion of the primary l.tnn ofthi5 lt.,C". production of oil or cu hu not ber n obtained on the ltucd prcmiJt.s but drilling opcnrioru are beln& conducted 
thereon ln Jood faith and In I cood and workman lib manntr, l..cS5t:e rmy, on or before the upindon of the primary I.Cffl\ file ln lhc Oenenll.lnd omec wrincn appliabon 10 lhc: CoiM\iuioncr 
o r the Oen<r>l Land Ofl"occ rOt' alhirty (JO) clay uteNion or this InK, ~anled by p>ym<nl orThm ThoiWnd Dollar> (Sl,OOO.OO) irthls kasc CO\'<rS six hundt<d rony (640) aaa or ku 
and Six Thousand Dolbl1 ($6,000.00) rr this kue co•-el1 ...... than si• hundt<d rony (640) ICIU and the Conwnissloner shall, in ~Tilin .. "tend !his k ase r"' I thirty (JO) clay perio4 &om and 
after lhe upintKm of the prinQry term and to Ions lhcrnncr aJ oil or p1 it produccd in payinc quantidu: rrovickd 1\Jrthtr, that Lc:snc may, so kmau such drillins opc-nrions arc bttnJ 
conducted make like tpplic:ation and payment dwina any thbty (lO) dly cJt.tcftdcd period for an addirional utcrukm of thirty (lO) days and, ~ m::cipt of such •rPiicarion and payment. the 
Commiutoncr shall, in writinJ, again utcnd thi.s lt~JC: so that same shall rcm~in in force for such tdditional thiny (JO) day period tnd so lonJ thereafter as oil or JU is produced in payin1 
quanritiu: provided. ho.,.,revcr, lhat this le-ase: shall not be u.tcndcd for more than a total or three hundred ninety (J90) da)'l from and aRer the e'J)lnrion of the prim.uy term unleu producbOn m 
payfn1 quantities hu been obtaintd. 

1~. USE OF WATER: SURFACE: l..es.Kcshlll ba\e the rfaht to usc water produced Ofl J.Jid land nccwary for opc:ndons hcte..wkr and sokly upon the ka.ud prcmi.sc.s; provided. ho•·e,"tr, 
Lc.ute slull not use poubk water or water sultabk for livt.stock or lniauktn pwpose:s for water Oood opentioot •ithouc lbe prior v.Tinen coMtnt of Leuor. Subju&IO its obli&arion 10 pay 
1urface dam~ au. Lessee shall hi''C the ri1h1 to ~c so much of the surf'lcc of the IJnd !.hat ma)l be rca.JOnably necunry for drlllins and open tina wells and cnnsportin& and marterfnJ the 
production lhtrcffom. such w;e to be conduc:tcd undtr conchtfonJ of kan i.rUwy to lht swface of tht land luscc shall pay swfacc damt&CS In 1n amount set by the Gtntnl Land OfT tee fcc 
schedule .,.,hkh iJ t O'ective. on the date when the activity rrquirin& Lhc pt)'ment of surfnc damiJCJ occurs. 

15. POLLlTTION: In de,clopina thiJ area.. l..t-sJCt shall"" lhc hfahest dt-srcc of care and all propt:r s.afeauards to prt\·ent pollution W1thout limitin1 the fOrctoins. polh.1tion of coaJtal 
~ctlands, natw"ll waterways, riven and ifT1')0unckd water stun be rrcYCnled by .the usc of eontainmtnt facilitiu sufrlcicnl to prcvtntspilbac, scerase or ground water conuminat;on. Ia tht t\ent 
of pollution, LcsJee shall UJe 111 means at its dispos.~lto rcaptwe 111 cst~pcd hydronrbonJ or other pollut.tntand shall be responsible for all cbtNJe to public and priVIIc propmiu 

{A) UPI..ANDS: Leu« stull buiiJ and mtintain fences ai"C)Wid its sh&J.h. sunv. and dnin.a&c pits 1nd llnk bahcne.s so u 10 pcotect li,utod: apiml k>u. ~map or injury. and upon 
cofll)lerion or abandonment o f any •·en Of" wells. Lu5tcshall fin t nd lt"tlallslush pits •nd cclbn •nd COftl)kk1ydun \.1) the dnllina she of all rubbbh thc.reon.. 

( B) SURM ERGED LANDS: No d1Jehuac of soUd *••tc or aart»ae shall be al1ov.--cd into SLJte waters rrom any dnlhn1 or 1urpor1 vtssels. production platform. crew or s~ly boat. 
b:lrJc. jaclc ·up ri& or other equipment loc.attd on the lund IIU Solid WIJit shall Include but sl\111 not be limited to conuintn, equipment. rvbbbh. plaJtic, alus. and any other man-mtdc nc;m. 

bkHk&ndable iterm: 1\ slp must be displaye-d in 1 hi&b 111mc area on all \'tsJtls and rranned platforms stltinJ. •Dischlt&t of 1ny solid *IJIC or &•rba&< into Sutc Waters from ''t'SJtls or 
placfonn.t iJ scrictly prohibited and msy subject a Stale orTe'u lcue 10 forfeihn • SIXh stattmenl shall be In kttcrina of 11lc.ut I" "'size. 

(C) RIVERS: To the CJ.Icnt I'IC'Cess&ry &o Pflt\'tnt pollution. the: pmnsioM found in subKctions (1) and (b)ofthrs par1,nph shall also af'PIY 10 nYCB and rivtrbcds. 

(0 ) r ENAl .. TV: Failure to C'Onl)ly wilh the ttquiren'ICnU ofthiJ provbton may result in che rn:uimwn penally aUov.ed by law includin1 fOtfcit!JrC' ofthc kue. Lcsstc shall be tlable for the 
daiTQ&U caused by such failure and an)l cosu and c.' ptmts lncUfTcd in dc.aninaarus affected by the diJChafJed waste 

16. IDF..N'TifiCATION MA RK ERS: l.nJ« shall er«t.lll dis~nce noc to e..:cecd tv.enty-(h't (2S) f«t &om each ~ell on lhe prtmiKs CO\'tttd by thislca$C. a tcribk srsn on •hic:h shall 
be stated the: n.Jme of t.hc opt"ncor. the tcuc .icsianation and the well nWT'itcr. Where t\\.'0 or ITIOf"C wens on the sa~ kasc or "-htrt ~"t:lh on rwo 01 rmre tcuc:s arc COM«tcd to the same t.anJc 
bantry, whcch<T by individual Oow line- connec:tions dirt:c110 the tank or umks or by usc of 1 multiple hc.adc.r syskO\ each hne bcr.un each Yrelland such ~ank Of header shill be le('bly kkntified 
11 all times. either by a fm1il)l acu chtd IAJ or plaLe or an Mlenril'ludon properly palnttd on such line ala distance not 10 c'ceed lhrte (J) feet florn suc.h tank or hudc.r connec.rion. Said siam. tap, 
platu or other idcnti(ICatK>n markers sha ll be maintained in a tel''bk condition lhrou&hout thc: knn of this lease 

11. ASSIGN~1 El"'TS: The &cue m~y be tnMferKd at any hmc-; providcd. howc,cr, that the liability of&hc cnmferor to pmpc.rly dbchutc rts oblrp rion unckr the ~east. 1ntludlna property 
pluuma abandoned • 'ells. rrmving pbtfonns or pipcline1, or remediation or c:ont.aminabon 1t drill sites shall rass to the: tnMferrc ~ the prior written consent of the CoiTWniuioncr o( the 
Gcncn l Land OrrJC.c. T'hc Cornmissiootr may requin:: the tnnJfcree to dcniOMtratc fin.ancial ruponsibility and may requiTe a bond or ocher security. All t:nn.sfers must ~fermce lhe lct5e by lhe 
nte number and must be rca.rdcd in the coont)l when the aru it located. and the t'fCOrdtd tnMfer or a copy certified 10 by the County Clerk of !.he COWlt)' -.he-re the InN fer k rcconled m.ast be 
Oied In the Ocnenl Land orr.ce ~;thin ninely (90) clays or the emullon cia I<. IS provided by N R.C. Se<lion S2.026, ICC01!1'1nied by the filina r .. p<CJ<ribed by the Oenenl Land om •• ruks .. 
effect on the due of rectreM by the Gc.nenl Land Orr tee of such rnnsftr or ctrti(~ed copy lhcrcor. E''CfY tnnsfcrte shall Sll«ffd to 111 n&hU and be subject 10 all obliptior\s. habtht~. and 
penalties 0'4cd to the StJie by lhcori&JnallcJJCe or1ny rrinf tn.Nftttt of t.hc lease. wludinaany liabi11t;u to the: 1~te for unpaid roya1ttts 

18. REI..EASF.S: ~c ~my relinquish the riahts gnnttd hcrtundtr to lht State acany time b)l rc~rdinJihc rclinquiJhn'Cnt in the county Yo<hcrc: lhl! area b situated 1nd nlinalhe recorded 
relinc,uiJhmtnl or certi(.ed copy or s.ame in the Gencnl Land OrTke within nlncry (90) da)'l al\cr IU execution ICCOfl1)anicd by the tiline rec prt1Cribed by the Gencnl Land omcc "*' in effect 
on l.he d.ltt of r«cipt by lhc Gcncnl Lind OfTke of such R:hnqui.thmcnt or urtified copy thereof Suc.h rcHnquiJhmcnt .. ,u noc havt: tht effect of rckuinal..uKe fiom any habd1t)' lhcrttofote 
llttruc:d in faV()f orlhe SUtc... 

19. I .. I F..N: In accordanct "~~rlth N R.C. Sect ton Sl.J.l6, the State shall haH~: a rirst hen l..,on all oil and au rrodUttd from the arc• covered by th11 lease to J«.w-e peymcnc or 1 11 unpaid royalry 
1nd olhcr SUI'tlJ of money thai may bc:come due unckr this lcaJCI. l)y acceptance of lhis lc.m. LesS« Jnnts the State, in addition 10 the lien provided by N.R.C. Scc.tion '2 136 1nd aoy other 
applic1blc sututory lien. an upre.u conrnctuallitn on and securit)llnlcre.JI in 11tlcucd f1llntnls in and utnc:tcd from the kattd premises. all proeffdt "Nhich nw~y •cerue to l...uJcc: Crom lhe sale 
o( suc.h lcucd mincnls, ~hcthtr such proceeds lfc hckt by Leu« OC' by a third part)'. and an fhturcs on and i"1'")'"t:mtnt.s 10 &he ln.Jcd prc-Rli.KS used in C'Onntttioa with the: produc.ticwl or 
proc:mln& of such kucd nincnls in Of"dlr to JCCurt Lhc paymcnl of all royaltt« Ot Othc:r a.mounts due or 10 become due wtdtr lhh kue and &o JCCurc paymentofany cbm:arcs or lou thatl..dJOr 
may suffer by rusoa of LHJec's brueh or 1ny coYCna.nt or condition oflhis k&K, •hethcr t'rrc:n or i"1'Ued This lien and J«unty in~m1 ma y be foreclosed~ or withou1 coun rroct«hnp 
in the rNnncr provid~d in the Title I, Oupcer 9 of the TeuJ Dud ness aBet Commerce Code lc:J!e'C JCKCJ lhat lhe ConwniJJIOncr may requll't lcucc 10 uecutc and record such mstrumcnu u 
rNY be rusooably n«CJJary to Kknowlcdae. attach or pcrfect th.iJ lien lence hereby rcpre.sent~lhat lhcrc art: no pnor or superior Heru ari, •na ft-nm and relalina to l.csscc'J JCh vrttCJ upon the 
1bovc-ckscribcd propcr1y or from Lessee's 1cquisirion of th1J lease- ShouJd the. Conwnissktner at any time dccennine that th1J rerrexntattOn is no1 true, then the Commissioner may declare lf'lls 
kue forfeited u provtdtd hertin. 

10. f ORFEm.JR£: lfl..t-ucc shall (a~l or rcMc: eo nlc the payment of tny sum within t.hirty(lO) days •t\cr 11 bc.comH due, or ifln:tte or 1n aulhorizcd •rnt• should know1n,ly make In)' 

false rerum or fa be report c:oncemins production or dnllina. or if Lessee shall fill or refuse to drill any ofTJCt well or wtl\s in rood f•ith IS rcquir~ by bw tnd the rules and rc-aubriont adopted by 
the Commiutoncr ofchc Ocncnl Land OrTrce, or if lcuce should fail to rile rcporu tn the nunnc:r requi.rtd b)llaw or fail to COfT1>1Y whh rulu and resuJalioas promu.lpltd by the. Oencnl L.and 
OOkc. the School Land Boud.. or the Rllilrold Conwnission, or rrt\lst the propt"r authonry a«m to lhc rttords pertaaninato Q9C"Dtions. or if leute or 1n aud'w:Miztd •tn~t should k:nowin&IY fail 
Of refuse 10 Jht corrttt infonnllion 10 the pmpcr luthonty, or ..,., .. in&lr rail or refuse 10 ftlrnish the Gcnc.nl Land omcc I correct loa of any 'ttt'tll, or if lessee sNU k.nowinJIY violate: any of the 
JNtnlll provrnons orthis kue. or ifthit lcuc: is wi(Md. 1nd the auipmc.nt b not filed in the (icncr.llland OfT tee u rt:quutd by law, the nJ)'Its eequsred unckr 

!Jlit lu.se shall be subj«tlo forfeirurc. by the: Conwniuioncr, and he shall forfeit same when surTKicntly infonncd of the facts -.hich authorin 1 forfeirure. and *hen forfeited lhc arn shaiiiJIIn 
be subjtct iO lease 10 the hi&hcJt bidder, mder the: Pmt reaulations controllln& Lhe oriahul sate of lcasCJ. f lo~~> ever, nolhina herein shill be construed IJ waivin& the automatic t~nninarion ofthlJ 
lean by opcnfion of law or by rnton o f any srwcbl limitstiOn a.rbina hc:rcundcr Forfetluru tNy ~ ~ct ukk and this lcuc and all ri&hts lhcreut1der ~•NI.I'cd before die nahu: of •nochn 
inltr'\o·ene: •n satisfactory tVld~nct to the Conmissioncr of the (kncnll.lnd Omcc offutlft CO~ilnct ....;th the provi!iftm of the bw 1nd OflhtJ lcuc: :and the rulu and rr&ulabOnt that maybe 
a~ rebt1\e hutto 

11. RI VEflBEO TRACTS: In the e\'cnt thiJ kuc CO\'trs a nvtrbcd. lnsee IJ hereby sptc:ifw:1lly cnnted the ri&ht of emrncnt dom:~in al'kl c:nndcmnahon '' rrovt&d fOf '"NRC S«t~ 
'2 092·'2.09J.u a pan of the: considcnrion mo'in& to lcsSOf for the covtnaniJ hc.rtin made by Lt-sJ«. 

1!. APPLICABLE LAWS AND DRILLING R£STRICT1011S: This l<ue shan be subjec110 .U niles 1nd ~<r:ubrions. and ameodments theteiO, promulpted by lbe Co......,JOII<, or the 
Oc:nen l U nd Offic.c p'«ft.in& dnllinc a.nd prodtlcina opc:ndont: oa Ptm"41nc-nt Free School land (spu.irally includin& any Nlu prom.t)Jatcd th.lt rc-.btc to phns of opc.nriont:), pa)1"RCnl or 
tO)'IltieJ, 1nd uclitina proctd~RS, and shall be subject to all other VI lid ttatutcs. ndcs, rc-plations. ordcn and ordinances that may a free& opcnlions under the pro,iJions of lhis lcuc.. Without 
limilina the: acncn lity or the rorrcoins. l.t.ssc:e hereby •anes, by the accepbnce or this lean. 10 be bound by and subject to all Slll\ltory and rc,WJiory provisions ~latin& 10 the GcMnl Land 
Onlce's audit billins nodce and 1udi1 hcarinp proctduru S1fd proV15ionJ arc currently found at J I TnaJ AdmintJtnrivc Code, Chapter 4, and Tcxu Nahnl Rcsourc:H Code Sections n.1 H 
and 52 137 throuch 52.140 In lhc cvt:nt thiJ kasc covc:n land tnnchiscd or kucd or odrctwbe: ~aed by • naviphOn district or by lhc United Statc:s for the pwJIC* or naviption or odlcr rutPOk 
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tna.knt 1D lhc: op<r>IJOO ora pon, lhc:a l..u><< r.holl not b< <nUII<d ID<rlleror pcwcss sucb load "'1lbouo pour appronlu pro>'><kd ur>lcr 5«- 61 117 orlb<Tuu WalU Cod<, bull<>K< r.hoD 
be cotilkd 10 de' clop Jutb t.nd for oil and pJ by du'CCuon.al dnlba~ PfQVIdc:J. t.:UH\Cl, &hat no ttl!acc dtiUUIJ klcatioo nay be DOra ~ 660 feel and apccaJJ pc~ hen l.bc 
Cormuuioncr of tbc: General Land omec u nrtcUJry so rNb any surficc location ncaru lh.&o 2,160 feel mcuu.rcd at ri&bc anakJ &om cbc: ncanA ~ad hac or &om the DUftit ~d&:cd 
bouom cdi;t of any du~l. slip, or rwnioa bu&n "'hich has been authonud by the: United Suau u a Cedent ptOJ«t for 1\dutc corutrucuon. wNchc,cr&J ncam 

U . REMOVAL OF £QUIPM ENT: Upon the tcmUn.Jdon o ft.hb kuc for any cause, LcJ.Kc shill aol., Ln any C\'COI., be pcrmincd LO rcnlO'f'c lhc CIS&n& or any part oflhc cqwpmcGl from any 
prodU<mJ. dry, or abaodon<d "'•II or well! wilhoul !he •:riucn conscnlof lh< Convninion<r ofOIC Ocnml l.Jod Ofllcc or his aulhorilcd rcprcscniiUvt, nor sill II Lu>cc, ,.,thoutlh< wrincn 
consent or said Convnissioocr or his authorized rcprescnutivc rtn'O\C tiom the lemd prtmi)CJ lhe cuini or any other equipment, nutcrUI, rNChincry, apphancts or proptny ovmcd by Lu.scc 
and used by Lcsuc u1lhe devdopzncnl and producuon ofo1l ot' ps therefrom unulaH dry or 1b1ndoncd ¥~cllll\au! been plugcd and untJiall alush Of ret'usc pus b&vc be:cn ptopc:tl)' filled aoJ all 
bro .. en or duurJcd lwrbcr, rNchin«y, or dcbru shall ha"e been removed Cront Lhc prcmlw.s to Lhc ulllficuoa of the 11ki COilVJUUionct or his authoriu.J rcprncnuth·c 

H . FORCE MAJEURE: Sbo<dd Lessee b< P"<''ClU<d &om eo~ll ona .. llh aay uprcss or m~l1<~ <O><naOI or rhu luu. fiorn OO<Idutlon& dnlloa& op<nii<Wihcr<Cil, 0< 6om producoaaool 
aod.ot &JS t.Mrc&-orn. aft.c.r elTon ""'de m JOOd f,~•th. by ru.soa of-..u, rcbtlboa. nou. scri1u. fu-u, KU of God or any o.dcr, nUr Ot R"C"btioa of IQ\«nm:nulaULboncy, ahca w.bdc 10 prc\enled. 
Lessee's obhp~Nn to cofl1)1y ...-it.h such CO\'crune Wll be 1uspc.ndcd \4)0ft proper and utufKUlf)' proof pn:sc:nt.td 10 lbc Commiuionc:r of lhc Gcnc.nl Land Off ace ua suppon of lcucc'l 
CCHUcnuoa aDd lessee lhl.tl DOl be la.~bk for cbnu&u for f.11lutc t.o ~I)' tbcrc-.uh (CA«pt lA lhc c\CW of k:uc opcntJO&U su.spc:odcJ u pro\lJcd lAthe n.ks anJ rc&u.buoru IJ.,)pltd by dlc 
School LanJ Ooud), and lhu kl;sc: du.U be u~cnJc:d w.h.ik and 10 Jon& as Lcuce is prc"cnteJ. by any such e~u.se. tium dnllin&. rc .. orllna opcr11auN or producin& od anJ.ut p.s &om lbc kucd 
prcnu.sc.s, PfO\IJcd. ho¥~C\tr, WI notlun& hcrc&n Wll be. COfbUUC'd 10 suspc:od lhc pi)TilCnl ofrcnuls dutUIIlhc pnnliryot' cAlCndc,J ccnn, 00110 abnd&c Lc.uce's n&bt 10 asuspcruaon under any 
apphnblc S\iltUic Of lhiJ SLUe 

15. LEA~E SRCURJTY: l..d.Kc ~U take the tu,hdt de pee of euc and all propcr safca~rds W) ptCM.cct ukJ pttll\LJU anJ 1.0 pre\ent Lhcft of 011, JU, and othu b)t!t~ubons prodr.accJ fiuln 
SJ.Id kuc l1UJ l.nclu.k:s, bull$ not hmztcd 10, Lbc mmlbuon ohll •~cc.s.sary cqwpmcnt. sols. lod .. s. or ocbcr appropriuc proc.tttivc dc\-k.CS on or a tall acccu poutt~ .at tbc kuc's prod~o~thun. 
cuhcrin& a.W stun&c I )"'tems ~bcre theft ofb)Jroc.lrbons c,an occur leSS« sh.ltl be l~btc ICx the lou oflny h)droc:arboru rcsu.lnnc &om theft aDJ s.h.lll pay the SGtc ofTcus ro)'JibC.J tbcrcoa 
u pro,iJcd hc.rc..n on all oU. ps or other h)dzOC<UboN los:l by rcuoa v fthcn. 

1,. REDUCTION Of PAYf\t ENTS: If, dunaa the pntNry tcnl\ 1 poruoo of the l~nd co\cred by this kuc- lS mcluJcd ~n!ua the bo~ncl o( a pookd wuc Wt bu bcea ~ppro"eJ by lhc: 
Sebool Land BolrJ ~nac:corW.ncc -.nb N.1unl RCJOW'tCJ Code S«bOnS 52 UI-Sl.ISl, or•f,at uy urnc aftc.rlhc upU11l0a of &he: pnnary ccnnor lhc: utcodc:d term.. ttuJ kuc C:O\ena klscr 
nu.mbcr of acres lh.ao &he &OUI amouoc dc.KribcJ hcreta. p.ayrncnll thai arc rnWc oa a per acre bull bcrc.wdcr Wll be: reduced aecordma co lhc niUf'lbct or aaa pookJ. rcklkd. s:uncndcrcd. w 
otbc""'i.sc SC\'Cted.IO d\11 pa)'ITitJlll dctc.nniocJ on a per acre buis under the wms oflhu kuc dunn& the prin'llry w-nn Wll be: cakubtcJ buN ..,on Lhc: nutf't)c:rohcru ootstJc \he bowdmcJ 
ora pooled wut. or, 1fal\cr the upintion of lhc pnnury tc.nn.lhc awrbcr ofacrc..s lC1.1..Y.lly rcuwcd and CO\crtd by lhu: kuc: 

11. SUCCESSOk S AN D ASSIGNS: 1bc eG\CNnts, co~uons and apc.cnxnts contaiDCd hcrcLn stgU ulcnd to and be baodmz upon Lhc ht111. uccu10n. aJn110Utn10t1, )utCdSOf1 or 
a.ssips oflcucc hctcw 

11. ANTIQUI rtES CODE: In &be C\entlNt any future. ofardwoloa.ul 01 ha.sc.onc:al tolCrc$1 on Pcm~nca& Scbool FunJ l..a.ad tS ~ounW"rcJ dun.&JI dac KtiVtbc.l au&bulucJ by Ws kuc:, 
Lc-ucc ~,~olll iltV'tlofdulCiy cc:uc: &ebVIUCS uJ wiU mvncd~tcly notify the <icacral Laad Offcc: (A1TN Alt~&I.St. Anti M~Uccmc.nc 0&\'biOA. 1700 N C4ocrw A\o'C.., Aw;ua. Tc.us 71701) 
anJ !.be Tcu.slliiconcal Cormu.ss10n (P 0 Do~> 12216, Austin. TX 71711)so thai adcq~IC mu.1urcs nll)' be WldcNlca 10 PfO&CCtor rc.covu such ~"cnc.sor fmdmp. aJ appropNtc. l.cs.Kc 
l$ up1culy plned on nouc:c of the: NJ tioo.allhs&Oneal PrUCI\'atiOA Arl or 1966 (PB-19 66.10 Sututc 915; 16 U SC.A 470) a.aJ t.bc MlklWIKS Code ofTu.u, ~ptcr 191. Tu NJL Code 
Ann (Vc~n 199) &. S\4}p. 1991) Oa sutc-owncd bnd DOl dct.I~.;Jtcd to l.ht Pc~ncnt School Fund. k.ssce shill OOll~ Lbc Tc.us ltuconul CatliOWIOD before bru~ ap:ound u a proJect 
~.attOa An a~ctucolu,lal Jut"\C)' mi1bt be required by lhc commiuL.la before coostruclioo oftbc proJect c:aa conwncnc:c F~r. tn tbc C\CDI u~aaay sa\C, obJCC"l. klc.ar~ am(.ad Of btbcr 
(catwt uf ar~haCO~~·UI, Klcourte. c.ducation.al, CuJiur.al Of huiOOC interest II CntOU:IUc.ICd dunnJ lbc ICb\',UeJ aulhorlu by this kuc, knee W\JI utvn:d111ely DOU(y kuor anJ Lbc Tua1 
lll)LOOCal CouW'IUuk)n so tb.l adcq~tc mcuwe1 nuy be undcru .. cn \0 proLccl or tccoHr S\Kh daKo\cncs or findanp, u appropna&c 

19. VE.z'\L'E: t ~uor r~nd lessee., tncludma !cute's succeuonarW UIIKnS, hcnby &&rec Wt vcouc. for any dupucc ariJLn&OUI of a provuMJn ofiJuJ kuc, -.hc&hct uprc.u Of •n.,hcd. n:ptJu11 
uucrprcuuonoflh:.s lcuc. Of rcWuna an any way 10 thu kuc or t,Q appl.c.1blc. cue bw, sututu, Of aliriUtlbU"IIa\c Nks, WU be ua a cOW'\ ofcwtl)CICniJurudlc:DOn kxiled w1 Tn\U Coumy, SLUe 
ofTcus 

JO ll.A:,E •· 111,...C: Pun-wm 10 Oupt.cr 9 of the Tc." 8\11 &: Com Codc,lh&s kuc 1nw.' be filcJ ofrecon! an the off tee o(tbc CouDcy Ckr'- &n aoy county m .-.hk.b aJI or any pan uflhc 
l...lSC\1 prcn-.ues lJ I«.&U\1. u,J cc.rufial copac.s lhcrcofn-.ul be tikJ Ul Lbc GCDCnl Lao.J OITa~.:.c Tbc pta(.ribal fihoa fcc wu I«~D)' the ccrtUKJ copea SCQI to l.bc <i<:ocnll.and omcc 
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31. EXECUTION: ThiJ ofl ond gas In« musl be •igntd ond acknowledsed by !he Ltu cc before it iJ filed or reeonl In the eounl)l r<toniJ ond in !he Gtnenl t.nd Oflk e of tho SLOt< ofTtm 

IN TESTIMONY \VfiEREOf, v.itMn the Jlpllturc of che Cormasiontt of !.he GcnaJI e of the Sta1c ofTcus urtMr tht .stal of the Gcncnl Land omc:c 

STATEOP_fv1,j~?sifp l 
COUI<TY Of l:±i cQ 2 

Til& GENERAL UNO OPI'IC£ 
rF..xAS 

APPROVED 

ContniJ~ 
~··~ 
F'1tC'~ 

(CORPORATIO'I ACKN0 \\1. FOC\tENT) 

DEFORE ME. the unolas•aned outhority, on llld cby .,.,...ny II'IJ<.Ired C. DCVI "¥ fV.Sic:r-

knowa 10 me 10 be !he p<rson ~- "'"" iJ Jubtcribcd 10 !he fon:aoina '"''"""'"" .. _P-ee:-=,, ( lw 1- or 

(l · 1)/) ()!) rVI ({ ~ /!) <... •nd ockno~ledaed 10 """ ""'he ««u•ed lhe .. me 
' 

for the PWT'OSC:S and coasidcnhon thtrtin n~dSC'd. in the capacity sta\td. and IJ the Kf and d«d of said corporahon 

Oi-cn under my hand ond mlof oflk< lhiJ tho f?)-.l-il-_ cbyor IO:J (.< .. l l-f"'\. . 20 V 5 

~"'--Xk6o£\~ 
Nou ryPubiM: in •ndfor~C..~ 

...AJ.. I "2,1 ?SI {2.¥• ------

STATF:OP·----------- (I"DIVIDUALACKN0\\1 FDCMENT) 

COUNTVOF·----------

Defore me, I he wldcr1igoed authority, on lhb cby ~rsonally a~ucd. __________ ----------

kncrNtt to me 10 be lhc pe~ whose names arc: subscn"bcd 10 the fo~coin1 instrunw:nt. and ICk"""'kdetd to me tNt 1hcy uecutcd lhc: 
nrne fof the pwpMH and COMkkntion therein u:ptHJtd 

Olvcn und« my tund and seal of otriCC lhn lhc. ______ day or __________ --Jzo. ____ . 

NOIJoyi'IJbbc: •and ror, _ __________ _ 

6 

'"" r'ktl'"l, lo"' tlf'•t ·. 

"g U~ P' '"'' ., : ' 
,, 1 o 

• t • . • " ' l 1\~NTAL_ 
~~~ ·· r ,,. rot Ot 

;~ C •,· ;~ I OI .. A.,AI 

• _ __....u...&~ __ DAY OF __ ""'"J~UNE~ _____ A.D. 2005 2 :11 P H. 

H. ',.......Jc...!:.!L!.""'--'-- - DAY OF JUNE A.D. 2005 9 :00 A 

--~~~~--~-L~-L~~---- · DEPUTY DIANNE 0. YLOREZ, COUNTY CLEJUC 
REEVES COUNTY, TEXAS 

True and Correct 
copy of 

Original filed in 
neeves County 

Clerks Office 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

Tne above ana Joregomg s a tw . rrue and correcr pho:ograpn.c copy ot rne 
ong na record noN •n my 1a,o,'u cus:O<tt and possess.oo as rhe same s 
t eli recorded ~ lhe publoc records of my olfiCe lcx;oo '" VOl ..1.0l 
PAGE 289 - HRU ~2~9~'4 __ 

.. ~··!{'F.'/J;: •• , I hereby cen1f1ed oo JUNE 2 0 2 00 5 

[~~4..$~§ DIANNE 0. FLOREZ.~~NTY CLERK 

~.f;;ft ... ~~j REEVE Or.n· Tax~ )f7 fl_A_) 
~1rr~~ BY om-~ ~TV 

••• • • • •• • 

• • • • • • • • • • • 

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



1601 ELM STREET, STE 3400 
THANKSGIVING TOWER 

DALLAS, TExAs 75201-7201 

October I 0, 2005 

State ofTexas General Land Office 
P.O. Box 12873 
Austin, Texas 787 11 
Attn : Ms. Beverly Boyd 

• •• • • • 
·:: •• b ear Ms. Boyd, 
• • •••• 

TEL: 214-880-8400 
FAX: 214-880-7171 

• Enc losed please find Petro-Hunt, L.L.C.'s check in the amount of $200.00 as payment for appropriate =-· fi ling fees for four (4) leases which were assigned to Petro-Hunt L.L.C. in one ( I) Oil and Gas ••• 
• Ass ignment. A list of the leases assigned is as follows: 

•••••• • • 
• 

•••• • • •••• ..... : 
• • 

I. Lessor: General Land Office 01118/2005 
State of TX.M-1 04580 

Lessee: C. Danny Foster 
C/O_Petroleum Land Services, Inc. 

Recorded: Vo lume 703 , Page 289 
Description: W/2 of Section 41, Blk 58, PSL Survey 

2. Lessor: General Land Office 
State ofTX M-1 04580 

Lessee: C. Danny 1-oster 
C/O_Petroleum Land Services, Tnc. 

Recorded: Volume 703, Page 295 
Descri ption: SW/4 of Section 44, Blk 58, PSL Survey 

3. Lessor: General Land Office 
State ofTX M-1 04580 

Lessee: C. Danny Foster 
C/O_Petroleum Land Services, Inc . 

Recorded: Volume 703, Page 301 
Description: Section 2 1, Blk 58, PSL Survey 

01 / 18/2005 

01 / 18/2005 

$25.00- Lease Fee 
$25.00- Assignment Fee 

$25.00- Lease Fee 
$25.00- Assignment Fee 

$25.00- Lease Fee 
$25.00- A~ignmenl Fee 
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4. Lessor: 

Lessee: 

Recorded: 
Description: 

General Land Office 
State ofTX M-1 04580 
C. Danny Foster 
C/O_Petroleum Land Services, inc. 
Volume 703, Page 307 

0 11 18/2005 

NW/4, S/2, and S/2 of the NE/4 of Section 28, 
Block 59, Public School Land Survey 

$25.00- Lease Fee 
$25.00- Assignment Fee 

Also enclosed are certified copies of each of the Oil & Gas Leases along with the corresponding 
Assignment. If you should have any questions, my phone number is 214-880-8493. 

• •• 
:.: Yours very truly, 

••••• : Wi lliam A. Hearne 
• • Senior Landman • 
•• •• • • •••• ..... : 
• • 



OWNER NAME 

PETRO-H UNT, l.l.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

TEXAS GENERAL LAND OFFICE 

Bank One, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur, Texas 77640 

OWNER NO DATE 

58207 Oct-12-2005 

10AP906 101005 10 / 10 /05 200 . 00 
"APPROPRIATE FILING FEES 4 LEASES ASSIGNED TO PHLLC 11 

TOTAL INVOICES PAID 

• •• • • • ••• • 
•••• • • •••• 
• 

•• • • • • •• 
• •••••• • • 

• 
•••• • • •••• 

• •••••• • • 
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CHECK NUMBER 

4086313 

0 . 00 
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Page 1 of 1 

AMOUNT 

$200.00 

200 . 00 

X 200 .oo 
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TE XAS ERAL LA D OFFKCE 

October·18, 2005 

William Hearne 
Petro-Hunt LLC 
1601 Elm Street, Suite 3400 
Dallas, TX 75201-7201 

RE: Assignment filing; GLO ID 5207 

Dear Mr. Hearne, 

J ERRY PATTERSON, COMMISSIONER 

The General Land Office received the following instrument(s) and has filed 
them in the appropriate files. Please see attached "Exhibit A" for 
reference. 

Assignment of Oil and Gas Leases executed September 29th, 2005 
from C. Danny Foster Petroleum Land Services, Inc., as Assignor, 
to Petro-Hunt LLC, as Assignee. MF1 04580. 

Filing fees of $25.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521. 

Sincerely, 

{)~o/ 
Beverly Boyd 
Mineral Leasing 
Energy Resources 
512-463-6521 

Stephen F. Austin Building · 1700 North Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

www.glo.state.oc.us 



GLOID 

5207 

5207 
5207 

Reeves 

Reeves 

Reeves 

Tuesday, October 18, 2005 

Exhibit "A " 
Cou1tty Lease 

MF104580 

MF104580 

MF104580 



1601 EIM STREET, STE 3400 
THANKsGIVING TOWER 

DALLAS, TExAs 75201-7201 

October I 0, 2005 

State of Texas General Land Office 
P.O. Box 12873 
Austin, Texas 7871 1 
Attn: Ms. Beverly Boyd 

Dear Ms. Boyd, 

TEL:214-880-8400 
FAX:214-880-7171 

Enclosed please find Petro-Hunt, L.L.C. 's check in the amount of $200.00 as payment for appropriate 
filing fees for four (4) leases which were assigned to Petro-Hunt L.L.C. in one (I) Oil and Gas 
Assignment. A list of the leases assigned is as follows: 

I. Lessor: General Land Office 
State ofTX M-1 04580 

Lessee: C. Danny Foster 
C/O_Petroleum Land Services, Inc. 

Recorded: Volume 703, Page 289 
Description: W/2 of Section 41 , Blk 58, PSL Survey 

2. Lessor: General Land Office 
State ofTX M-1 04580 

Lessee: C. Danny Foster 
C/O_Petroleum Land Services, Inc. 

Recorded: Volume 703, Page 295 

0 1/18/2005 

01 / 18/2005 

Description: SW/4 of Section 44, Blk 58, PSL Survey 

3. Lessor: General Land Office 
State ofTX M-1 04580 

Lessee: C. Danny Foster 
C/O_Petroleum Land Services, Inc. 

Recorded: Volu me 703, Page 301 
Description: Section 21, Blk 58, PSL Survey 

01/18/2005 

$25.00- Lease Fee 
$25.00- Assignment Fee 

$25.00- Lease Fee 
$25.00- Assignment Fee 

$25.00- Lease Fee 
$25.00- A~ignment Fee 
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4. Lessor: General Land Office 
State ofTX M-104580 

Lessee: C. Danny Foster 
C/O_Petroleum Land Services, Inc. 

Recorded: Volume 703, Page 307 

01 / 18/2005 

Description: NW/4, S/2, and S/2 of the NE/4 of Section 28, 
Block 59, Public School Land Survey 

$25.00- Lease Fee 
$25.00- Assignment Fee 

Also enclosed are certified copies of each of the Oil & Gas Leases along with the corresponding 
Assignment. If you should have any questions, my phone number is 214-880-8493. 

·{ours very truly, 

William A. Hearne 
Senior Landman 



BOOK 7 i 3 PAGE 58{} 

FILE# 4510 

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

A SIGNMENT OF OIL A LEASES 

STATE OF TEXAS 

COUNTY OF REEVES 

>< 
>< 
>< KNOW ALL MEN BY TIIESE PRESENTS, THAT: 

FOR AND IN CONSIDERA TIO of the sum ofTen Dollars ($1 0.00) cash in hand paid, and 

other good and va luable consideration, the receipt and sufficiency of which is hereby acknowledged, 

C. Danny Foster Petroleum Land Services, Inc., whose address is P. 0 . Box 1700, Clinton, 

Mississippi 39060 (hereinafter referred to as "Assignor"), does hereby sell, transfer, convey, set over 

and assign unto Pctro-llunt, L.L.C. whose address is 1601 Elm Street, Suite 3400, Dallas, Texas 

7520 I (hereinafter referred to as "Assignee") all of the right, title and interest of Assignor in and to 

the oi l, gas and mineral leases described in Exhibit "A" attached hereto. 

T his assignment is subject to and Assignee shall bear its proportionate share of the lessor's 

royal!} and an) O\ermlmg royalty mterests \\llh wh1ch Ass1gnor's mtercst is current!) burdened 

Assignee agrees to observe and perform the terms, provisions, obl igations and covenants, 

express or implied, and Assignee further agrees to indemnify and hold harmless Assignor from all 

loss, damage and expense of every character whatsoever which Assignor may incur by reason of 

failure of Assignee to observe and perform such terms, provisions, obligations and covenants. 

This assignment is made by Assignor without any warranties of title, express or implied, on 

the part of Assignor. Assignor, however, does hereby transfer, assign and subrogate to Assignee, 

with respect to each oil, gas and mineral lease described herein, all warranties of title, if a ny, made 

to Assignor by any and all former owners of the interest herein conveyed. 

This instrument and its terms and provisions shall inure to the benefit o f and be binding upon 

the parties and their respective successors and assigns, fo rever. 

IN WITNESS WHEREOF, this instrument is executed effective the 9th day of September, 

:!005. 

Land erviccs, Inc. 

STATE OF MISSISSIPPI 
COUNTY OF HINDS 

By: 
Title: 

ACKNOWLE DGME 'T 

I hereby certify, that on this day, before me, a Notary Publ ic duly authorized in the state and 
counry aforesaid to take acknowledgments, personally appeared C. Danny Foster , President of C. 
Danny Foster Petroleum Land Services, Inc. and he acknowledged that he executed the foregoing 
instrument for and on behalf of said corporation, after duly being authorized to do so. 

Given under my hand and seal of office this 9th day of September, 2005 

\'''''''~111RIIItt11111 w ~ 
~,,~~;.: ... ~.~+:--~ , 1... / J p 

My Commission Expires: f~~:~· t40l" ... .;_;:.~0\ ~(fi9 _,f331CML\ L 

:a:-:" '""Ca...... ~0 ~ otary u 1c , 

6- 2 2_ -U(/ ~ %\ :::~'-t,_j~ ¥ 
~ •• •• <.<&uc •• :.;,:'!" l 
.,, · · ..... . · · ·t;:,~ s ,,, ..... ,~ ,,,,, ...... ,,,,, 

'''"'"'"'''' • •• • • ••• • • • • • • • • • • • • • • • • •• • • • • 
True and Correct 

••• • • 
copy of 

• Origtnal filed in 
Reeves County 
Clerks Office 

--



BOllK 713 PAGE 

EXHIBIT "A" 

Attached to and made of that certain Ass ignment of Oil and Gas Leases dated September 
9, 2005 from C. Danny Foster Petroleum Land Services, Inc., as Ass ignor to Petro-Hunt, 
LLC, as Lessee. 

Lessor Description 
General Land Office Blk 58. PSL Survey 
State of TX M-1 04580 Sec 41 : W/2 

General Land Office Blk 58: PSL Survey 
State of TX M-104580 Sec441 ' SW/4 

General Land Office Blk 59: PSL Survey 
State ofTX M-104580 Sec 21 All 

General Land Office Blk 59: PSL Survey 
State ofTX M-104580 Sec 28: NW/4, S/2 & 

S/2 OF NE/4 

FILE NO . 4510 

Date Recording 
1/18/2005 Vol 703 

Page 289 

1/18/2005 Vol703 
Page 295 

1/18/2005 Vol703 
Page 301 

1/18/2005 Vol703 
Page 307 

4Kf r1«JVf~l·:"f tt( '" t • " ~ .· IJ" • t • • .)A!l HEN1Al. 
011 USf I" " : . •r ;~1 · " ...: CAUSI '-' COI.Ot 
()II R/.0. u ,.,', AJ. L ; ·, , ., .. • ~ ; , · :,.)(1< H~ut 

l,(ll 

--, 
I 

FILED FOR RECOIID Oti' .TIIE. __ .=3:..=0:..=TH:.=:... __ DAI or _ _ S_E_P_T_EMB __ E_R _ __ A. D. 2005 2 : 53 P . M. 

I\'II~~AU--t---DAY Of' OCTOBER A. D. 2005 9 :30 A. M. 

7--;~~~~~~~~~~--· DEPUTY 

•• • • • • • • • ••••• • • • ••• • 

• ••• • • • • • • • •• ••• • 

• • • • • • • • • • • 

••• • • • •• • 

DIAIIIIE 0 - YLOIU!.Z, COOliTY CLERK 
REEVES COUMTY, TEXAS 

I 

( 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

58 1 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and loregoong .s a lull. true and correct photograph•c copy of the 
ong.na· record now •n my la.·ilut cus:ody and possess on as the same s 
l•'ed recorded 1n the pubic records of my offiCe found 1n VOL Il1_ 
PAGE .5B..Q THRU 58 1 OFFIHMRE!JBLIC 

......... ...__...._-<..2005 ... 
• • • 

• • • • • • • • • • • 

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



OWNER NAME 

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

Dallas, Texas 75201 
(214) 880·8400 

TEXAS GENERAL LAND OFFICE 

LEASE NUMBER 
118 • 1019541 

ORIGINAL LESSOR/LEASE NAME 
ST OF TEXAS M 104 58 

RENTAL PERIOD 

Bank One, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur, Texas 77640 

OWNER NO. DATE 

Dec..()S-2005 

DATE 12/05/05 

Page 1 of 1 

CHECK NUMBER AMOUNT 

7003830 $645.00 

CHECK NO 7003830 

LEASE DATE ~~NTHS FROM TO FILE ID 
01/18/05 12 01/18/06 01/18/07 68350·0043 

•• • • PAYMENT TYPE ••• • DELAY RENTAL •••• 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER ij 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVE RM 600 
AUSTIN, TEXAS 78701 
SSN/TAX ID 
RECORDED BOOK 703 PAGE 289 
PROSPECT N W TOYAH PROSPECT 
COUNTY/PARISH REEVES 
TRACT NO 20329 
LEGAL DESCRIPTION 
PEEVES C''li.TNTY TEXAS BLOCK 58. PUBLIC 
SCH:>OL 4 1 : Wf2 BElNG 
J.. 2.9 

ENTRY 

STATE TX 

•• • : • • •• • • . ••• • 

PAYMENT AMOUNT 

BANK SERVICE CHG 

TOTAL AMOUNT 645.00 

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



• •• ••• ••• ••• • •• • • • • • • 1 • • • • • • • • . • • • • • • • •• • • •• • • • • • - . . • • •• 701109 



PAYEE. DETACH THIS PORTION BEFORE CASHING C7 EC 

r ,:>ETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas. Texas 75201 
(214) 880-8400 

I OWNER NAME 

I TEXAS GENERAL LAND OFFICE 

LEASE NUMBER ORIGINAL LESSOR/LEASE 
118 • 1019541 ~"!" ~F ~EXAS M M :15 

REN'I'Ah PER!u 
LEASE DATE MONTHS FROM TO 

NAME 

JPMorgan Chase Bank, N.A. 

FILE 

Jefferson County 
8200 Hwy 69 

Port Arthur, Texas 77640 

OWNER NO DATE 

Dec-12-2006 

DATE 12/12/06 

ID 

Page 1 of 1 

CHECK NUMBER AMOUNT 

7005312 $645.00 

CHECK NO 7005312 

01/18/05 1 2 01/18/07 01/18/08 68350 - 0043 

•• •• PAYMENT TYPE •• • • DELAY RENTAL •••• 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER U 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTI N, TEXAS 78701 
RECORDED BOOK 703 PAGE 289 
PROSPECT N W TOYAH PROSPECT 
COUNTY/PARISH REEVES 
TRACT NO 20329 
LEGAL DESCR I PTION 
REEVES COUNTY TEXAS BLOCK 58, PUBLIC 
SCHOOL LAND SURVEY SEC. 41: W/2 BEING 
129.00 ACRES MORE OR LESS 

ENTRY 

STATE TX 

PAYMENT AMOUNT 645.00 

BANK SERVICE CHG 

TOTAL AMOUNT 645.00 

\L \ 

• • •••••• • 
•• • • • • • • • 

• 
• • •••••• • 
•• • • • • •• • 

• 
•••• • • •••• 
•••• • • • •• • 
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PAYEE· DETACH THIS PORTION BEFORE CASHING CI)ECK 

. PETRO-HUNT, L.L.c.\1 

I OWNER NAME 

1601 Elm Street, Suite 3400 
Dallas, Texas 75201 

(214) 880-8400 

~OF TX GENERAL LAND OFFICE 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO. DATE 

Dec-11-2007 

Page 1 of 1 

CHECK NUMBER AMOUNT 

7006930 $3,225.0( 

t£ASE NUMBER 
118• 1019541 

ORIGINAL LESSOR/LEASE 
ST OF TEXAS M-104580 

RENTAL PERIOD 

NAME DATE 12/11/07 CHECK NO 7006930 

•• 
: • • e e LEASE DATE MONTHS 

12 
FROM TO FILE ID 

68350-0043 •••• • • •••• 
• 

•••• • • •••• 
•• • • • • • •• 
• 

•• • I • • • •• 
• , ..... 

• • 

01/18/05 01/18/08 01/18/09 

• • • • PAYMENT TYPE •• • • DELAY RENTAL •• • • 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER » 73251 
ST TX MF O·l 58 
RECORDED BOOK 703 PAGE 289 ENTRY 
PROSPECT N W TOYAH PROSPECT 
COUNTY/PARISH REEVES STATE TX 
TRACT NO 20329 
LEGAL DESCRIPTION 
REEVES COUNTY TEXAS BLOCK 58, PUBLIC 
SCHOOL LAND SURVEY SEC. 41: W/2 BEING 
129 .00 ACRES MORE OR LESS 

PAYMENT AMOUNT 3,225.00 

BANK SERVICE CHG X,,::: TOTAL AMOUNT 



PAYEE DETACH THIS PORTION BEFORE CASHING cyecK 

. • PETRO-HUNT, L.L.c.V 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 of 1 

OWNER NAME OWNER NO DATE CHECK NUMBER AMOUNT -
TEXAS GENERAL LAND OFFICE 58207 Oct-09-2007 4121325 

"VOUCHER VENDOR INV # INV DATE TOTAL 
AMOUNT 

PRIOR PMTS 
& DISCOUNTS 

10AP945 100 807 10/0 8/07 3, 000 . 00 0 . 00 
"RE-ISSUING ANNUAL DELAY RENTAL CHECK 3700 6770 LEASE 368350-0031 " 

TOTAL I NVOICES PAID 

LEASE NUMBER 
118*1018106 

ORIGINAL LESSOR?LEAS E NAME 
MCCORD B J 

RENTAL PERIOD 
TO FILE ID 

DATE 10/ 09/ 07 

LEASE DATE 
11/ 02/ 04 

MONTHS 
12 

FROM 
11/ 02/ 07 11/ 02/08 68350-0031 

****PAYMENT TYPE****DELAY RENTAL **** 

TO BE CREDITED TO 

OWNER #74385 
ST TX MF104780 
RECORDED BOOK694 PAGE 362 ENTRY 
PROSPECT N W TOYAH PROSPECT 
COUNTY/ PARISH REEVES 
TRACT NO 19042 
LEGAL DESCRIPTION 

STATE TEXAS 

REEVES COUNTY TEXAS BLOCK 58, PUBLIC 
SCHOOL LAND SURVEY SEC. 30:N/ 2 OF 
SW/ 4 BEING 80.00 ACRES MORE OR LESS 

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

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

PAYMENT AMOUNT 3,000 .00 
BANK SERVICE CHG 

ADDITIONAL TEXT 
TOTAL AMOUNT 

$3,000.00 

NET 
AMOUNT 

\/3,000 . 00 

}\ 3 , 000 . 00 

CHECK NUMBER 4121325 

3,000 .00 



;J;r--10/s:P 
RENTAL PAYMEN1 

)ar ~: Fd~J : 23j ~-0 7 
Jcrn E. Patterson. ( nmnuss10n•.::r 
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U11it N umber 

Operator Nam e 

Tax/D: 

0 NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

4194 

PETRO-HUNT L L C 

PA08-30 

Effective Date 2/5/2008 

U11itized For Oil & Gas 

Unit Term ] 2 Months U11it Nam e 

Coull f) 1 

~421-H 
Reeves Old Unit Number Inactive Status Date 

Coull t) 2 

Cou11ty 3 

RRC District: 08 

Unit Type: Temporary 

State Royalty Intere ·t: 0.097453125 

State Part in Unit: 0. 7015625 

Well: OtltPJ' 

0 

0 

0 

0 

0 

Unit Depth 

Below Depth 

Above Depth 

11978 TVD 
13040 TVD 

Formation: Harnett and Wnndfnrd S hales 

M F umber 

Lease Acres 

Tract Participation: 

Lease Royalty 

MF104580 V 

Participation Basis: Sllrface A creaf!r' 

[If Exclusions Apply: See Remarks] 

Tract Number 

129 I Toral Unit Acres 1280 = 
0.1007813 X 

0.25 Manual Tract Participation: 

Traer Royalry Participation 0.0251953 Manual Traer Royalty: 

Tract Royaly Reduction 

Tract R oyalty Rate 

Tract On-Line Date: 

Tuesday, FebruniJ' 05, 2008 

No 

0 

PA08-30 Unit Number 4194 

L = = = = 0i See Remarks I ,--- - <>1 

Page I of./ 



... 

JlfF umber 

Lease Acres 

Tract Participation: 

Lease Royalty 

MF107612 v 
133 1 

0.1039063 X 
0.1 

Tract Royalty Participation 0.0103906 

Tract Roy aly Reduction 

Tract Roy alty Rate 

Tract On-Line Date: 

JltfF 1 umber 

Lease Acres 

Tract Participation: 

Lease Royalty 

No 

0 

MF105289 V 

12.4 1 

0.0096875 X 
0.1 

Tract Royalty Participation 0.0009688 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

M F umber 

Lease Acres 

Tract Participation: 

Lea 'e Royalty 

No 

0 

MF107733 

0.0048438 

6.2 1 

X 
0.125 = 

Tract Roy alty Participation 0.0006055 

Tract Roy aly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

Tue:;day, February 05, 2008 

No 

0 

PA08-30 

Tract 1 umber 2 

Total Unit Acres 1280 = 

!rlanual Tract Participation: 

Jltlanual Tract Royalty: 

Tract 1 umber 3 

Total nit Acres 1280 = 

ft fanua/ Tract Participation: 

Manual Tract Royalty: 

Tract 1 u 111 ber 4 

Toral nit Acres 1280 = 

ft1 anual Tract Pa rticipmion: 

Jltlanual Tract Royalty: 

Unit Number 4194 

.------, 
L ____ ~I See Remark 
,----ol 

L = = = = Ol See Remarks ! ,----ol 

L = = = = Ol See Remarks ! , - ---ol 

Page 2 of -I 



NIF Number MF104778 L/ 
Lease Acres 451 1 

Tmct Participation: 0.3523438 X 

Lease Royalty 0.125 = 
Tract Royalty Participation 0.0440430 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

NIF umber 

Lease Acres 

Tract Participation: 

Lease Royalty 

No 

0 

MF105285 V 
164 1 

0.1281250 X 
0.125 

Tract Royalty Participation 0.0160156 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

MF 1 umber 

No 

0 

MF108664 v 

Tract Number 5 

Total Unit Acres 1280 = 

Manual Tract Participation: 

Manual Tract Royalty : 

Tract umber 6 

Total Unit Acres 1280 = 

Jllf anual Tract Participation: 

Manual Tract Royalty: 

01- ;os-;;;- s- 0 

Tract I umber 7 

Lease Acres 2.4 I Total nit Acres 1280 

Tract Participation: 0.0018750 X 

Lease Royalty 

Tract Royalty Participation 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

Tuesday, February 05, 2008 

No 

0.125 

0 .0002344 

0 

PA08-30 

Manual Tract Participation: 

Manual Tract Royalty: 

Un it umber 4194 

L = = = = 0i See Remarks I 
~----ol 

L = = = = 0i See Remarks I 
~----ol 

L = = = = 0i See Remarks I 
~----ol 
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• 

API umber RRC umber 

Remarks: 

Prepared By: ~ Prepared Date: 0 J./o 5"" /v~ 

GLO Base Updated By: GLOBase Dare: z -s---ot! 
RAM Approval By : -r/4.;, RAM Approval Dare: 2 - '7 - {) § 

I 

GIS By: ~ GIS Date: S"'- IS'"- DK"' 
Mineral Maps By : Mineral Maps Dare: 

Tuesday, February 05, 2008 PA08-30 Unit Number 4194 Paoe -1 of4 



Pooling Committee Report 
To: School Land Board 

PA08-30 
Date of Board Meeting : February 5, 2008 

Unit Number: 4194 
Effective Date: 2/5/2008 

Unit Expiration Date: 2/5/2009 

Applicant: PETRO-HUNT L L C 

Attorney Rep: Paul Tough 

Operator: PETRO-HUNT L L C 

County 1: Reeves 

County 2: 

County 3: 

Unit Name: Block 58, State 42 1-H 

Field Name: Toyah N.W. (Shale) 

Lease MF Lease Expiration Lease Lease Lease Acres Royalty 
~ Number Ro~alt~ Date Term Acres in Unit Part ici(2ation 

SF MF104580 0.25 1/18/2010 5 years 129 129 0.0251953 

RAL MF104778 0.125 2/18/2008 3 years 615 451 0.0440430 

RAL MF105285 0.125 9/1/2008 3 years 615 164 0.0160156 

RAL MF105289 0.1 2/8/2008 3 years 69 12.4 0.0009688 

RAL MF107612 0.1 8/1/2008 3 years 133 133 0.0103906 

RAL MF107733 0.125 11 /30/2009 3 years 18.6 6.2 0.0006055 

RAL MF108664 0.125 11 /15/2010 3 years 2.4 2.4 0.0002344 

SF = State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

Partici(2at ion Basis : 
Private Acres : 382 

Surface Acreage 
State Acres: 898 

State Acreage: 70.16% 
Tota l Unit Acres : 1280 

State Unit Ro~alt~ : 9.75% 

Unit T~1:2e: Unitized for: 

Temporary Oil & Gas 

Term: 12 Months 

Well Location : 

State Land 
RRC Rules: S(2acing Acres : 

Special Field Rule 1280 Acres 



REMARKS: 
Pooling Agreement Number: PA08-30 

o Petro-Hunt LLC is requesting 12-month temporary oil and gas pooling of the 
Barnett and Woodford Shale Formations , defined as the stratigraphic interval or its 
correlative equivalent occurring from 11 ,978 feet to 13,040 feet as shown on the 
Petro-Hunt Block 59 State 35 # 1 H well log. 

o The applicant spud the vertical unit well on December 20, 2007, to test the Barnett 
and Woodford Shale Formations. The well has drilled to a depth of 7,894 feet as 
of January 24, 2008. Proposed total vertical depth is 13,000 feet. The applicant is 
planning on drilling a 4000 foot horizontal lateral across lease lines. 

o With approval of the unit the State's unit royalty participation will be 9.75%. 

o The State will participate from the date of first production. 

o Approval by the School Land Board in no way ratifies the State leases included in 
this proposed unit. 

POOLING COMMITTEE RECOMMENDATION : 

0 The Pooling Committee recommends Board approval of a 12-month temporary oil 
and gas unit under the above-stated provisions. 

~ 

Peter A. Boone - General Land Office 

David Zimmerman - Office of the Governor 

;-2Lf- o<t 
Date: 

/ ·.24 -CJS' 
Date: 
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TERM POOLING AGREEMENT 
PETRO-HUNT, L.L.C. 

BLOCK 58, STATE 42 1-H UNIT 
REEVES COUNTY, TEXAS 

THIS AGREEMENT 1s encered inco by and becween che Commissioner of che General Land Office, on behalf of the scace 
of Texas, as "Lessor• and Pecro Hunc, L.L.C., here1n referred to as "Lessee", and such other 1nteresced part1es as 
may J01n 1n che execucion hereof, che unders1gned parc1es herein collect1vely referred co as che •parcies•, in 
consideracion of che mucual agreements hereinafter sec forth and ocher valuable consideracions, the rece1pt and 
suff1ciency of which are hereby acknowledged, and for the purposes and upon the cerms and cond1C1ons which follow: 

PURPOSES: 1. 

This Pooling Agreemenc ("Agreement") is made for the purposes of conservac1on and ut1l1zac1on of che pooled 
mineral, co prevenc waste, co facilitate orderly development and to preserve correlative r1ghts. To such end, it 
is che purpose of this Agreemenc to effect equ1table parc1cipac1on wichin che un1t formed hereby. This Agreemenc 
is 1ncended co be performed pursuant co and in compliance w1th all applicable scacutes, dec1sions, regulacions, 
rules, orders and direccives of any governmencal agency having Jurisdiccion over che product1on and conservation of 
the pooled mineral and 1n ics 1nterprecac1on and applicat1on shall, 1n all ch1ngs, be sub)ecc thereco . 

UNIT DESCRIPTION: 2 - ·---

The 011 and gas leases, which are included wich1n the pooled un1c, are l1sted on the accached Exh1b1c "A", co which 
leases and che records chereof reference 1s here made for all perc1nenc purposes. The pooled un1c shall cons1st of 
all of che lands descr1bed in Exhib1C •a• accached hereco and made a pare hereof. A plat of the pooled un1c is 
accached hereco as Exh1b1c •c•. 

t!!NERAL._ POOLED: 3. 

The mineral pooled and unic1zed ("pooled m1neral"l hereby shall be 011 and gas 1nclud1ng all hydrocarbons chat may 
be produced from an 011 well or a gas well as such wells are recognized and des1gnated by the Ra1lroad Commission 
of Texas or ocher stace regulatory agency hav1ng JUr1sdlCtion of che drilling and product1on of 011 and gas wells. 
The pooled mineral shall excend co chose depths underly1ng che surface boundar1es of che pooled unit in che Barnecc 
and Woodford Shale formacions, cogecher def1ned as the stracigraphlc incerval or us correlat1ve equ1valenc 
occurring from 11,978 feet co 13,040 feet as seen on the log of the Petro-Hunt, L.L.C., Block 59, Stace 35 No. lH 
well ( •unicized interval") . 

POOLIN~D EFFECT: 4. 

The parc1es hereco commit all of their interests which are w1thin the unit to the extent and as above described 
1nto said unit and unitize and pool hereunder the separate tracts described on the attached ExhiblL •a•, for and 
during the term hereof, so that such pooling or un1t1zat1on shall have che follow1ng effect: 

(a) The unit, to the extenc as above descr1bed, shall be operated as an ent1rety for the 
explorat1on, development and producc1on of the pooled mineral. rather than as separate 
tracts. 

(b) All drilling operac1ons, re~~rk1ng or ocher operacions w1ch respecc co che pooled m>neral 
on land w1thin the unit shall be cons1dered as though the same were on each separace 
Crace in che un1c, regardless of che accual locac1on of che well or wells thereon, for 
all purposes under che cerms of che respecc1ve leases or ocher concraccs chereon and chis 
Agreemenc. In the evenc the unitized area covered by ch1s Agreemenc lS malntained 1n 
force by drill1ng or rework1ng operac1ons conducced on a d1rect1onal well drilled under 
che un1cized area from a surface locat1on on adJacent or adJOlning lands not 1ncluded 
wichin the boundar1es of che unitized area, such operacions shall be cons1dered to have 
been commenced on che un1c1zed area when dr1ll1ng 1s corrrnenced on the adJacent or 
adjoining land for che purpose of direccionally drill1ng under the un1cized area and 
produccion of oil or gas from the un1c1zed area through any direct1onal well surfaced on 
adJacenc or adJOln1ng land or dr1lling or re~~rk1ng of any such d1rect1onal well shall be 
consider ed production or dr1lling or reworking operacions, as the case may be, on the 
un1cized area for all purposes under ch1s Agreement. Noch1ng 1n ChlB Agreemenc 18 
1ntended or shall be conscrued as granting co Lessee any leasehold 1ncerest, easemencs, 
or other r1ghcs in or with respect to any such adjacenc or adjoining land in addit1on to 
any such leasehold 1nterests, easements, or other r1ghts which the lessee, operacor or 
ocher interest owner in the unltized area may have lawfully acquired from che state or 
others. 

(c) Produce ion of the pooled mineral from the unlt allocated to each separate cract, 
respectively, as here1nafter provided, shall be deemed to have been produced from each 
such separate trace in the unu, regardless of che actual locaoon of the well or wells 
thereon, for all purposes under the terms of the respect1ve leases or other contracts 
thereon and this Agreement. 

(d) All rights to the production of the pooled mineral from the un1t, 1nclud1ng royalt1es and 
other payments, shall be determined and governed by the lease or other contract 
pertaining to each separate tract, respectively, based upon the product1on so allocated 
to such tract only, in 11eu of the actual production of the pooled mineral therefrom. 
Provided that, payments that are made on a per acre basis shall be reduced according to 
the number of acres pooled and 1ncluded here1n, so that payments made on a per acre bas1s 
shall be calculated based upon the number of acres actually 1ncluded within the 
boundaries of the pooled un1t covered by th1s Agreement . 

(e) A shut in oil or gas well located upon any land or lease included w1th1n sa1d un1t shall 
be considered as a shut 1n 011 or gas well located upon each land or lease 1ncluded 
within sa1d un1t; prov1ded, however, that shut 1n oil or gas well royalty shall be pa1d 
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to the State on each State lease wholly or partially within the un1t, according to the 
tenns of such lease as though such shut 1n oil or gas well were located on sa1d lease, lt 
being agreed that shut-1n royalties prov1ded in each State lease shall not be shared with 
other royalty owners. 

(f) Notwithstanding any other provis1on hereof, 1t is expressly agreed that each State lease 
may be ma1ntained in force as to areas lying outside the unitized area described in 
Exh1b1t "B" only as provided in each such lease without regard to un1t operat1ons or un1t 
product1on. Ne1ther product1on of the pooled m1neral, nor unit operations with respect 
Lhereto, nor the payment o f shut in royalties from a un1t well, shall serve to hold any 
State lease in force as to any area outs1de the unitized area described in Exhibit "B" 
regardless of whether the production or operations on the unit are actually located on 
the State lease or not. "Area" as used in this paragraph shall be based upon surface 
acres to the end that, except as may otherwise be provided in each State Lease, the area 
1nside the surface boundar1es of the pooled unit, 1f held, will be held as to all depths 
and horizons. 

(g) If the Railroad Corrrn1ssion of Texas (or any other Texas regulatory body having 
jur1sd1Ct1on) shall adopt special f1eld rules prov1ding for oil and/or gas proration 
un1ts of less than 1,280 acres, then Lessee agrees to either (1) drill to the density 
permitted by the Railroad comm1ssion, (2) make application to the School Land Board of 
the State o f Texas to reform the unit to comply with Railroad Commiss1on unit rules, or 
(3) make appl1cation to the School Land Board of the State of Texas for such remedy as 
may be agreeable to the Board. 

(h) This Agreement shall not relieve Lessee from the duty of protecting the State leases 
descr1bed in Exhibit "A" and the State lands Wlthin the boundar1es of the pooled unit 
descr1bed in Exhib1t "B" from drainage from any well s1tuated on privately owned land, 
lying outs1de the unitized area described in Exhibit "B", but, subJect to such 
obligat ion, Lessee may produce the allowable for the ent1re unit as fixed by the Railroad 
Commiss1on of Texas or othe r lawful authority, from any one or more wells completed 
thereon. 

(i) There shall be no obl1gation to drill internal offsets to any other well on separate 
tracts w1th1n the pooled unit, nor to develop the lands withln the boundaries thereof 
separately, as to the pooled mineral. 

(j) Should th1s Agreement term1nate for any cause, 1n whole or in part, the leases and other 
contracts affecting the lands within the unit, 1f not then otherw1se mainta1ned in force 
and effect, shall remain and may be maintained in force and effect under their respective 
terms and cond1tions 1n the same manner as though there had been product1on or operations 
under said lease or contract and the same had ceased on the date of the termination of 
th1s Agreement. 

ALLOCATION OF PRODUCTION: 5. 

For the purpose of computing the share of product1on of the pooled mineral to which each interest owner shall be 
entitled from the pooled unit, there shall be allocated to each tract comm1tted to said unit that pro rata portion 
of the pooled mineral produced from the pooled un1t wh1ch the number of surface acres covered by each such tract 
and 1ncluded in the un1t bears to the total number of surface acres 1ncluded in said unit, and the share of 
product1on to which each interest owner 1s entitled shall be computed on the basis of such owner's interest 1n the 
production so allocated to each tract. 

TAKING ROYALTY IN KIND: 6. 

Notw1thstand1ng anything contained herein to the contrary, the State may, at its option, upon not less than sixty 
(60) days notice to Lessee, requ1re that payment of all or any royalties accru1ng to the State under this pooling 
or unitization agreement be made in kind, without deduction for the cost of producing, gathering, storing, 
separating, treating, dehydrating, compressing, processing, transporting and otherwise mak1ng the oil, gas and 
other products produced hereunder ready for sale or use. 

FULL MARKET VALUE: 7. 

In the event the State does not elect to take 1ts royalty 1n kind, the State shall receive full market value for 
its royalty hereunder, such value to be determined as follows: 

(a) As to royalty on oil by (1) the highest posted price, plus premium, if any, offered or 
paid for 011, condensate, d1stillate, or other l1quid hydrocarbons, respectively, of a 
l1ke type and gravity for the field where produced and when run, or (2) the h1ghest 
market price thereof offered or paid for the f1eld where produced and when run, or (3) 
gross proceeds of the sale thereof, whichever is the greater; 

(b) As to royalty on gas, such value to be based on (1) the highest market price paid or 
offered for gas of comparable quality for the field where produced and when run, or (2) 
the gross price pa1d or offered to the producer, whichever is the greater. 

(For the purposes of this Agreement "field" means the general area in which the lands covered hereby are located.) 

EFFECTIVE DATE: 8. 

Upon execution by the Commiss1oner of the General Land O(flce of the State of Texas th1s Agreement shall become 
effective as of February 5, 2008. 

2 
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TERM; 9. 

Unless this agreement expires earlier pursuant to the terms of the respective leases 1ncluded as a part of this 
Agreement, or on such other date approved by the School Land Board and mutually agreed to by the unders1gned 
parties, the1r successors or assigns, this Agreement shall exp1re on February 5, 2009. Noth1ng here1n shall amend 
or modify Section 52.031 of the Natural Resources Code, or any of the prov1s1ons thereof. which are conta1ned in 
any State lease covered by th1s Agreement . 

STATE J..AND; 10 

Insofar as the royalty interest of the State of Texas in and under any State tract committed to the un1t is 
concerned, th1s Agreement is entered tnto, made and execu"ed by the undersigned Commtsstoner of the General Land 
Office by v1rtue of the authority and pursuant to the provisions of Subchapter E, Chapter 52, of the Natural 
Resources Code, author1zing the same, after the prerequ1s1tes, f1nd1ngs and approval hereof, as provtded 1n said 
Code having been duly considered, made and obtained. 

DISSOLUTION; ll. 

The unit covered by this Agreement may be d1ssolved by Lessee, h1s he1rs, successors or ass1gns, by an 1nstrument 
filed for record in Reeves County, Texas, and a certified copy thereof filed in the General Land Office at any time 
after the cessation of product1on on said unit or the completion of a dry hole thereon pr1or to produc tion or upon 
such other date as may be approved by the School Land Board and mutually agreed to by the undersigned parties, 
their successors or assigns. 

RATIFICATION/ WAIVER; 12 . 

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of th1s 
Agreement by the Commiss1oner shall; (1) operate as a ratificatlOn or revivor of any State lease that has expired, 
terminated, or has been released in whole or in part or terminated under the terms of such State lease or the laws 
applicable thereto; (2) constltute a waiver or release of any cla1m for money, 011, gas or other hydrocarbons, o r 
uLhc r Lhiuy tluc Lu the Ct:ltc by rc:1oon of the e><iotcnec or failure a t such lease , (J) con,. titute a wa1ve r or 
r elease of any cla1m by the State that such lease is void or voidable for any reason, including, without 
llmitation, violat1ons of the laws of the State w1th respect to such lease or fa1lure of cons1derat10n; (4) 
constitute a confirmat1on or recognition of any boundary or acreage of any tract or parcel of land 1n wh1ch the 
State has or cla1ms an interest; or (5) constitute a rat1ficat1on of, or a waiver or release of any claim by the 
State with respect to any violat1on of a statute, regulat1on, or any of the common laws of th1s State, or any 
breach of any contract, duty, or other obl1gat1on owed to the State. 

COUNTERPARTS; 13. 

Th1s Agreement may be executed in counterparts and if so executed shall be val1d, b1nding and have the same effect 
as if all the parties hereto actually joined in and executed one and the same document. For recording purposes and 
in t he event counterparts of this Agreement are executed, the executed pages, together with the pages necessary to 
show acknowledgments, may be comb1ned w1th the other pages of this Agreement so as to form what shall be deemed and 
treated as a single original instrument showing execution by all parties hereto. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement upon the respective dates 1nd1cated below. 

Date Executed 

Legal ~ Content 
Geology 
Executive 
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Date Executed mcV\.t..k. I 0 lb 0 ~ PETRO-HUNT, L.L.C. 

By: 

Bruce w. Hunt 
Its : President 

CERTIFICATE 

I, Stephanie Cr enshaw, Secretary of the School Land Board of the State of Texas, do hereby cert1fy that at a 
meeting of the School Land Board duly held on the 5th day of February, 2008, the forego1ng 1nstrument was presented 
to and approved by sa i d Board under the prov1s1ons of Subchapter E, Chapter 52, of the Natura l Resources Code, all 
of wh1ch 1s set forth 1n the Minutes of the Boa~-~,which I od1an 

I N TESTIMONY WHEREOF, witness my hand th1s the ~day of -1~~~o-~----------------------------7T---' 2008. 

STATE OF TEXAS 

COUNTY OF ___,Dc=.-=O...=J-=LL=ll.41=----------------

This instrument was acknowledged before me on '-rnMt.A. fO, WO~ , 2008, by ~tJ.- UJ. ~ 

as f..A...L.4.l~~I:L ~lr Petro Hunt, J....L.C., a -"'==<1."-'tU=c~=-=-=---------
~~.~:.J.~~~~~ 4 ch-P~p~· 

.. ~~:?!;~~ 
State of Texas 
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Chesapeake Explorati , L.L.C., 
an Oklahoma limited · iii pany 

By: ___ ---zS~--:::o,......::=:~-------
Henry J. ood, ·or Vice President-
Land and Legal & General Counsel r o/ 

STATE OF OKLAHOMA 
§ 

COUNTY OF OKLAHOMA 

) 
) 
) 

This instrument w~s acknowledged before me on this R day of 
~{ II , 200~~y Henry J. Hood, as Senior Vice President- Land and 

Leg I & General Counsel of Chesapeake Exploration, L.L.C. on behalf of sa1d 
limited liability company. 

• • • • • • • • • • • • •• • • • • • • 
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LESSOR 

General Land Office 
State of Texas 

Exhibit A 
Schedule of Leases 

Block 58, State 42 1-H Unit 

Tract 1: Section 41 : W/2 129 Acres MF No. 104580 
LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Petro-Hunt L.L.C. 1/18/05 Vol. 703 Page 289 

Tract 2· Section 41 · NE 1/4133 Acres MF No 107612 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Cathy Crist Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 461 
Louise Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 490 
Moranetz 
Londa Beth Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 480 
Charles L. Wyatt, Jr. Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 500 
Laura Lynn Johnson Petro-Hunt L.L.C. 8/1/05 Vol.721 Page 471 
Ciaramella 
Gary Brent Wyatt Petro-Hunt L.L.C. 8/ 1/05 Vol. 721 Page 510 
Bernie Byron Wyatt Petro-Hunt L.L.C. 8/1/05 Vol. 739 Page 491 

Tract 3: Section 41 : South 18.6 Acres of SE 1/4 MF No. 105289 & 107733 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Fred P. Armstrong Petro-Hunt L.L.C. 2/8/05 Vol. 700 Page 149 
(MF 105289) 
Betty B. Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 505 
April Armstrong Perez Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 527 
Weldon Scott Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 516 
David Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 494 
John Cole Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 483 

Tract 4 : Section 41 : North 2.4 Acres of SE 1/4 MF No. 108664 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Kelly Baxter Petro-Hunt L.L.C. 11/5/05 Vol. 781 Page 471 



Tract 5· All of Section 42· 615 Acres MF No 104778 & 105285 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Anne Covington Petro-Hunt L.L.C. 10/21/07 Vol. 788 Page 542 
Henderson 
Jane Covington Drake Petro-Hunt L.L.C. 10/21 /07 Vol. 788 Page 533 
Ted Michael Covington Petro-Hunt L.L.C. 10/21 /07 Vol. 778 Page 524 
Dela Minerals Petro-Hunt L.L.C. 2/18/05 Vol. 707 Page 241 
Estate of Nellie May Petro-Hunt L.L.C. 4/6/07 Vol. 724 Page 462 
Gohlke 
Wells Fargo Bank Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page 31 
Hewitt Trust 
Wells Fargo Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page16 
Tippins Trust 
Wells Fargo Bank Esther Petro-Hunt L.L.C. 9/1/05 Vol. 781 Page 1 
Shuman Trust 
Scottish Rite Hospital Petro-Hunt L.L.C. 12/1/05 Vol. 721 Page 249 
Catherine F. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Page 82 
D.O. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Page 97 
Catherine F. Wall Tr. A Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 625 
D.O. Wall Tr. A. Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 639 

Private Lands Leases in Unit North 382 Acres of R.E. Montgomery Survey A-538 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Belinda Harrington Petro-Hunt L.L.C. 11/29/07 Vol. 779 Page 772 
Arwilda Harrington Petro-Hunt L.L.C. 11/3/04 Vol. 687 Page 799 
P.O. Sams Petro-Hunt L.L.C. 11/24/07 Vol. 775 Page 455 
Diane H. Leinweber Petro-Hunt L.L.C. 11 /3/07 Vol. 687 Page 144 
White Living Trust Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 520 
Anne Louise Leeds Petro-Hunt L.L.C. 9/26/07 Vol. 779 Page 526 
Helen R. Baumgertner Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 524 
Estate of I.J. Kahn Petro-Hunt L.L.C. 12/6/07 Vol. 781 Page 481 
Merle B. Taylor Petro-Hunt L.L.C. 10/15/07 Vol. 779 Page 528 
Fasken Foundation Petro-Hunt L.L.C. 4/18/06 Vol. 743 Page 313 
Wells Fargo Bank Susan Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 849 
Fasken Hartin 
Management Trust 
Wells Fargo Bank Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 844 
Fasken Family LP 
G.R. Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 826 
Steven Price Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 830 
Revocable Trust 
Frank Andrew Fasken Petro-Hunt L.L.C. 4/ 18/06 Vol. 791 Page 838 



Exhibit B 
Unit Lands 

Block 58 State 42 1-H Unit 

The Unit Lands are located in Reeves County, Texas 

283 acres of land being all of Section 41 , Block 58, PSL Survey 
615 acres of land being all of Section 42, Block 58, PSL Survey 
382 acres being the north 382 acres of the R.E. Montgomery Survey A-538 

• • • •• • • • • • • • • • • • • • • • • • ••• • • • • • • • •• • • • • • • •• • • • • • • 
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.~:;xn~o~t c 
Plat of Unit Lands 

A-3155 

SEC110N 42 
BLOCK 58 

PSL 

42f1H 
GR El. 3012' 

TOTAL LEASE ACREAGE = 
1280 ACRES (CALL) 

PETR01HUNT 
. I 

1131 42f1H I 

TERUINUS POINT: 
4567' 

I 
998' I 

A- 4172 

SECllON 41 
BLOCK 58 

PSL 
Bl.OCI< 58 STATE I Bl.OCI< 58 STATE 

129.0 ACRES (CAll) I 133.0 ACRES (CAll) 

PETRO HUNT 

A-538 

R.E. MONTGOMERY SURVEY 

BLOCK 58 STAlE 
382 ACRES (CAlL) 

77TT7777TT777~-r~~ 

NOTE: THIS PfRMJT PU. T HAS B£DI PRU'AR£D FROM A CERTIFifD SUR\.£Y PU. T 
ON FlL£ IN 1H£ OFFICE OF WA TSOH ~ ASSOCI A TE:S, MIOU.NO, TE:XAS. 

NAD 83, 7DCAS CENTRAL ZON£ COOROINA rES (H£1?£ POSITION) 
SURFACE LOCATION: 
OF 1Hf: -42 /1H: N~I0-494662.6', £-1189024.7'. 
LA TI1UD£ 4< LONGITUO£ OF 1H£ -42/1H: 
LA TI1UD£-JI '2-4'40 . .3·, LONGI1UD£~- IOJ'SJ'OJ. r . 
TE:RMINUS POINT: 
OF TH£ -42 /1H: N-10-4979.39.2', £-1191319.0'. 
LA111UD£ ~ LONGI1UD£ OF TH£ -42/1H: 
LA 717UOC-JI '25'1.3 •• •• LONGI1U0£= -10J'S2'JB.•"· 

APPROXIMATElY 7. 9 MILES NORTHW£ST OF TOYAH, TEXAS 

PERMIT PLAT 

PETRO-HUNT, L.L.C. 

CRID 
SCAU t • -zooo• 

BLOCK 58 STATE 42#1H 
SURF ACE LOCATION: 805' FSL & 1137 FEL 

SECTION 42, 
TERMINUS POINT: 998' FSL & 712' FWL 

SECTION 41, 
BLOCK 58, PSL SURVEY 
REEVES COUNTY, TEXAS 

CXlNSULTING ENGINEERS, LAND SURVEYORS&. !'LANNERS 

PA IIRAWEF. waG 
lliDLAJm. TElW i3702 
14321$~ 

FA! !432.1 520"321Z 
1a001 i$~4U 

DATE: OCT08ER 13, 2007 ACAO FlL£; BLOCK 59 PSI.. 6 JO 07.0WG 
F/S 571/61, STAKED 11/4/07, DRAWN BY: TA 
W-~07 RE\1SED 1/8/08, 1/9/08 

• • • • • • • • . . . - . . . ... 
• • • • • • • •• • • • • • • •• • • • • • 

I, 11£ IJHDERSIGHED, 00 HER£8'1' Ci:RliFY THAT 11£ SUR\10' 
IHFORJIA TION FOUND ON THIS PlAT WAS OERI\'ED FROM ACTUAL FlEI.D 
NOTf:S OF ON- TH£- GROUNO SUR~ ~ BY II£ OR UNO£R IJY 
SUP£R\fSJOH AND IS 1RUE AHO CORRECT TO 7HE BEST OF IJY 
KNOMEDC£ AND 8£1../fF. NO 'IIAR/W4TY IS MAD£ OR IHTEHOfii roR THE 
LOCAJ'I(W OF ANY OR ALL EASOIE:NTS THAT MA Y EXIST~ THE 
BOUNOS OF THIS SUR\IEY. 17£ INFORM A 7ION PRf:;iEJITCD HfRroN IS FOR 
1H£ PRIVATE: USC OF THE PARTY NNED IH THE ilEFFR£HCE ~ 
OF 17£ 1111£ BlOCK AND OO£S NOT CXWSTITUTE A COIJPI.ETE 
BOUNDARY SUR\10' AS O£FJNED BY THE "PROFESSIONAL LAND SURVO!NC 

PRACTICES ACT." ~ 

~GI~SS10NALI..AHDSiR\I£YOR 
1/9/08 1980 

DATE 
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McELROY, S LLIVA & M ILLER, L.L.P. 
ttorney at Law 

\I \II 11\'( I \I>I>RI "" 

P.O. BOX 12 127 
A • Tl 1 , ·r X 787 1 I 

Mr. J. Dary l Morgan, CPL 
Energy Resources Di vision 
Texas General Land Office 

tcphcn F. A ustin Building, 6111 Floor 
I 700 o. ongress A venue 
Austin, Texas 7870 1-1495 

1201 SPYGLA DRIVE 
LliTE 200 

AU T l , rx 787~6 

.June 16, 2008 

Re: Block 58, State 42 1-H Unit, Reeves County, Texas 

Dear Mr. M organ: 

11 111'110' 1 

(5 12) 327- Ill 

I \\ 

(5 12) 327-6566 

Chesapeake Exploration, LLC requests permi ssion to substitute the attached COITCcted 
Exhibit A to for the original Exhibit A for thi s pooling agreement. 

With the agreement of Petro- llunt, the operator of record, Chesapeake has assumed 
operations o f thi s unit under a Joint Operating Agreement. After assuming operations, 
Chesapeake discovered certain unleased undi vided mineral interests in the private acreage in the 
R.E. Montgomery urvcy, A-538. Chesapeake has leased those interests and now desires to 
correct Exhibit A. These interests arc the various Fasken interests shown as the last fi ve entries 
on the corrected Exhibit A, all fi led in Vo lume 79 1 of the Official Records of Reeves oumy. 

The correction of Exhibit A does not add any land to the unit, and no changes arc 
required in Exhibit B or C. It also docs not change the tate' s interest in the unit. 

I f thi s fi li ng is acceptable, I would appreciate a letter acknowledging receipt of the filing. 

inccrcly, 

Clark .lobe 

Enclosure 



LESSOR 

General Land Office 
State of Texas 

Exhibit A 
Schedule of Leases 

Block 58, State 42 1-H Unit 

Tract 1· Section 41 · W/2 129 Acres MF No 104580 
LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY -
Petro-Hunt L.L.C. 1/18/05 Vol. 703 Page 289 

Tract 2· Section 41 · NE 1/4133 Acres MF No 107612 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Cathy Crist Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 461 --
Louise Johnson Petro-Hunt L.L.C. 811/05 Vol. 721 Page 490 
Moranetz 
Londa Beth Johnson Petro-Hunt L.L.C. 8/1/05 Vol. 721 Page 480 
Charles L. Wyatt, Jr. Petro-Hunt L.L.C. 811/05 Vol. 721 Page 500 
Laura Lynn Johnson Petro-Hunt L.L.C. 811/05 Vol.721 Page 471 
Ciaramella 
Gary Brent Wyatt Petro-Hunt L.L.C. 811/05 Vol. 721 Page 510 
Bernie Byron Wyatt Petro-Hunt L.L.C. 811/05 Vol. 739 Page 491 

Tract 3: Section 41: South 18.6 Acres of SE 1/4 MF No. 105289 & 107733 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY_ 
Fred P. Armstrong Petro-Hunt L.L.C. 2/8/05 Vol. 700 Page 149 
(MF 105289) 
Betty B. Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 505 
April Armstrong Perez Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 527 
Weldon Scott Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 516 
David Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 494 
John Cole Armstrong Petro-Hunt L.L.C. 11/30/06 Vol. 753 Page 483 

Tract 4· Section 41· North 2 4 Acres of SE 1/4 MF No. 108664 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Kelly Baxter Petro-Hunt L.L.C. 11/5/05 Vol. 781 Page 471 



. . . . 

Tract 5: All of Section 42· 615 Acres MF No 104778 & 105285 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Anne Covington Petro-Hunt L.L.C. 10/21 /07 Vol. 788 Page 542 
Henderson 
Jane Covington Drake Petro-Hunt L.L.C. 10/21 /07 Vol. 788 Page 533 
Ted Michael Covington Petro-Hunt L.L.C. 10/21/07 Vol. 778 Paqe 524 
Dela Minerals Petro-Hunt L.L.C. 2/18/05 Vol. 707 Page 241 
Estate of Nellie May Petro-Hunt L.L.C. 4/6/07 Vol. 724 Page 462 
Gohlke 
Wells Fargo Bank Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page 31 
Hewitt Trust 
Wells Fargo Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page16 
Tippins Trust 
Wells Fargo Bank Esther Petro-Hunt L.L.C. 9/1/05 Vol. 781 Page 1 
Shuman Trust 
Scottish Rite Hospital Petro-Hunt L.L.C. 12/1/05 Vol. 721 Page 249 
Catherine F. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Paqe 82 
D.O. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Paqe 97 
Catherine F. Wall Tr. A Petro-Hunt L.L.C. 12/1/05 Vol. 726 Page 625 
D.O. Wall Tr. A. Petro-Hunt L.L.C. 12/1/05 Vol. 726 Paqe 639 

p · nvate L d L an s . U . N h 382 A eases m n1t ort cres o f REM 0 0 ontqomerv s urvev A 38 -5 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Belinda Harrington Petro-Hunt L.L.C. 11/29/07 Vol. 779 Page 772 
Arwilda Harrington Petro-Hunt L.L.C. 11/3/04 Vol. 687 Page 799 
P.O. Sams Petro-Hunt L.L.C. 11/24/07 Vol. 775 Page 455 
Diane H. Leinweber Petro-Hunt L.L.C. 11/3/07 Vol. 687 Page 144 
White Livinq Trust Petro-Hunt L.L.C. 9/25/07 Vol. 779 Paqe 520 
Anne Louise Leeds Petro-Hunt L.L.C. 9/26/07 Vol. 779 Paqe 526 
Helen R. Baumqertner Petro-Hunt L.L.C. 9/25/07 Vol. 779 Page 524 
Estate of I.J. Kahn Petro-Hunt L.L.C. 12/6/07 Vol. 781 Paqe 481 
Merle B. Taylor Petro-Hunt L.L.C. 10/15/07 Vol. 779 Page 528 
Fasken Foundation Petro-Hunt L.L.C. 4/18/06 Vol. 743 Paqe 313 
Wells Fargo Bank Susan Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 849 
Fasken Hartin 
Management Trust 
Wells Fargo Bank Petro-Hunt L.L.C. 5/1/08 Vol. 791 Page 844 
Fasken Family LP 
G.R. Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 826 
Steven Price Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 830 
Revocable Trust 
Frank Andrew Fasken Petro-Hunt L.L.C. 4/18/06 Vol. 791 Page 838 
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TE X 

June 16, 2008 

Mr. Clark J obe 
McElroy, Sullivan & M iller, L.L.P. 
P. 0 . Box 12 127 
A ustin, Texas 787 11 -2 127 

RE: Pooling Agreement 
Chesapeake Exploration, LLC/ 
Petro-Hunt 
B lock 58, State 42 1-H Unit 
Reeves County, Texas 

Dear Mr. Jobe: 

L l~ O JI JF J C E 
J ERRY PATTERSO~, COMl\lJSSIO ER 

I hereby acknowledge receipt of your letter dated June 16, 2008, and the revised Exhibit 
"A", to the Block 58, State 42 1-H U nit. These revisions do not change the participation of the 
S tate and are acceptab le to the General Land Office. I have substituted the revised Exh ibit "A" 
for the one previously attached to the Pooling Agreement. 

Thank you for your assistance with this matter, if you have any questions, please do not 
hesitate to contact me. 

J. Daryl Morgan, CPL 
Energy Resources Division 
(512) 305-9 106 

Stephen F. Austin Building · 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin , Texas 78711-2873 

512-463 -5001 · 800-998-4C LO 

www.glo.sratc.tx.us 



Date Filed: ?;/; 6/
1

6f6 r I 
jerrv.k· PattersofA Commissioner 

By VJ ~'ll Oot.J41\ 



M c ELROY, S uLLIVA & MILLER L.L.P. 

Mi\11 lNG i\DDRI·SS 

P 0 . BOX 12 127 
AUSTlt', TX 787 11 

Mr. .f. Daryl Morgan, CPL 
Energy Resources Division 
Texas General Land Office 

tephen F. Austin Building, 61
h Floor 

1700 o. Congress Avenue 
Austin, Texas 78701-1495 

Attorneys at Law 

120 1 SPYGLASS DRI VE 
SUITE 200 

AUSTIN, TX 78746 

October 16, 2008 

Re: Block 58, late 42 # I H Unit, Reeves Coumy /1- /vl( ~ fc O 

Dear Mr. Morgan: 

II·II·I'IIONE 

(5 12) 327-8 111 

1-\). 

(5 12) 327-6566 

Enclosed for your records is a certified copy of the Term Pooling Agreement fo r th is unit, 
as recorded in Book 804, page 333 of the Official Records ofReeves County. 

Thank you for your ass istance with this matter. Please let me kno\ if l can answer any 
questions regarding this filing. 

Clark Jobe 

Enclosure 
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TUM POOL DfO AOIIJIJDOD<T 
PITRO· KUHT , I.. . L .C. 

lr...oot 51, 8TAft 4 2 l·M tnf'IT 
U.-YKS COUNTY, TU.A9 

BOOK l U 4 PAGE 

nus AGRBEMENT h entered into by end between the Conmhaioner o! the General Land O! Uce, on behal! of the Sta te 
of Texaa , .aa •Leaaor• and Petro-Hunt , L. L.C., herein referred to •• •t..eaaee• , and auch other intereated ~rth11 •• 
cnay jo1n i n the execution hereot. the underaigned p.rtiea here in collectively r eferred to ea the •p.ert:l ea• , t.n 
conaidera tion of the mutual agreement• hereinaf ter aet torth and other va luable conlide r a tiona, the r eceipt a nd 
au!tlcie ncy o ! which are hereby a cknowledged, and for the purpoaea and upon the tenw and cooditiona vhich follow 

PURPOSBS 1 

Thia Poollng Agreement (•Agreement•) la made f or the purpoaea of con•ervation and utf.liz.a tioD o! the pooled 
lllnera l, to pre ve nt waete , to faci lita t e orderly developl)@nt and to preaerve cor r e l a tive righta To wch end, it 
h the purpo•e of thi a Agreement to effect equitabl e participation vithin t.he unit f ormed hereby. Thia Agreet"~ent 
i a intended to be performed puraua.nt to and in complia nce with a ll applicable •ta.tutea, dechiona, regulattona, 
ruha, order• and d irect ive• of a ny govenwe.ntal a gency having jurhdiction over the production and conaervation of 
the pooled rrunera l and 1n ita inte rpretation and applicau.on ahall , 1n all th1nga. be: eubject thereto 

UNIT DESCRIPTION ' 

The oil a.nci 941 leaeea , which are included within the pooled unit, are Hated on the a ttached Exhibit •A.• , to which 
l ee.ee a a nd the recorda thereo f reference i a here ~n&de f o r a ll perti.nent purpose•. The pooled unJt 1Mll C'OI'\8iet ot 
a ll o ! the l aneS. deec ribed 1n Exhibit •s• a ttached her eto and •de a part he reo!. A plat of the pooled unit h 
atta ched hereto a a Bxhibi t •c• . 

MINERAL POOL.£0: 

The aUneral pooled and uniti:ed ( •pooled aine r a l•) here by ahall be oil And 9 &• includ.ing o ll hydroca rbon• that ~Y 
be produced ! rom a n oil vell or a g aa vell •• auch wella are recogniz.ed and deeignated by t.he Railroad Oonmhaion 
ot: Tex.aa o r other et.ate regu la tory agency having j uriadiction ot the drilling and production o! oil and gae well• 
The pooled mineral ehall extend to thoee deptha Wlderlying the wrfa c e boundariea o! the pooled unit in the S.mett 
and Woodf o rd Shale ! o nnationa, c.oge ther defined •• the atratigraphic inte rva l or ita correlative equivalent 
occurring from 11,918 t:eet to 13,040 !eet •• aeen on the log o f the Petro·HUnt, L.L.C., Bloelt 59, State JS. No lH 
well (•uni r. i : ed interva l-) . 

POOLING AND S:PPECT: 

The partiea hereto cormU.t all o ! the ir interea ta which a r e within the unit to the extent a.nd •• above deacri~d 
into aaid unit and un itiz e and pool he reunde r the aepar a te tracta deacribed on the o ttoche d Exhibit ·a•. !or and 
during the term hereof , eo that euch pooling or unithation ah&ll ha ve t he following e ffect 

( &) The unit, to the extent •• above deacribed, ahall be operated • • a n entirety tor the 
exploration, development a nd production of the pooled mineral, rather than a a aepante 
t ract a 

(bl All drilling opera tiona, re~rking or othe r opera tion• with r e epect to the pooled '1\f.nera l 
on land within the unit ahall be cona ldered •• though the aame vere on each aep.rate 
tract in the unit, rega rdl eaa ot t he a ctua l locotion or the w-ell or welh thereon, !or 
all purpoaea under the tenne o! the r eapec:tive lea••• or othe r contracca thereon a.._-,d thJI 
Agreement . In t.he e ve nt the unitized a r ea covered by thie Agreeme.nt h maintained in 
f orce by drilling or r evork ing opera tion• conducted on a directional well drilled Wlder 
the unitized area fro. a 1ur fa ce location on adj acent or adjoining l a nda not included 
v it.hin the boundar-tea o ! t.be unitized area , auch operation. ahall be con.idered to have 
been COOI'l'W!nced on the uniti:ed area when drilling i 1 c~nced on the adj a cent or 
adjoining l a nd for the purpoae o f directionally drilling unde r t he unitiz ed area and 
proc:tuctiQ'l o! oil or gaa !Z""Oa the unithed area through any direc-tional vell aurfa ced on 
a djacent or a djo1n.ing land o r drilling or reworking o ! any auc:h directional well e."\all be 
conudered p roduction or drilling o r reworking oper• tiona , • • the c aae may be: , on the 
unitiz.ed area t or a ll purpoaea under thi a Agree-ent Not.hi09 in thle AgreH'I81lt ie 
i n t ended or ahall be conatrued a a g rAnting to Leaaee any l easehold inte r eat. eaan~enta , 
o r other right• in or with reepect to any wch adjacent or a dJoining land in addition to 
any a uch leaeehold intereat a . e aaetnenta, or other righte which the leaaee, operator or 
other intere at o wner in the unitized a re.a may have lawfully a cqui red from the atate or 
othere. 

(c) Production o! the pooled ll'lin11ral from the unit a llocated to each eepara te tract, 
respectively, ae hereinafter provided, 1ha ll be deemed to have been produced t:rom each 
euch eepora te t ract i n the unit, regardleee of the e ctua l loca tion of the vell or wella 
thereon, for a ll purpoaea under t he term• ot t he respective leaaee or other contract• 
there on ond thia Agreement 

ld) All righte to t he production ot t he pooled mineral from the unit, including royalL.ea and 
other paymente , ahall be de t erwdned and governed by the leaae or othe r contract 
per t oining to eoc h eeparate tract, reepe-ctlvely, boaed upon the production ao alloc. te<l 
to auch t ract o nly, i n lieu o f t he a ctual production of t.he pooled minera l therefrom 
Provided that. payments t.hat are IMde on a per acre baaie ahall be. reduced according to 
t.he n.wrber o! a cre• pool ed a.nd included herein, eo t hat payment• ~n~~de on • per a cre bl1la 
ehall be calculated baaed upon t.he number o! a crea actually included wHhln the 
bou..ndariea o f the pool ed unit covered by thh Agreement . 

le) A ehut · in oil or g:ae vell located upon any land or l eaee included within eaid unit ahall 
be: conaidered •• • a.hut in oil or g•• well loca t ed upon each l.__nd or le.• •e included 
within •aid unit ; provided. however , that ahut · in oil or gaa well royAlty ah.all be pa1d 

. . . . . . . .. . : . . . . . . . . . . . . . . . . . 
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to the State on eoch State leaee wholly o r portially within the u.n1t, according to the 
tenw o f euch lu,ee •• though euch ehut·in oil o r goe well were located on eaid leaee, l't 
being agreed thAt ehut in roy•ltiee provided in each State l eoee ehall not be ehored with 
other royal ty ownere . 

CtJ Ho twithetancUng any oth.er provhaon hereof , it h e.x:preaely agreed that each Sta te l eaee 
.way be IIWiintained i n force •• to areaa lying out.tde the: Wl.itited area d.eec ribed 1n 
lbthibh •a• only •• provided in each .ucb l eaee without regard to Wlit operation. or unit 
production . Neither product ion o ! the pooled alneral. no r unit operation• with reapec't. 
thereto, nor the payw~ent or ehut i n roya ltlee fro. a unit well , eNll eerve to hold any 
State 1•••• in torce •• to any a rea outeide the unitized area deecribed in Exhibit •a · 
regardleee o f whether the production or operation• on the unit are a ctually located on 
the State leaae or not •Area• •• ueed in thia paragraph ehall be baeed upon eurfac e 
ac reo to the end tl\at , except ao IMY otherviae be provided In u ch State r..eaae, lhe area 
lndde the eurface boundariea o f the pooled unit, lf held, will be held •• to all depttt. 
and horlzona . 

(gt It the Ra ilroad COfm\leeion ot Tex.ae (or any other Texae regulacory body havlfl9 
juriedlctiont en.ll a dopt apeci al Held rulea providing t o r oil and/or gal proration 
unit• o f lea• than 1,210 a cree, then Leeeee agree• to elther (lt clr:lll to the denetty 
peraitted by the Railroad ComLUeion, (2) N.ke applica tion to the School lAnd SO.rd of 
the Sta te ot: Te.xae t o ret:ona the u.n1t to CCIIII)ly v itb Rt. ilro.d COmlU.eaion un1t rulee, or 
(Jt make applicat ion to the Sc:hool LAnd Board of the Sta te ot Te.u• t or euch remedy aa 
Ny be agreeable t o the Board. 

(hi Thl.a ~ret~~ment aru.u not r elieve Le•••• from t he duty ot protecting the Sta te lea se• 
de1cr i bed in Exhibi t •A• and the State l ando within t he boundar i el ot t h e pooled uni t 
deacribed in Exhibit •a• ! ron~ drainage fro- ..ny well lituated on privately o wned land, 
ly1ng outalde the unitized area deecrlbed: in B:xhib1t •a• . but, eub) e ct to auc.h 
obligation, Leeaee Ny produce the allowable to r t.he ll!ntire unit. •• t t.xed by the R.at.lroad 
COaai 111on o f Te.ue or other lawful authority, tr~ any one or more welle cc.pleted 
the reon 

Cit There a hall be no obligot ion to drill inte~ 1 ofteete to any other well on eeparate 
tract• wnhin the pooled unit, nor to develop t.he l&.nds withl n t he boundanee thereof 
separately, •• to the pooled ftlineral. 

CjJ Should thJe Agreement tena.in.ate for any ca uee, in ""hole or 1n part, the l ease• and othe r 
contract• aftecting the la.nda within the unit , U not t hen othervue IMtnt.uned in f o r ce 
and effect, ehall rerMin and NY be NLntalned in force and effect W'der thelr respect:lve 
tenna and coocbtione 1n the ..me Nntler u though there had been proc:lucc.ion or operauona 
under aa i d lea1e or contra ct and the eame ~d c eaeed on the date o r the teralnotion o f 
thie Agreement . 

ALLOCATION OP P'lODOCfiON s . 

Por the purpoee o f computing the eMre o f produ.ctlon of the pooled alneral to which ea ch intereet. owner ehall be 
entitled from t:te pooled unit, there ahall be allocated to e•ch tract cc::xnnitted to eaid unit t hat p r o rata portion 
o f the pooled mlneral produc ed from the pooled unit wh ich t h e nwaber or aurtac e a c re• covered by eac h auch tuct 
and incl uded ir the unit bears to the total number of eu.r t ace a c re• included in aaid unit, and the ehare o f 
production to W"llch each intereet owner is enc itlod shall be CCifi!PUted on t.he bosh o r euch owner• • l ntereet tn the 
productlon 10 allocated to each t ract 

TAXING ROYALTY IN KIND .. 
Notwith•tandtng anything contained herein to the contr•ry. t.l\.e St• te mG~)" , at lte option. upon not. lee• th.a.n ehcty 
( 6 0) days not lc~ to Le111e, require t hat payment o f all or AnY royaltiee a ccruing to the State under t.h.la pooling 

o r un.it.iz.otion agreement be made tn kind. without deduction for the coat ot producing . gathering~ e tor tng. 
eeparatlng , treating , dehydrating , COft"'Preeeing, procesalng, transporting and otherwile cn&king the oil. g oa and 
o ther p roduct• :;>roduc ed hereunder ready tor ••le or u•e . 

PULL MARXBT VALJE : 

In the event tM Sta te doel not. elect t.o take lt• royalty ln kind, the Sta te eMU r e ceive full Nrket value tor 
ita r oyalty her•under, e uch value to be det.end.ned ae f o llow• 

Ca l AI to royalty on oil by (1) the highest poated price, plue pretaiu•. U any, otfered or 
paid Cor oil, condene•te, dietillate, or other liquid hydrocarbon•. reepectively, o r a 
like type and gr•vity for t he Held where produced •nd when run. or (2) t he h igbe•t. 
market prlce t.he reot o Cfered or paid f or the lleld where produced and when run, or () ) 
gro11 proceedll of the aale thereof , whic hever h the grea ter; 

(b) Ae to r oya lty o n gae , euc h va lue to be b.ued on CU the highelt trw~rket prtce p.1d or 
o ffered t or gaa of coq>orable quali ty for the Ueld where produced and when run, o r (2) 
t he gr011 pnce p.id or o t'tered t o t he producer, whichever h the g reater. 

(For the purpoeea o f thi e Agreement •field• ~ana the general area in which the lande cove red herl"by are loe4it.ed 

EPP£criVE OATB1 

Upon execution by the Cocrmi ••ioner o f the Generol L.and Ott. ice ot the State ot Texo e this Agreement. ehal l become 
e ffective •• of February 5, 2008. 

. . . . . . . . . . .. . . . . . 
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unlt&l •:-o.e ag:ee~~~rnt. ~xpJ.rftl e~trli~r purauant to the ten. ot :he r~apect1ve Jeaeee U'\Cludf)1 a a pan o! thll 
AJ:tm·<"~• or en O>C!l C>Lher doLe opprond by th• SCI\ooi I.Jnd Board And IIIUtuolly oq:ted tO by U• und•rslgnod 
; .t:"'': 1es, th~l= succesaorr: or aaa1graa, clue Agreeo~nt a hall exp1reo on Ft"bruary S, 2009 t-:othlng n,.rtoln shal: a"!''end 

! C'Od:.!y Sl'":tton 52 031 cf "ht! Natural Reoeourcea Cod~. or any ot the pro ... taio."la th~r~ot. whl ·h _.r~ cont..a~n'"'d in 
Arr'/ S:a~e leAte covert"d by t hi a Aqrf'flle.~"nt 

10 

:nsc ' ar .a a t:-.,. rcrJ'a!:y tnten~a· of tht" State o! Teua tn and under any St•te tr•c' COM"'J.t' « t.o .. he unit 1s 
~cr.cerned, 'h.ia AgreerMr.t u entf"red 1nto, ~Wde and Pxecu:'ed by the underai~"led CQM'I!,ilaloner of tbe Ce.:wr•l !And 
(!!!ice by vtru•• of rhe authorny and purauant to the rrov .. atons c.! 5-lbctwr:.er £. Qlap .. ..,r ~2 o! the fo;:a"'ur.tl 
Joeaourcea CoUe. t~~uthori:1nq ':.ht" BAlM' o'tltter .. t:e prer'"'TJlalteoa. hndlnga. ""d .tpproval hArf!'O! IU prOYid~ ;.n said 
COde Uv.ng 'b4-... n d>.ly conaidrr-"'d IMtifl' •nd o~:•1n~ 

OlSSCl.t.rriC!~ ll 

The unu covered bi thla Ag:-eefNI'nt ""'Y ~ JiaaolvPd by Lfoa5re~ hi• h~ln F.J~ceaaora or ansgns. by an lt"'..S!rumetl'" 
t 1led for tf<Ord tn Reeve• county, Ttua. "nd a Ct"rt!fl~ ccpy theore-"! 'lled 1n the Cic't•"'rlll Land O!flce at all}' tune 
after the ceaaatlon of produe:t 1tn on -.:tid unit or th'"' ctln'plf" .. iO."'l ot A dry ~le th10t~On rr1cr to p:~uct:.on or upon 
aueh other date aa NY be approved b\-' thf'll School Land Board a:'\d n-Jtu\lly -\gr..-~ to by thff ur:d.,rau~r.ed pan1e11, 
thet r auccPaaora or olBI'IIlqn• 

RA.TJFlCATlCN fW.\lVEP 

Nothtng 1n thta Agreect'W'nt. nor thf' '"prove\ o! thla Agreto"""'nr:. by t:h'" School Ldnd BQoiJrd. oor "'he f'xecution ct thU 
A.greeftllt'nt by :he CC)alftl .. auont!r ah•ll IS) o~rat.t! •• a ratlflcatton or rev1vor of ony ltfl'• lt•ase that haa VI'J)l:--e1. 
ter'll'lnated, or ha• bt>e-r. rel•••f"d lll vhoJco or an part or teri!'Uldt..cl under th~ t,.t?.l8 or euch It tt• leaae or tt:P l•va 
•ppLce.ble- then•to, (2) con8tlt.tJ1:e " ~~ouver or rele•ar ct !!ony chie tor rcaer·. o1i. 91111 cr C''her hydrocarbcna:~ or 
other thing Jt..e to thflt St•te by re ... ecm er the exutence or !Ailur<e ct auch le.a••: OJ C(!.natitute a J.a!.v.-r ot 
r•lthtat"" o! lt.OY clal.m b~· ,h,. t1•e that auch l,.~ue 1a vend cr votd•tt•le !or "'"'Y reaaon. includ1!':9, v1thout 
l1m1~auon, v1olat.1ona or thft hva ot the &tat~ w~th reap~C't to such ~~••• cr f•ilure of ccna1derat1on, C·at 
conaotute • con!t.rm.ltion cr recO"lratton or a:-.y boUndary or acrea9e o! any tract or J)4rcel or :•nli :n wh1=h thtt 
St~te haa or clalma an lnttortt•t, 01 t~) conatlt.ute a ral1!1cauc:n of, or a -watver or rele<'~Bto cf 1ny claun h)' the 
St..He wah respect to •ny vlol .t. tlOn ot a It-' ' utt-, :-egulataon, or any of th• C()('l'f"'''QO 1 "•'• et thu 5:'tatr, or ony 
breach o! any con• r"'c". l.lul\-'. cr cth,.r obl1g~t1on ower:t to thf' St.)lf' 

COUNTP.RPAUJ! ll 

Thu AgrrrmtOnt may be ~xeocutf'(1 in counterpart• and t! ao executed ahall be vdtd. bindifltl •nd h.we "he- aa~ !!H~ct 

aa if ,, 11 th,. parttee h~rf"to actually )otnf'd 1n and t".xecuted one and the aD!Tl(l di')Cultlf'nt Per recorC1ng purpo8f's ond 
lO Lhf': ev~nt count~rparte or thu At)reH~tnt are- executed, the exerut(f(t paqea, tog~"htH wah tht- ~eoa nf"cess,.ry 1!.0 
anew oer.nc.o"":~nta m~y be contunrd wHh thfll other po'lea o! o;hts ~ree-,....nt ao as to •crm 'What eh411 t,. d~r"""!<i and 
"reALed ae • •1,.gl~ ort~ln.~t.l tn•• '"~nt anc ... tna exreutton by all P'ttt t"'• hert"'O 

lN w:nn:ss WHEPF"'F t":eo parts•• ht-rt~~to hav,. executed .. h111 AQrce~nt uron "'h"' respe-ct i'" d1t ... tndic.\:.ed ~!ov 

Le<J•I 
Cont,.n· 
Oecloyy 
Exec:utlv 
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Date lbtecuted "'n\.aA t.J,.. IO, d00Q' PSTRO HUNT, t. . t. C. 

Bruce W. Hunt ~ 
Pres~dent ~~q:l 

Ita ------------------- ~ 

%% 

CERTl FICATE 

I. Stephanie crenshaw, Secretary oC the School t.dnd Bo4rd of the St•te o t Texaa , d o hereby c ert 1fy that a l a 
mee ting of the School L4nd &oerd duly held on the 5th day o C Pebruary, 2008 , the toregoh19 innrument wae preaented 
to and a pproved by aaid Board under the proviaiona or SUbc:h4pcer B, Chapter 52, ot t he Natural Reaourcea Code, •11 
ot which ia 1et forth in the Minute• of the S.O.rf ~o~whJch 1 t ocU 

IN TESTUC)NY WHCR.EOP, w1tneaa ary hand thla the ~~ day of _,_.._~.,..."-f-----'7"-----:---· 2001 . 

STATE OF TEXAS 

COUNTY OF Q ().I f (l$ 
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STATE OF OKlAHOMA 
§ 

COUNTY OF OKlAHOMA 

This instrument wRs acknowledged before me on this J.fit day of 
~(\ I , 20~Pby Henry J . Hood, as Senior Vice President - land and 

Lega & General Counsel of Chesapeake Exploration, L.L.C. on behalf of said 
limited liability company. 

My Co~~ission Expires:g~b1£?~2D l \ 
Comm1ss1on Number: 0 l 

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

.. .. " . . . 

Notary Public 
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LESSOR 

General Land Office 
State of Tex.:s 

Exhibit A 
Schedule of Leases 

Block 58, State 42 1-H Unit 

Tract 1· Section 41 · W/2 129 Acres MF No 104580 
LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Petro-Hunt l.L.C. 1/18/05 Vol. 703 Page 289 

Tract 2· Section 41 · NE 1/4133 Acres MF No 107612 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Cathy Crist Petro-Hunt L.L.C. 8/1/05 Vol 721 Paae 461 
Louise Johnson Petro-Hunt L.L.C. 811/05 Vol. 721 Page 490 
Moranetz 
Londa Beth Johnson Petro-Hunt L.L.C. 811/05 Vol. 721 Paae 480 
Charles L. Wyatt, Jr. Petro-Hunt L.l.C. 811/05 Vol. 721 Paae soo 
Laura Lynn Johnson Petro-Hunt L.L.C. 811/05 Vol.721 Page 471 
Ciaramella 
Gary Brent Wyatt Petro-Hunt L.L.C. 811/05 Vol. 721 Paae 510 
Bernie Byron Wyatt Petro-Hunt L.L.C. 811/05 Vol. 739 Paae 49 1 

Tract 3· Section 41 · South 18 6 Acres of SE 1/4 MF No 105289 & 107733 
LESSOR LESSEE 

Fred P. Armstrong Petro-Hunt L.L.C. 
(MF 105289} 
Betty B. Armstrona Petro-Hunt L.L.C. 
April Armstrong Perez Petro-Hunt L.L.C. 
Weldon Scoh Armstrona Petro-Hunt L.L.C. 
David Armstrona Petro-Hunt l.L.C. 
John Cole Armstrona Petro-Hunt L.L.C. 

LESSOR 

Baxter Petro-Hunt L.L.C. 

LEASE DATE 

2/8/05 

11/30/06 
11/30/06 
11/30/06 
11/30/06 
11/30/06 

11/5/05 

RECORDING DATE 
REEVES COUNTY 

Vol. 700 Page 149 

Vol. 753 Paoe 505 
Vol. 753 Paae 527 
Vol. 753 Paae 516 
Vol. 753 Paae 494 
Vol. 753 Paae 483 

and Correct 
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. ' 

Tract 5· All of Section 42· 615 Acres MF No 104778 & 105285 
LESSOR LESSEE LEASE DATE RECORDING DATE 

REEVES COUNTY 
Anne Covington Petro-Hunt L.l.C. 10/21107 Vol. 788 Page 542 
Henderson 
Jane Covington Drake Petro-Hunt L.L.C. 10/21107 Vol. 788 Pacie 533 
Ted Michael Covinoton Petro-Hunt L.l.C. 10121107 Vol. 778 Paoe 524 
Deta Minerals Petro-Hunt L.l.C. 2118/05 Vol 707 Paoe 241 
Estate of Nellie May Petro-Hunt L.L.C. 4/6/07 Vol 724 Page 462 
Gohlke 
Wells Fargo Bank Mary Petro-Hunt L.L.C. 9/1/05 Vol. 724 Page 31 
Hewitt Trust 
Wells Fargo Mary Petro-Hunt L.L.C. 9/1105 Vol 724 Page16 
Tiooins Trust 
Wells Fargo Bank Esther Petro-Hunt L.L.C 9/1/05 Vot 781 Page 1 
Shumon Trust 
Scottish Rite Hospital Petro-Hunt L.L.C. 12/1/05 Vol. 721 Paoe 249 
Catherine F. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Paoe 82 
D.O. Wall Tr. B Petro-Hunt L.L.C. 12/1/05 Vol. 724 Paoe 97 
Catherine F. Wall Tr. A Petro-Hunt L.L.C. 12/1/05 Vol. 726 Pa!le 625 
D.O. WCIII Tr. A. Ptltro-Hunt L.L.C. 12/1/05 Vol 726 Pace 639 

Private Lands Leases in Unit North 382 Acres of R.E. Montaomerv Survey A-538 
LESSOR LESSEE 

Belinda Harrington Petro-Hunt L.L.C. 
Arwilda Harrin!llon Petro-Hunt L.L.C. 
P.O. Sams Petro-Hunt L.l.C. 
Diane H. Leinweber Petro-Hunt L.l.C. 
White Livino Trust Petro-Hunt L.l.C. 
Anne Louise Leeds Petro-Hunt l.L.C. 
Helen R. Baumgartner Petro-Hunt l.L.C. 
Estate of I.J. Kahn Petro-Hunt L.L.C. 
Merle B. Taylor Petro-Hunt L.l.C. 
Fasken Foundation Petro-Hunt L.L.C. 
Wells Fargo Bank Susan Petro-Hunt L.L.C. 
Fasken Hartin 
Manaoement Trust 
Wells Fargo Bank Petro-Hunt L.L.C. 
Fasken Family LP 
G.R. Fasken Petro-Hunt L.L.C. 
Steven Price Fasken Petro-Hunt L.L.C. 
Revocable Trust 
Frank Andrew Fasken Petro-Hunt L.L.C. 

LEASE DATE 

11/29/07 
11/3/04 

11124/07 
11/3/07 
9/25/07 
9/26/07 
9/25/07 
12/6/07 

10/15/07 
4/18/06 
5/1108 

5/1/08 

4/18/06 
4/18/06 

4/18/06 

RECORDING DATE 
REEVES COUNTY 

Vol. 779 Paae 772 
Vol. 687 Paoe 799 
Vol. 775 Paae 455 
Vol. 687 Paoe 144 
Vol. 779 Paoe 520 
Vol. 779 Paoe 526 
Vol. 779 Paae 524 
Vol. 781 Paoe 481 
Vol. 779 Pace 528 
Vol. 743 Paoe 313 
Vol. 791 Page 849 

Vol. 791 Page 844 

Vol. 791 Paoe 826 
Vol 791 Page 830 

Vol. 791 Pace 838 
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Exhibit B 
Unit Lands 

Block 58 State 42 1-H Unit 

The Unit Lands are located in Reeves County, Texas 

283 acres of land being all of Section 41 , Block 58, PSL Survey 
615 acres of land being all of Section 42, Block 58, PSL Survey 
382 acres being the north 382 acres of the R.E. Montgomery Survey A-538 

.... -
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SEC'TK»4 41 
BLOCK 58 
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37 

e SURFACE LOCA TlON OF THe 42-TH ST 
1137 ffi ANO 805 FSL GNO. flEV. # 3012' 
SCCT70N 42, BLOCK 58. P.S.L 
NAO 27 LAT.: 31.'11097" LON· -103.88444' 

II! PENETRA TlON POINT 
1485' ffi ANO 864' FSL 
S£CT70N 42, BLOCK 58. P.S.L 
NAO 27 LAT.· 31.41121" LON: -103.88500' 

0 BOTTOM HOLE LOCA TlON 
1178' Fm. 4l 445' FSL 
SECT70N 41, BLOCK 58. P.S.L 
NAO 27 LAT.· 31.41874 ' LON: -103.87537" 

{SURFACE LOCAT70N COORDINATES AS STAKED. 
PENETRAT70N POINT ANO BOTTOM HOLE COORDINATES 
PROIIIOE:D BY CHESAPEAKE) 

Fll.E# 4127 

NAO 8J, TEXAS CENTRAL ZONE COORDINATeS (HERE POSJnON) 
SURFACE LOCA nON: N:l0494662.6', E:ll89024. 7', 
LA nTUDE=J7 '24 '40.J". LONGITUDE•-lDJ'5J'OJ. 7". 

HOT£: IHIS AS-DRIU.£D PI.A T HAS 8fDI PRCPIIRfD F'ROI.I A COI71F7£D SUR~ 
PlAT 0H fl.£ IN m£ Clf'flC£ OF WAISCH .t ASSOOAIFS. ldJUH.l. 7DCAS. 

APPROXII.tAYfl.Y 7.9 MII£S NOR7Hit£ST OF TOYAH. Tt"Xi\S. 

AS-DR1u.£D Pl.A T 

CHESAPEAKE OPERATING INC. 
BLOCK 58 STATE 42-1 H ST, DRILLING UNIT 
SECTIONS 41 & 42, BLOCK 58, PSL SURVEY 

AND PORTIONS OF 

iSOOW. 
sum: ::m t7'J'/03) 
P.O. DRAWER 11166 179702) 
li!DWD, TEXAS 
Pllll (~32) 520-9200 
PAX (432J 520-92l2 

R.E. MONTGOMERY SURVEY 
REEVES COUNTY, TEXAS 

I, THE UNDERSIGNfV. DO Ht:REBY C£RTI Y THAT TH£ SURVC• •NFOflt.IATI()N 
FOUND ON THIS PlAT WAS (}£RI'tfl) FRr t.l ACTIJAL n£lD NOT!:S or 
ON· IHC •GNOCINO SUR'>f:YS UAOl' BY ML 'R UNtXR MY SUPEPVISIO.V Ao\'D 
IS TRt.IE AND CORRECT TO THC BEST OF MY KNO-If.ETXE A":? B!'uu NO 
WARRANTY IS MADE OR INTE:N0£0 FOR TH£ LOCA ;,ON Of A~ I OR AlL 
EAS£1.1CNTS THAT MAY DUST M IHIN THE BOUN,)S OF 'NIS S'.iRI/CY THE 
/NFORMA nON PRESENTED HFR£0N IS FOR T1•£ Pr. ... VATE USE OF THC PARTY 
NAMED IN TH£ "REFERfNCE PORnON" or iH£ nP..C olOCK ,1.\'tJ DOES NOT 
CONSn!lJTL A COMPLETE BOUNDARY SURVf'" AS 'XnNCD BY Tl,i 
"PROFE:SSIONAl LAND SURif:YINC PRACTIC£5 ACT • 

8/ 22./ 08 

£: AI: BLOCK 69 PSL d BLOCK 59 PSL 6 :JD 07 corlfi<X> d 

CHESAPEAKE OPERATING, INC. , 
BLOCK 58 STATE 42-lH ST 

DA'I£ 

SURF. LOG. 805' FSL & 1137' FEL, SEC. 42 , 
P.P. 864" FSL & 1485' f EL, SEC. 42 
B.H.L. 445'FSL & 1778' FWL, SEC. 41, 

BLOCK 58, P.S.L., REEVES COUNTY, TEXAS . 
.00 NO.. w-8212-08 nn.o BOOK DRAFT ..E.._ REV. .E._ 

FILED FOR RECORD ON TBE. __ 2.t..9:LTH.LD.. ___ OAY OF __ S_E_P_TEMB_· __ E_R _____ A.O . 2008 8;57 A. H. 

OF-OCTOBER A.D. 2008 9:00 A. H. 

DIANNE 0 . FLOREZ, COUNTY CLERK 
REEVES COUNTY , TEXAS 

:141 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg 1s a full, true and correct photographic copy of the 
onginal record now In my lawful custody and possession, as the same Is 
filed/recorded 11 the public records of my offiCe, found 11 VOL 8..0..Q_. 
PAGE ..J33._, THRU J 4 1 

eq 
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Unit Number 

Operator ame 

Ta.xJD: 

0 NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

PAOS-223 

4390 

CHESAPEAKE OPERA TJNG INC 

Block 58, State 42 1-H 

Effective Date 2/5/2009 

Unitized For Oil & Ga 

Unit Term 6 Montlts Unit Name 

County] Reeve Old Unit Number Inactive Status Date 

County 2 

County 3 

RRC District: 08 

Unit Type: Temporary 

State Royalty Interest: 0.097453125 

4194 

0 

0 

0 

0 

~~hn~~~ ams~s 

Unit Deptlt Well: Other 

Below Deptlt 

Above Deptlt 

M F Number 

Lease Acres 

Tract Participation: 

Lease Royalty 

11987 TVD 
13040 TVD 

MF104580 

129 

0.1007813 

0.25 

Tract Royally Participation 0.0251953 

No Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

0 

Formation: Barnett and Woodford Shale. 

Participation Ba ·is: Surface AcrPaf!P 

{If Exclu ions Apply: See Remarks} 

I 

X 

= 

Tract Number 

Tow/ Unit Acre 1280 

Manual Tract Participation: 

Manual Tract Royalty: 

0 L.J - 0?-0J.) 3> 

Thursday, ovember 20, 2008 PA08-223 Unit Number 4390 

2/5/2009 

L = = = = 0i See Remarks~ r----ol 

Page I of .f 



JVIF umber MF1 07612 Tract Number 2 

Lease Acres 133 1 Total Unit Acre 1280 = 
Traer Participation: 0.1039063 X 

Lease Royalty 0.1 
Manual Tract Participation: 

Tract Royalty Participation 0.0103906 Manual Tract Royalty: 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

M F Number 

Lease Acres 

Tract Participation: 

Lease Royalty 

No 

0 

07 - loS J-3 ~ 

MF105289 Tract Number 3 

12.4 I Total Unit Acres 1280 

0.0096875 X 
0.1 IY!anual Tract Participation: 

Tract Royalty Participation 0.0009688 Manual Tract Royalty: 

Tract Royaly Reduction 

Tract R oyalty Rate 

Tract On-Line Date: 

M F Number 

Lease Acres 

Tract Participation: 

Lease Royalty 

No 

0 

07- IOS~f../1 

M F1 07733 Tract Number 4 

6.2 I Total Unit Acres 1280 = 
0.0048438 X 

0.125 = Manual Tract Participation: 
Tract Royalty Participation 0.0006055 Manual Tract Royalty : 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

Tuesday, 011ember 18, 2008 

No 

0 

01 - I u .5 1- ~1 ) 

PA08-223 Unit Number 4390 

L = = = = oi See Remarks ! r---- ol 

,-------1 
L ____ __:>1 See Remark 
~----ol 
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MF I umber MF104778 Tract Number 5 

Lease Acres 451 I Total Unit Acres 1280 

Tract Participation: 0.3523438 X 

Lease Roy alty 0.125 lV/anual Tract Participation: = 
Tract Royalty Participation 0.0440430 Manual Tract Royalty: 

Tract Roy aly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

MF umber 

L ease Acres 

Tract Participation: 

Lease Royalty 

No 

0 

MF105285 

164 1 

0.1281250 X 
0.125 

Tract Royalty Participation 0.0160156 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

No 

0 

07- lOS J- su 

Traer umber 

Total Unit Acres 

6 

1280 = 

Manual Tract Participation: 

Manual Tract Royalty : 

07- IOS""/-50 

MF umber MF108664 Tract umber 7 

Lease Acres 2.4 I Total Unit Acres 1280 

Tract Participation: 0.0018750 X 

Lease Royalty 0.125 = Manual Tract Participation: 
Tract Royalty Participation 0.0002344 Manual Tract Royalty: 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

Tuesday, ovember 18, 2008 

No 

0 

01-/0SJ-'11 

PA08-223 Unit Number 4390 

,....------ , 
L __ __ ~~ See Remark 
~---- ol 

L = = = = Oi See Remarks I 
~----ol 

L = = = = oi See Remarks I 
~----ol 
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A PI Number RRC Number 

Remarks: 

Prepared By: RD.-tJ Prepared Date: }J /1 o, /O'iJ 

GLO Base Updated By : M GLOBase Date: 11 7 -z.o 7 o;?? 

RAM Approval By : 4 RAM Approval Date: !£(..2-~{_df 
GIS By: GIS Date: 

Tuesday, ovember 18, 2008 PA08-223 Unit umber 4390 Page .J of4 



Pooling Committee Report 
To: School Land Board 

Date of Board Meeting: November 18, 2008 
PAOS-223 

Unit Number: 4390 
Effective Date: 2/5/2009 

Unit Expiration Date: 8/5/2009 

Appl icant: 

Attorney Rep: 

Operator: 

County 1: 

County 2: 

County 3: 

Unit Name: 

Field Name: 

Lease MF 

~ Number 

SF MF104580 

RAL MF104778 

RAL MF105285 

RAL MF105289 

RAL MF107612 

RAL MF107733 

RAL MF108664 

CHESAPEAKE EXPLORATION LLC 

Clark Jobe 

CHESAPEAKE OPERATING INC 

Reeves 

Block 58, State 42 1-H 

Toyah N.W. (Shale) 

Lease Expiration Lease Lease 
Ro~alt~ Date Term Acres 

0.25 1/18/2010 5 years 129 

0.125 2/18/2008 3 years 615 

0.125 9/1/2008 3 years 615 

0.1 2/8/2008 3 years 69 

0.1 8/1/2008 3 years 133 

0.125 11 /30/2009 3 years 18.6 

0.125 11 /15/2010 3 years 2.4 

Lease Acres Royalty 
in Unit ParticiQation 

129 0.0251953 

451 0.0440430 

164 0.0160156 

12.4 0.0009688 

133 0.0103906 

6.2 0.0006055 

2.4 0.0002344 

SF = State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

Private Acres: 382 
ParticiQation Basis: 

Surface Acreage 
State Acres: 898 

State Acreage: 70.16% 
Total Unit Acres: 1280 

State Unit Ro~alt~: 9.75% 

Unit T~pe: Unitized for: 

Temporary Oil & Gas 

Term: 6 Months 

Well Location: 

State Land 
RRC Rules: Spacing Acres: 

Special Field Rule 1280 Acres 



REMARKS: 
Pooling Agreement Number: PAOS-223 

o Chesapeake Exploration LLC is requesting a 36-month extension of the temporary 
Block 58, State 42 1-H Unit. 

o On February 5, 2008, the School Land Board approved 12-month temporary oil 
and gas pooling from 11 ,978 feet to 13,040 feet. 

o The applicant completed the unit wel l on August 5, 2008 at a rate of 2.9 
MMCFGPD. 

o With approval of the unit extension the State's unit royalty will remain 9. 75%. 

o Approval by the School Land Board in no way ratifies the State leases included in 
this unit. 

POOLING COMMITTEE RECOMMENDATION: 

0 The Pooling Committee recommends Board approval of a 6-month extension of 
the Block 58, State 42-1 H Unit. 

Peter A. Boone - General Land Office 

0d~ 
David Zimmerman - Office of the Governor 

II- 5- tJ g; 
Date: 

I I ·~oe 
Date: 

))-J- -o& 

Date: 
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Chesapeake Exploration L.L.C. 
Block 58, State 42 1-H Unit 
Toyah N.W. (Shale) Field 
Reeves County 

MF105285 

MF104778 

MF104580, MF104778, MF105285, MF105289 
MF107612 , MF107733, MF108664 
Unit# 4390 
PAOS-223 
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NAD 1927 Albers 
Proj9ction "Albers 

FaiSe_Easang 0 000000 
Faise_Nonhlng 0.000000 

Central Mendian -100 000000 
Standatd Paral el 1 28.000000 
StandarcfParaUel-2· 35000000 
Latitude.::-Of_Ongi, 31 000000 

GCS_North_Amencan_1927 

3,000 Feet 

MF105289 

44 
44 

The Texas General Land Office 
makes no representations or 

warranties regarding the accuracy 
or completeness of the information 

depicted on the map or the data 
from which it was produced. 
This map is NOT suitable for 

navigational purposes and does 

45 

• 
Map Compiled By: 

I I I I I 

not purport to depict or establish 
boundaries between private 

and public land. 

Zeke Guillen 
Information Systems - GIS 

November 18, 2008 



FIR TAMENOME TOFTERJ\1 POOLI GAGREEME 'T 
I'ETRO-H T. L.L.C. 

BLOCK 58, TATE 42 1-H NIT 
REEVES 0 1 TV, TEXAS 

WIIEREAS, on February 5, 2008, the 131ock 58, State 42 1-H Unit was presented to and approved by the School Land Board of the 
State of Texas pursuant to the provisions of Subchapter E, Chapter 52, of the Texas Natural Resources Code; and 

WI IEREAS, pursuant to such approval Petro-l lunt, L.L.C. et al. and the Commissioner of the General Land Office of the State of 
Texas entered into that certain Term Pooling Agreement ("Agreement") to pool cenain State lands into the Block 58, State 42 1-H Unit, covering 
I ,280 acres of land in Reeves County, Texas, as more panicularly described 111 said Agreement on file in the Archives and Records of the Texas 
General Land Office at Austin, Texas, in Mineral File No. M-104580; and 

WII EREAS. Chesapeake Exploration, L.L.C. is the current operator of the Block 58, State 42 1-11 Umt; and 

WII EREAS, said Agreement was executed by the parties thereto subject to the provision that it would expire on February 5, 2009; 
and 

WII EREAS, on November 18, 2008, Chesapeake Exploration, L.L.C. made application and the School Land Board approved its 
application to extend the term of said Agreement so that the Agreement will now exp1re on August 5, 2009; and 

WI IEREAS, the Commissioner of the General Land Office finds that amending said Agreement as approved by the School Land 
Board is in the best interest of the State of Texas: 

NOW THEREFORE, in consideration of the premises and of the mutual agreements contained in said Agreement, it IS agreed that 
sa1d Agreement is amended as to Paragraph 9 thereof by deleting sa1d paragraph in its entirety and substituting the following paragraph therefor: 

"IE.R.M: 9. 

Unless this Agreement expires earlier pursuant to the terms of the respective leases included as a part of this Agreement, or 
on such other date approved by the School Land Board and mutually agreed to by the undersigned parties, their successors 
or assigns, this Agreement shall expire on August 5, 2009. Nothing herein shall amend or modify Section 52.031 of the 
Natural Resources Code, or any of the provisions thereof, which arc contained in any State lease covered by this 
Agreement." 

Nothing in this Amendment, nor the approval of this Amendment by the School Land Board, nor the execution of this Amendment by 
the Commissioner shall: (I) operate as a ratification or revivor of any State lease that has expired, terminated, or has been released in whole or 111 
pan or terminated under the terms of such State lease or the laws applicable thereto; (2) constitute a waiver or release of any cia 1m for money, 
oil, gas or other hydrocarbons, or other thing due to the State by reason of the existence or failure of such lease; (3) constitute a waiver or release 
of any claim by the State that such lease is void or v01dable for any reason, including. without limitation, violations of the laws of the State wnh 
respect to such lease or failure of consideration; or (4) constitute a confirmation or recognition of any boundary or acreage of any tract or parcel 
of land in which the State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the State with respect 
to any violation of a s tatute, regulation, or any of the common laws of this State, or any breach of any contract, duty, or other obligatiOn owed to 
the State. 

This First Amendment of Term Pooling Agreement may be executed in counterpans and, if so executed, shall be valid, bind111g and 
have the same effect as if all the parties hereto actually joined 111 and executed one and the same document. For recording purposes and 111 the 
event counterparts of this First Amendment of Tem1 Pooling Agreement arc executed, the executed pages, together with the pages necessary to 
show acknowledgments, may be combined with the other pages ofth1s First Amendment of Term Pooling Agreement so as to form what shall be 
deemed and treated as a single original instrument showing execution by all part1es hereto. 

WITNESS WII EREOF, the parties hereto have executed this FJrst Amendment of Term Pooltng Agreement upon the respecuve '"'" ;""'""' ~T"' orrw;, M of Fobruory 5, 2009, foe pmp=• of"''"';"' '"' Agreo=o> 

DateExecutcd~ h9 STATEOFTEXAS 

Legal ~ 
Content ' 
Geology 

Executiv~ 



Date Executed J 'a } 3 J 0 Z CHESAPEAKE EXPLORATION, L.L.C. 

Ktl: 
~~~~~~--~~---------------

Senior Vice President- Land and Legal & Q,/ 
1~: _,GFren~e~r~ai~C~o~u~n~s~el~o~f~C~h~e~sa~p~e~ak~e~Ex~p~lo~r~a~tio~n~.---.~ 

l.l.C.,'" Oklohomo hm,od hob;ri~ O<>mp'"~~ 

CERIIEICATE 

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a meeting of the School Land Board 
duly held on November 18, 2008, the foregoing instrument was presented to and approved by said Board under the provisions of Subchapter E, 
Chapter 52, of the Natural Resources Code, all of which is sr~ in the Minut fthe oard of which I am custodian. 

TN TESTIMONY WHEREOF, witness my hand this 3 day of , 200q_. 

~~ 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA 

11lis instrument was acknowledged before me on berrrobe C :3[~ , 2008, by HenN J . H~o~od~---------

as Senior Vice President - Land and Legal & of Chesapeake Exploration, L.L.C., on behalf of said limited liability company. 
General Counse l of Chesapeake Exploration, 

My Commission Expires: (jl/ ~3~1 'a 

Commission Number:_O ~ 0 0 ~ 0 S" 7 

2 

~~~e~· --::-::-:-----
Notary Publu d for the State of Oklahoma 





CHESAPEAKE OPERATING, INCV.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 09006559 
WE HAVE THIS DAY DECEMBER 5, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $3 ,225.00 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 

1/18/2oo9 TO 111812010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 58 Section: 41 Short Desc: W2 OF SEC 41, BLK 58. PSLS 

'AYMENT RENTAL 

.EASE NUMBER TX0011480-000 

IECORDED: BOOK 703 PAGE 289 

'OR CREDIT OF: 

017397 

LEASE DATE: 1/18/2005 

ENTRY NUMBER: 2349 

PROSPEC~ BALMORHEA 

COUNTY/PARISH REEVES STATE IX 
AMOUN" ... :. 

•• • • • • COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 

Acct 3,225.00 
.. 
• $25/AC RENTAL FOR 3RD & 4TH ANNIVERSARY 

1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

r 
.. r· r 

. i . . l 

he attached check Is lor the person(s) named above. Please date, s1gn 
nd return the attached receipts on the day you rece1ve it. II directed to 
bank, please deposit the amount to the credit to the person(s) named 

bove and date, sign and return the receipt on the day you receive it. II 
orrespondence required, please make reference to lease number. 

Date Received ___________ ~ 

Sign Here _____________ ___, 

By ___________________________ ~ 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

• • •••••• • ... 
• • ••• 
• 

•••• • . .. . 
••• • • • ••• 

~ 3,225.00 

0.00 

3,225.00 

39639 



• ..... : 
• •• • • • •• • 
• 

• ..... : 
• •• • • ••• 
• 

• • •• • 
• •• • 
• •• 

• 

• • • • • • 

Fdc No . 



T EXi~S 

March 11, 2009 

Chesapeake Operating Inc. 
PO Box 18496 
Oklahoma City, OK 73154 

LA OJFIFRCE 
jERRY PATTERSON, COMMISSIONER 

Re: State Lease MF105285, MF I 04580, MF l 04778- Please refer to this lease number with all 
correspondence 
Block 58 State 1 H ST 
6 1921 

The General Land Office has received and filed the division order submitted for the above-referenced state 
lease. Please be advised that the payment of royalties attributable to state-owned mineral interests is set by 
statute. As the execution of division orders may, in some cases, affect the manner in which such payments are 
paid or calculated, it is the policy of this office not to execute them. 

Subject to applicable state law and the state's right to take its production in-kind, the General Land Office 
acquiesces to the sale of oil and gas under the terms and conditions set out in the oil and gas lease. If you 
should have questions concerning this matter, please fee l free to call me at (512) 463-6521. 

Sincerely, 

~~ 
Beverly Boyd, Lease Analyst 
Mineral Leasing Division 

l/ /6 4 C)d"O 
; o <.r/7 8 
fOS'Z-2~ 

Stephen F. Austin Building · 1700 North Congress Avenue · Austin, Texas 78701-1495 

Post Office Hox 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 



TO: 

~ .J • 

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

This agreement is made and entered into on December 9, 2008. 

DIVISION ORDER 

PROPERTY NO: 619121 
EFFECTIVE: 8/5/2008 
PREPARED BY: ANITA ROBINSON 
DATE PREPARED: 12/9/2008 
PRODUCT/ZONE: OIL& GAS 

The undersigned severally and not jointly certifies it is the legal owner of the interest set out below of all the oil, gas and related liquid hydrocarbons produced 
from the property described below: 

OPERATOR CHESAPEAKE OPERATING, INC. OWNER NO: 646157 INT TYPE: 5 (1 =WI, 2 = Rl, 3 = ORI) 

PROPERTY: BLOCK 58 STATE 42 1H ST OWNER: STATE OF TEXAS 

LEGAL DESCRIPTION: SEC 41&42, BLK 58, PSL SUR,& RE UNIT ACRES: 1280.000000 
l+lqy_ MONTGOMERY SUR A-538 ~ 

REEVES COUNTY, TX COMMENTS NIA 

BPO BPO BPO AP01 AP01 AP01 AP02 AP02 AP02 

Status NetAc Lse NRI/RI Unit lnt NetAc lse NRI/RI Unit lnt NetAc Lse NRURI Unit lnt 

SM 0.000000 0.10000000 0.01135938 0.000000 0.10000000 0.01135938 NIA NIA NIA 

DIVISION OF INTEREST 

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR 
OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS. 

The following provisions apply to each interest owner ("Owner'') who executes this agreement 

TERMS OF SALE: The undersigned will be paid in accordance with the division of interest set out above. The payor shall pay all parties at the price agreed 
to by the operator for oil and gas to be sold pursuant to this division order. Purchaser shall compute quantity and make corrections for gravity and 
temperature and make deductions for impurities in the oil. 

PAYMENT: From the effective date, payment is to be made monthly by payor's check, based on this division of interest, for oil runs within 60 days after the 
end of the month of production and for gas within 90 days after the end of the month of production from the property listed above, less taxes required by law 
to be deducted and remitted by payor as purchaser. Payments of less than $100.00 may be accrued before disbursement until the total amount equals 
$100.00, or until July 31st of each year, whichever occurs first. However, the Payor may hold accumulated proceeds of less than $10.00 until production 
ceases, or the Payor's responsibility for making payment for production ceases, whichever occurs first. Payee agrees to refund to payor any amounts 
attributable to an interest or part of an interest that payee does not own. 

INDEMNITY: The owner agrees to indemnify and hold payor harmless from all liability resulting from payments made to the owner in accordance with such 
division of interest, including but not limited to attorney fees or judgments in connection with any suit that affects the owner's interest to which payor is made 
a party. 

DISPUTE: WITHHOLDING OF FUNDS: If a suit is filed that affects the interest of the owner, written notice shall be given to payor by the owner together 
with a copy of the complaint or petition filed. In the event of a claim or dispute that affects title to the division of interest credited herein, payor is authorized to 
withhold payments accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or dispute is settled. 

TERMINATION: Termination of this agreement is effective on the first day of the month that begins after the 30th day after the date written notice of 
termination is received by either party. 

NOTICES: The owner agrees to notify payor in writing of any change in the division of interest, including changes of interest contingent on payment of 
money or expiration of time. No change of interest is binding on payor until the recorded copy of the instrument of change or documents satisfactorily 
evidencing such change are furnished to payor at the time the change occurs. Any change of interest shall be made effective on the first day of the month 

0 •• following receipt of such notice by payor. Any correspondence regarding this agreement shall be furnished to the addresses listed unless otherwise advised 
• . • •• <by either party. In addition to the legal rights provided by the terms and provisions of this division order, an owner may have certain statutory rights under the 

laws of this state . •••• • • ••• • 
• 

•• • • • • 
••••• • 

•• • • • • 
•• ••• • 

WITNESS 

WORK PHONE NUMBER: 
( ) 

SIGNATURE OF SOCIAL SECURITY/ 
INTEREST OW NER TAX J.D. NO. REVENUE ADDRESS 

CORRESPONDENCE ADDRESS 

HOME PHONE NUMBER: FAX NUMBER: 
( ) ( ) 

Failure to furnish your Social Security/Tax J.D. number will result in withholding tax in accordance w ith federal law, and any tax withheld will not 
be refundable by payor. 

THIS COPY CAN BE RETAINED FOR YOUR RECORDS 

F IOO.OEPnFORMSIDIVISIONOROEROOC REviSED. OCT 10, 2006 

OWNER N0 :646157 



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

This agreement is made and entered into on December 9, 2008. 

DIVISION ORDER 

PROPERTY NO: 619121 
EFFECTIVE: 8/5/2008 
PREPARED BY: ANITA ROBINSON 
DATE PREPARED: 12/9/2008 
PRODUCT/ZONE: OIL& GAS 

The undersigned severally and not jointly certifies it is the legal owner of the interest set out below of all the oil, gas and related liquid hydrocarbons produced 
from the property described below: 

OPERATOR CHESAPEAKE OPERATING, INC. OWNER NO: 

PROPERTY: BLOCK 58 STATE 421 H ST OWNER: 

LEGAL DESCRIPTION: SEC 41&42, BLK 58, PSL SUR,& RE UNIT ACRES: 
MONTGOMERY SUR A-538 

REEVES COUNTY, TX COMMENTS 

BPO BPO BPO AP01 AP01 

Status NetAc LseNRIJRI Unit lnt NetAc Lse NRIJRI 

SM 129.000000 0.25000000 0.02519531 129.000000 0.25000000 

DIVISION OF INTEREST 

646157 INTTYPE: 5 (1 = WI. 2= Rl. 3 = ORI) 

STATE OF TEXAS 
l./-580 (11 t:/ 

1280.000000 

~ 1/qtf-
N/A 

AP01 AP02 
Unit lnl Net Ac 

0.02519531 N/A 

-~?~(Jc/ I 
AP02 AP0 2 

Lse NRIJRI Unit lnt 

N/A N/A 

-- <JD ;o t./t.:J ~ 

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR 
OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS. 

The following provisions apply to each interest owner ("Owner'') who executes this agreement: 

TERMS OF SALE: The undersigned will be paid in accordance with the division of interest set out above. The payor shall pay all parties at the price agreed 
to by the operator for oil and gas to be sold pursuant to this division order. Purchaser shall compute quantity and make corrections for gravity and 
temperature and make deductions for impurities in the oil. 

PAYMENT: From the effective date, payment is to be made monthly by payor's check, based on this division of interest, for oil runs within 60 days after the 
end of the month of production and for gas within 90 days after the end of the month of production from the property listed above, less taxes required by law 
to be deducted and remitted by payor as purchaser. Payments of less than $100.00 may be accrued before disbursement until the total amount equals 
$100.00, or until July 31st of each year, whichever occurs first. However, the Payor may hold accumulated proceeds of less than $10.00 until production 
ceases, or the Payor's responsibility for making payment for production ceases, whichever occurs first. Payee agrees to refund to payor any amounts 
attributable to an interest or part of an interest that payee does not own. 

INDEMNITY: The owner agrees to indemnify and hold payor harmless from all liability resulting from payments made to the owner in accordance with such 
division of interest, including but not limited to attorney fees or judgments in connection with any suit that affects the owner's interest to which payor is made 
a party. 

DISPUTE; WITHHOLDING OF FUNDS: If a suit is filed that affects the interest of the owner, written notice shall be given to payor by the owner together 
with a copy of the complaint or petition filed. In the event of a claim or dispute that affects title to the division of interest credited herein, payor is authorized to 
withhold payments accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or dispute is settled. 

TERMINATION: Termination of this agreement is effective on the first day of the month that begins after the 30th day after the date written notice of 
termination is received by either party. 

NOTICES: The owner agrees to notify payor in writing of any change in the division of interest, including changes of interest contingent on payment of 
money or expiration of time. No change of interest is binding on payor until the recorded copy of the instrument of change or documents satisfactorily 
evidencing such change are furnished to payor at the time the change occurs. Any change of interest shall be made effective on the first day of the month 

• •. following receipt of such notice by payor. Any correspondence regarding this agreement shall be furnished to the addresses listed unless otherwise advised 
• • tby either party. In addition to the legal rights provided by the terms and provisions of this division order, an owner may have certain statutory rights under the 

• • • laws of this state . 
••• • • • •••• 
• 

•• • • • • 
••••• • 

• 
•• • • • • 

••••• • 

W ITNESS 

WORK PHONE NUMBER: 
( ) 

SIGNATURE OF SOCIAL SECURITY/ 
INTEREST OWNER TAX I.D. NO. REVENUE ADDRESS 

CORRESPONDENCE ADDRESS 

HOME PHONE NUMBER: FAX NUMBER: 
( ) ( ) 

Failure to furnish your Social Security/Tax I. D. number w ill result in withholding tax in accordance w ith federal law, and any tax withheld will not 
be refundable by payor. 

PLEASE RETURN THIS COPY 

F\00-DEPl\FORMS\ONISIONORDER DOC REVISED OCT 10. 2006 

OWNER N0:6461 57 



l , ,. ,. 

TO: 

' . . , 

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

This agreement is made and entered into on December 9, 2008. 

DIVISION ORDER 

PROPERTY NO: 619121 
EFFECTIVE: 8/5/2008 
PREPARED BY: ANITA ROBINSON 
DATE PREPARED: 12/9/2008 
PRODUCT/ZONE: OIL & GAS 

The undersigned severally and not jointly certifies it is the legal owner of the interest set out below of all the oil, gas and related liquid hydrocarbons produced 
from the property described below: 

OPERATOR 

PROPERTY: 

LEGAL DESCRIPTION: 

BPO 

Status NetAc 

SM 0.000000 

DIVISION OF INTEREST 

CHESAPEAKE OPERATING, INC. 

BLOCK 58 STATE 421H ST 

SEC 41&42, BLK 58, PSL SUR,& RE 
MONTGOMERY SUR A-538 

REEVES COUNTY, TX 

BPO BPO AP01 
Lse NRIIRI Unit lnl NetAc 

0.12500000 0.06089844 0.000000 

OW NER NO: 646157 INT TYPE: 5 (1 : WI, 2: Rl, 3: ORI) 

OWNER: STATE OF TEXAS 

UNIT ACRES: 1280.000000 

COMMENTS N/A 

AP01 AP01 AP02 AP02 AP02 
Lse NRIIRI Unit lnl Net Ac Lse NRIIRI Unit lnl 

0.12500000 0.06089844 N/A N/A N/A 

THIS AGREEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR 
OPERATOR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL OR GAS. 

The following provisions apply to each interest owner ("Owner") who executes this agreement: 

TERMS OF SALE: The undersigned will be paid in accordance with the division of interest set out above. The payor shall pay all parties at the price agreed 
to by the operator for oil and gas to be sold pursuant to this division order. Purchaser shall compute quantity and make corrections for gravity and 
temperature and make deductions for impurities in the oil. 

PAYMENT: From the effective date, payment is to be made monthly by payor's check, based on this division of interest. for oil runs within 60 days after the 
end of the month of production and for gas within 90 days after the end of the month of production from the property listed above. less taxes required by law 
to be deducted and remitted by payor as purchaser. Payments of less than $100.00 may be accrued before disbursement until the total amount equals 
$100.00, or until July 31st of each year, whichever occurs first. However, the Payor may hold accumulated proceeds of less than $10.00 until production 
ceases, or the Payor's responsibility for making payment for production ceases, whichever occurs first. Payee agrees to refund to payor any amounts 
attributable to an interest or part of an interest that payee does not own. 

INDEMNITY: The owner agrees to indemnify and hold payor harmless from all liability resulting from payments made to the owner in accordance with such 
division of interest, including but not limited to attorney fees or judgments in connection with any suit that affects the owner's interest to which payor is made 
a party. 

DISPUTE; WITHHOLDING OF FUNDS: If a suit is filed that affects the interest of the owner, written notice shall be given to payor by the owner together 
with a copy of the complaint or petit ion filed. In the event of a claim or dispute that affects title to the division of interest credited herein, payor is authorized to 
withhold payments accruing to such interest, without interest unless otherwise required by applicable statute, until the claim or dispute is settled. 

TERMINATION: Termination of this agreement is effective on the first day of the month that begins after the 3oth day after the date written notice of 
termination is received by either party. 

NOTICES: The owner agrees to notify payor in writing of any change in the division of interest, including changes of interest contingent on payment of 
money or expiration of time. No change of interest is binding on payor until the recorded copy of the instrument of change or documents satisfactorily 
evidencing such change are furnished to payor at the time the change occurs. Any change of interest shall be made effective on the first day of the month 

• • • • • Jollowing receipt of such notice by payor. Any correspondence regarding this agreement shall be furnished to the addresses listed unless otherwise advised 
• • • by either party. In addition to the legal rights provided by the terms and provisions of this division order, an owner may have certain statutory rights under the 
• • • • laws of this state. 

• • ••• • 
.. 

• • • • 
•••• • • 

• 
•• . . 
• • 

•••• • • 

SIGNATURE OF SOCIAL SECURITY/ 
WITNESS INTEREST OWNER TAX J.D. NO. REVENUE ADDRESS 

CORRESPONDENCE ADDRESS 

WORK PHONE NUMBER: HOME PHONE NUMBER: FAX NUMBER: 
( ) ( ) ( ) 

Failure to furnish your Social Security/Tax J.D. number w ill result in w ithholding ta.x in accordance with federal law, and any ta.x w ithheld will not 
be refundable by payor. 

THIS COPY CAN BE RETAINED FOR YOUR RECORDS 

F:\00-0EPnFORMS\ONISIONORDERDOC REVISED OCT 10, 2006 

OWNER N0 :6461 57 
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McELROY, SuLLIVAN & MILLER, L.L.P. 

MAILING ADDRESS 

P.O. BOX 12127 
AUSTIN, TX 78711 

Mr. J. Daryl Morgan, C PL 
Energy Resomces Division 
Texas General Land Office 

tephen F. Austin Bui ld ing, 81
h Floor 

1700 o. Congress A venue 
Austin, Texas 7870 1-1495 

Attorneys at Law 

120 1 PYGLASS DRIVE 
SUITE 200 

AU Tl , TX 78746 

March 19 2009 

{ 0~ !)llo D 
Re: Term Pooling Agreement with Chesapeake Exploration, L.L.C. fo r the 

Block 58, State 42 # I H Unit , Reeves County, Texas 

Dear Mr. Morgan : 

TELEPIIO E 
(512) 327-8 1 II 

EM 
(5 12) 327-6566 

Enclosed for your records is a copy of the First Amendment of the Term Pooling 
Agreement for the B lock 58, State 42 # I H Unit that has been recorded in Book 815, of the 
records of Reeves County, beginning on page 166. 

Thank you fo r your assistance with this matter. 

incere ly, 

Clark Jobe 

Enclosure 



BOOK 8 1 5 

FILE I 62l 

PAGE 16.6 

~liCiT M 1f.,,0\1E:'IT OF TERM P00L1l'C ACRrE\IEi\T 
PETRO-II UIIIT. L.L.C. 

1lLO K58. STATE42 1-lll ii'I IT 
REEVES COl , TY. TE>.A~ 

WIIE:REAS. on February S. 2008. the Oloc~ SS. Slllte J2 1·11 Unn "'"' prnmled to and approved by the Sehool Land lloord of the 
~tate of Tc"u.; pursuant to the proviSIOns of Subchapter F. Chapta 52. of1hc Tc'ICas f'ltiuural Resources ("ode. and 

WlltREAS. pursuont 10 such appro,ol Petro-llunt. l l C et ol and the Commos.ooner of the General Lond Office of lhc Sutc of 
re~.:LS cn1crcd mto th:lt ccn am Tcnn Jloohng Agreement (*Ag.recnv:m*) to pool certam St:atc lands 1nto the Blocl-. ~8. ~talc J2 l·ft Lmt, co..,c:nng 

1.280 acres of land '" Reeves County, lc, as, as more pantcularly dcscnbed m sa1d Agreement on file m the Arthl'vcs and Records of the Texas 
Generoll~nd Oflocc 11 Auslln. Tcus.on Monera! F1lc No \ 1-II).IS 0. and 

IVIII;REAS. Chesapca~e Explorollon. I L C "the current opcrotor or the lllock SS. State 42 1-11 Unll, and 

WIILREAS ... od Agrcxment wu c>ecuted by the pan1es 1hen:10 subject 10 the provosoon that 11 would e'p1rc on Fcbru>r) S. 2009, 
and 

WIII·REAS. on No\Cmber 18, 2008. Chesapeake E>plorallon. LL.C made apphco11on and lhc School Land Board oppro'ed ~~ 
apphC:lltlon to c.\tcnd the term of s:nd Agreement so that the Agreement "''II now C).plrc on August 5, 2009: and 

WltLREAS. the Commoss1oner of the <Jenera! I~ Ouice finds that omendong 501d Agrcxmcnt a. appro'ed by the S.:hool Land 
Uoord IS'" the best ontcrest of the Stole ofTc.os 

NOW H II·RI-FORf on conSJdc~uon of lhc prermscs and of the mutual ogreemen~ COilUoned on <aid Agreement, 11 u ogreed that 
~a1d Agreement IS :tnlC1ldcd as 10 Par.agraph 9thcrcofby dc1cung s.:.td pang:;raph m IU. cn11rc1y :md substUullng the follov.mg p:~roaar.aph therefor 

Unlt)S th1s Agreement C"<plrCS c.Arher pu1suant to the tt11llS of the re~pccu-..c lta)CS mcluded os a poart ol th1s Agrc~mcnt, or 
on su<h other dote appro•ed by the Sehool Lond Board ond mutual!) agreed to by the undcr>1gned pari It>. theor su«<>wr> 
or asSigns. thos Agrcxmcnt sholl • • pore on AuJWst S. 2009 othong herem shall amend or mod1f) Secuon S2 031 01 the 
Natural Resources ('ode. or an) of the prov1stons thereof. wh1ch :m~ ~:onuuncd m an) State lease CO\ertd b) th1:, 
Agreement" 

othong on thiS Amendment. nor the appro>al of thiS Amendment by the School Land lloard. nor the t\tcullon of thiS Amendment by 
the Comm1Si1oncr shall (I) operate as • rolllicallon or rcvl\or of on) Sutc lcosc: thot has cxpu'td, termon a ted. or has been rclt:bed tn "'hole ur on 
pan or tenmnatc:d under the tcnns of suth State lase or the Ia"'~ applicable thereto. (2) conStitute 1 v.at\tt or release of 30) cl~1m tor mont), 
otl, g:u or other hydroc:arbons. or other thmg due to the Slate by reason ol the CAtStence or fa tlure of such lease, (3) constitute a "11\Cr or rcle.bc 

of on) <IJ1m by the Stotethot such lease1s vood or \Oodoblc for any rt:lSOO. on<ludong. \lollhout hmno11on. voolollons of the Ia"'> otthe !>Ute "'"h 
respect to su~.:h ~.sc or 1a1lurc or cons1dcntllon. or (4) ~.:onstnute a confinmuon Of ra:ogrnuon ot any bound31) or .. crugc or JO) u-:a.&:.t ur par-.:el 
oft and m whtch the State has or cl:atn\i 1111 mtereil, or (5) consututc a raufic:tuon or, or a wat"cr or rclcasc: of any cl:um b) the St:au: "uh respect 
to ;my V10iat10n or a .statute. rc:gulauon. or g,ny of the common l3~WS of th1s State, or any breach of any contract, duty, or other obh@;~llon o.,..cd to 
the State 

Th1s Forst Amendment of Term Poohng Agreement may be c•ecuted on countcrpans and. ot so t\ccutcd. shall be '·ahd. bondong and 
h.J\'C the same crTcct as 1f oil the pan1cs hcrcto :actually JOtncd tn and executed one :md the ume: docui'T'tent F-or rtturdmg pu~~ and m the 

t\Cnl countcrpons ofth1s F1rs1 Amendment of Term Poohng Agreement are executed, the executed pages, together "'"h the pagC> ncccssory 10 
.sho" ackno"lcdgmcnl$, may be combmcd With the other pages of thiS hrst Amcndn"'Cnt of Term Poohng Agreement so :as to fom1 "hat :)hall be 

deemed ~nd treotcd as • songle ongonaltnstrumcnt sho"' '"I t\ecullon by all part1e. hereto 

IN WITNESS WIIER!·OF. the pan1cs hereto ha>e ••ccutcd thos Forst Amendment of Term Poolong lgrccmcnt upon the n:.pc<ll't 
dates ondlCilCd be~O 7 efl~l i\C IS Of february S. 2009. for purposes ofc .. cndong the Agreement 

Dote 1:\ccutcd 'LQ2...__ STA 11· 01 TI:\AS 
~ ·· -~ ...... 

l egal *·;b Con11:nt 
Geology 

I- \CCUII~e ~ 



BOOK S·1 5 · P~GE 

Date hecutcd 1?.1 31 oK CIIESAPI'AKE EXPLORATION, Ll C. 

By:_ 4/-
_ Hcmy J Hogd _ J(tc 

Senior Vice President- Land and Legal & 
JIJ: ~eneral Counsel ol Chesapeake j::xQ!ora!lon Of 

l L C , an Oklahoma limited llab1hty company 

}(J?1 

STA m OF OK!.AHO~IA 

COUNTY Of OKlAHOMA 

nus instrume11t "'as acknowledged before me 011 ~~ ~ <::.,t. , 200S, by ____ Ll•eort.J ..Hood 

IU Sen_IQ[ Voce President- Land .and L'l.Q.al & _ _ ofChesapcak• E•~loration, Ll C, on behalf of said lmute.J liab1hty company. 

General Counsel or Chesapeake Explorauon, 

My ComlniS .. Oil Expucs lP I~. '3 L.t a 
CommiSSIOil Number· ..Q_'La.Q V? Q $' I 

FILEI 621 - - - ----
FILED FOR RECORD ON TH'E l9T l:l 

2 

DAY OF FEBRUARY 

tl><f I'I«MSSIOi l6fJI MilCH flf31'~ M SitE. RBm1.. 
OIIIJS{ • t Hr Dend80l R£AI I'I!OPtRTY ll£tAUS( or Cll.Oif 
011 ~ L'i IIIYAI Itl .. l t!NfNI'fllfURi f 1111091 ftD9Al 
1,.-:;-

A.D. 2009 ll :04 A M. 

DULY RECORDED:r~E~AY OF_FE_ B_R_U_AR_ Y ________ A.D. 2009 9:00 A M. 

BY: Jf=t)~ ,DEPUTY DI.ANKE O. FLOREZ, COUNTY CLERK u REEVES COUNTY, TEXAS 
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0 NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

PA09-1 25 

4554 

CHESA PEAKE OPERATIN G INC 

C000025243 

~ . 

~ · 

Effective Date 81512009 

Unitized For Oil & Gas 

Unit Term 0 Months 

Unit N umber 

Operator Name 

Customer JD 

Unit Name 

Co unty ] 

Block 58 State 42 1 -H 

R eeves Old Unit Number Inactive Status Date 

County 2 

County 3 

RRC District: 

Unit Type: 

08 

Permanen t 

4194 

4390 

0 

0 

0 State Royally Interest: 

State Part in Unit: 
0.102356631 

0.662607 
Unit Depth 

Below Depth 

Above Depth 

MF N umber 

Lease Acres 

All 

Tract Participation: 

Lease Royalty 

0 

0 

MF1 04580 

0.16268767 

99.8 

0.25 

Tract Royalty Participation 0.040671917 

No Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

0 

I 

Well: Other 
Formation: Penn. Bamelt and Woodford S hales 

Participation Basis: See Remarks 

{If Exclusions Apply: See Remarks{ 

Tract Number 

Total Unit Acres 513 

X 

Manual Tract Participation: 

Manual Tract Royalty: 

Thursday, March I I , 2010 PA09-125 Unit Number 4554 

21512009 

8/5/2009 

Page I of2 



MF104778 Tract umber 2 MF N umber 

Lease Acres 190.887 1 Total Unit Acres 513 

Tract Participation: 0.36188399 

Lease Royalty 0.125 

Tract Royalty Participation 0.045235498 

Tract Royaly Reduction 
No 

Tract Royalty Rate 0 

Tract On-Line Date: 

MF N umber MF105285 - (!.b 

Lease Acres 69.413 

Tract Participation: 0.13803534 

Lease Royalty 0.1191667 

Tract Royalty Participation 0.016449216 

Tract Royaly Reduction No 

Tract Roy alty Rate 

Tract On-Line Date: 

API N umber 
4238932497 

0 

RRC Number 
244453 

X 

= /Vlanual Tract Participation: 

Manual Tract Royalty : 

Tract Number 3 

I Total Unit Acres 513 

X 

Manual Tract Participation: 

Manual Tract Royalty: 

L = 0.361883991 See Remarks j 

,-0.0452354981 

Remarks: Applicant d1d not approve the un1t Umt #for accountmg purposes only Royalty payments will be based on length of 
honzontal borehole under each lease on well 42-389-32497/RRC ID # 244453. 

Prepared By: 

GLO Base Updated By : 

RAM Approval By: 

GIS By: 

Tllu rsdny, Marcil II, 2010 PA09-125 

Prepared Date: 

GLOBase Date: 

RAM Approval Date: 

GIS Date: 

Unit Number 4554 

o?J//1 l 2oru 
3 -- !1- !D 

3-17 --wro 

Page 2 of2 
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Pooling Committee Report 
To: School Land Board 

Date of Board Meeting: July 14, 2009 
PA09-125 

Unit Number: 4554 
Effective Date: 8/5/2009 

Unit Expiration Date: Permanent 

Applicant: CHESAPEAKE EXPLORATION LLC 

Attorney Rep: 

Operator: 

County 1: 

County 2: 

County 3: 

Unit Name: 

Field Name: 

Lease MF 

~ Number 

SF MF104580 

RAL MF104778 

RAL MF105285 

Clark Jobe 

CHESAPEAKE OPERATING INC 

Reeves 

Block 58 State 42 1-H 

Toyah N.W. (Shale) 

Lease Expiration Lease 
Ro~alt~ Date Term 

0.25 1/18/2010 5 years 

0.125 2/18/2008 3 years 

0.1192 9/1/2008 3 years 

Lease 
Acres 

Lease Acres Royalty 
in Unit Partici~ation 

129 99.8 0.040671917 

615 190.887 0.045235498 

615 69.413 0.016449216 

SF= State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

Private Acres : 

State Acres: 

Total Unit Acres: 

Unit T~~e: 

Permanent 

Term: 

Unitized for: 

Oil & Gas 

0 Months 

152.9 

360.1 

513 

Partici~ation Basis: 

Surface Acreage 

State Acreage: 

State Unit Ro~alt~ : 

Well Location: RRC Rules: 

70.19% 

10.24% 

State Land Special Field Rule 

S~acing Acres: 

640 Acres 



File No. I.A.F!o~58 o f<l 

~~-t:P::h 
Date Filed: '$-II-/() 

Jerry E. Patt~ommissioner 

BY--------~~~--------



MEMO TO FILE MF I 04778, I 05285 & I 0~580 

Date: September 28 20 I 0 

From: Harriet Dunne 

Re: Status of leases - Unit 4554 

MF104778: 
MF I 04778A lease covers lands in Sec 39, 40, & 42, Blk 58, PSL in Reeves Co TX. 

MF I 04778B-J cover onl y lands in Sec 42, Blk 58, PSL. 

The A lease participates in the Block 58 tate 42 1-H Well , API 389+32497, RRC 
#244453, Dist 08. 

MF I 04778 B & E leases are exactly the same lease recorded twice in Reeves Co. The 
renta ls were paid under the E lease. Both those leases have expired. B - 0 leases are 
a lso expired. 

Leases F & 1 expired in Apri l 20 I 0. It is possible those leases covered the same interest. 
The fil e is not clear about that. 

Leases G-H-1 are renewals of leases C-D-E and renta ls are paid through I 0-2 1-11 . 
Primary term expires I 0-2 1-1 2. 

Lease 104778A lease plus MF105285 and l\IFI0~580 are included in Uni t 4554 for 
accounting purposes only. Chesapeake, operator of the well on this property, did not 
agree to ex tend the unit agreement 4390. Therefore, the Unit 4554 is in existence so lely 
for the purposes of accounting for the royalty amo ng the three subject leases. The three 
leases share in the revenue from the above mentioned well based on the length of the 
hori zontal borehole under each lease. 



37 

MF105285 

MF1 04778 

31 

42 

320 acres 

/ 
/ 

n / 

SL 

/ 

/ 

/ 
/ 

/ 

X 32 

97 acres J. ~ 1 41 
MF104580 MF107612 

X BHL 

/ 

t-' 

135 acres 1 
MF108664 

' . 
MF107733 

48 
~-------~----~-----~----------~------~······················· ~+--~ 

43 

• I 
Chesapolko E.xpiorltlon lLC 
Block sa. Sloto 42 1·H Unl1 
Toylh N W (Sholo) Field 
Reeves County 
MF104580, MF104778, MF1052U, MF105280 
MF107e12 , MF107733, MF10ae64 
Unh 004554 
PA00-125 

0 650 1,300 

43 

44 

I 
2,600 Feet II 

I 
I 

~ULBERSO~ 
RiTS 

I 
I 
I 

I 
I 
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e SlJRFAC£ LOCATION OF THe 42- 1H ST 
1137 ffi ANO 805 FSL GNO. £UV.•3012' 
S£CT70N 42, BLOCK 58, P.S.L 
NAO 27 LAT.: 31. 41091" LON: -103.88444' 

ED P£N£7RA TION POINT 
1485' ffi AND BIN' FSL 
SECTION 42, BLOCK 58, P.S.L. 
NAO 27 LAT.· 31.41121' LON: -103.88500' 

0 BOTTOM HOLe LOCATION 
1178' F»t &- 445' FSL 
SECTION 41, BLOCK 58, P.S.L. 
NAO 27 LA T: 31. 41874' LON: -103.87537' 

(SURFAC£ LOCATION COOROINA TES AS STAKEV. 
P£N£7RA TION POINT ANO BOTTOM HOLE COOROINA TES 
PROIIIOEV BY CHESAPEAKE) 

32 33 

40 

45 

N 

E 

s 
NAD 83, TEXAS CENTRAL ZONE: COORDINA T£S (HtRE: POSITION) 
SURFAC£ LOCA710N: Nal0494662.6', £•1189024.7', 

- _,.., 
LA 71TUD£•31 '24'40.3", LONGITUD£• -103'53'03. 7". 

NOT£: THIS AS-DRilLED PlAT HAS Bml PREPNIED FJ!otl A COIJIFJfD SURVEY 
PlAT Of/ FIE IN 11£ OFF'IC£ OF WATSOH PfiOffSSIONAI.. GROUP INC, 
loiiDU.HD. 7DCAS. 

APPROXAIA \'fl. Y 7.9 lol1tES NORTHII£ST OF 10YAH. IDeAS. 
loS-DRJWD PU. T 

CHESAPEAKE OPERATING INC. 
BLOCK 58 STATE 42-1H ST, DRILLING UNIT 

SECTIONS 41 & 42, BLOCK 58, PSL SURVEY 

4500W. • lS 
SUITE ZOI 119703 
P.O. DRAWER U185 1797 
IIIDWID, TEXAS 
Pl!N (4321 5~ 
FAX 1432) 520-9212 
go-..boallrihnm-e!sp.ccm 

AND PORTIONS OF 
R.E. MONTGOMERY SURVEY 

REEVES COUNTY, TEXAS 

I, TH£ VNO£RSICN£0. 00 HCRE:BY CERTIFY THAT TH£ SI.IRVE:Y INFORMA TION 
FOUNO ON THIS PLAT WAS Ot:RIVF:O FROM ACTUAL Flt:LO NOTF:S OF 
ON-TH£-GROIJNO SURVF:YS MAO£ B Y Jolt: OR UNO£R MY SI.IP£R'<1SION ANO 
IS TRVe ANO CORReCT TO THE: BeST OF MY KNOiti.£0CE: ANO 8£L/£F. NO 
WARRANTY IS MAO£ OR INTCNOeO FOR THE LOCATION OF ANY OR AU 
£AS£M£NTS THAT MA Y eXIST 111THIN THe SOIJNOS OF THIS StiRVE:Y THe 
INFORMATION PReSCNTCO Ht:Rt:ON IS FOR THe PRIVATF: USC OF TH£ PARTY 
NAMeO IN TH£ "RE'FUfCNCe PORTION" OF TH£ Tin£ BLOCK ANO OOES NOT 
CONSTITUTE A COI.IPL£ TF: SOIJNOARY SURVF:Y AS O£FTNCO BY TH£ 
"PROFt:SSIONAL LANO SI.IRVE:YINC PRACTICES ACT. • 

10/26/ 09 
DA"It 
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,\\1 r-f 1' STATEMENT OF PRODUCTIVITY OF ACREAGE 
\J ~\)" ASSIGNED TO PRORATION UNITS 

he undersigned states that be is authorized to make this statement; that he has knowledge 

CHESAPEAKE OPERATING INC 
OPERATOR 

Form P-15 
(5-5-71) 

DBC0697 

, No. -'-lH-'----.-.=o.,.--- ; that such well is 
WELL 

completed in the --=T~O~Y.:..:AH=.!..' --=..:NW.::_....!.(=.SHA=L=E=-) _____ Field, --=R=E=-=EVE:....:....::=s'------- County, 

Texas and that the acreage claimed, and ass igned to such well for proration purposes as 

authorized by special rule and as shown on the attached certified plat embraces 

__:..5,;:;,1-'-3 _ ____ acres which can reasonably be considered to be productive of hydrocarbons. 

- CERTIFICATE -

I declare under penalties prescr ibed in Sec. 91.143, Texas Natural Resources Code, that I am autho­
rized to make th1s reportlathat this r eport was prepared by me or under m~ supervision and direction, 
and that data and fa cts s ted therein a re true, correctj co~plete, to t e best of my kn;'~lk-

Date- l rl ro j:Qqr_ Signature (7\ lf\d..W6 ffit LV {., L 

Telephone ----::-;::;::-;:-,=-.=---­
AREACODE 

(405) 93 5 - 8323 Title REG . COMP . SPECIALIST 



STATEMENT OF PRODUCTIVlTY OF ACREAGE 
ASSIGNED TO PRORA TlON UNITS 

The undersigned states that be is authorized to make this statement; that be bas knowledge 

of the facts concerning the CKESAPEAXE OPERATING INC 
OPERATOR 

Form P-15 
(s-$-71) 

OBC0697 

BLOCX 58 STATE 42 No. -"'1""8'--rrw""E"LL- - ; that such well is 
LEA 

completed in the _..::T.:::Oc.::Y:.:AH::::..!.'--.::NW"'-_,(.:::S:.:;HAL=:::E:.!e) _ ____ Field, REEVES County, 

Texas and that the acreage claimed, and assigned to such well for proration purposes as 

authorized by special rule and as shown on the attached certified plat embraces 

-=S.;;;lc:3 ______ acres which can reasonably be considered to be productive of hydrocarbons. 

-CERTIFICATE-

I declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, tb:~t 1 am autho­
rized to make thiS report, that this report was prepared by me or under my supervision and direction, 
and that data and facts stated therein are true, correct, and complete, to tfie best of my knowledge. 

D•"- 111131 oq s;.,,w, d\AJ,JJV6 ffip, [vtt-
Telephone ____ A"'R"'EA=-:c"'o"o"'e,---- <1.osl 935-8323 Title REG. COMP- SPECIALIST 

.. -
" 

--
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e SURFACE COCA 1/0.V or THE: n - IH 51 
11)7 FE:i. ANO 805 f'Sl (;NO CtCV- JOt) ' 
sec nON 42. BLOCK se. PH 
.VAO 27 (;<f. Jl 4/097' LON -IOJ884<' ' 

<;: PENCTRA nON PtJIN f 
1485' FCL ANO 861' FSL 
S£CnON 47, BLOCK Je. P.S.L 
1/iA:J 27 ( A f Jl 41/1 1' CON - IOJ.88j()() ' 

0 BOTT()A.( HtJI..C LOCA fi(}N 

117/J' rw.. .t us· rs:. 
S£CnON 4 /, BLOCK $8, P.S£ 
.Vi<O 27 LA r Jl 418/ 4 ' LON -IO.t87SJ/ ' 

... ... ~.. .. r-:,:,~~"'" 'lf""' - · n -,:· 

.,;vr .. -;t. ~ • ~, • 

(SVRFAC( LOCi< nOll COOROINA TCS i<S STAI<CO 
Pl'IIC/1M nON POiNf ANO BOfr()A.( HO'..£ COOROINA. I<S 
PRO'IIOCO BY C>ICSAPCi<KC) 

I 

t 
s· 

N,._O BJ. IFXIIS C!.NIIIAl lO"'f COORO~IAI(S (Hfll( POSII'OII) 
SURFACE: LOCAnON N• 1049 <6o1.G', ( • 118902< 7', 

.... • ~.. .. ... 'lei ' 

lA nrtJOf• JI'24'<0.J', lONCi rtiOf• - IOJ~J'OJ 7' 

HtHC n..s A.S- DRtUm PV r fliAS ea~<~ PR!PIJICD '"061 " alit nnco su-..~n 
~_.t r ~ fU ttl N( on'Cf IJ' WA 13Go'( ~~O"'.SOHA(_ tilfOI."' WC. 
'-'~. mtAS. 

,u,M'Q.rljl•rrl1 1 ' vstcs HOR~!sr or ror...u. rrl'A!i. 
AS-Oflt.IU.CO f'\. .4 1 

w:'X"W.:JII~...-_..,....t- - _,..:.,:: 
..... "kX..CMT:"~Vt,""' """ U".C 

CHESAPEAKE OPERATING INC. 
BLOCK 58 STATE 42-1H ST, DRILLING UNIT 

SECTIONS 41 & 42, BLOCK 58, PSL SURVEY 
AND PORTIONS OF 

R.E. MONTGOMERY SURVEY 
REEVES COUNTY, TEXAS 

1 • :.~ .,~· ..... · .~ ;.-,-;. ... ·.·t. co ~-r:-l f· t ·='''-.. :u.:. · :• ... '! ... ~ ... • .-, • .,..,~..t· ,,. 
t ;~:_~;:, .. ~~~/:~._,.~ ~~~;~~ CJ~~~'1:~r -~·~v r.';,:. !-~;·~:;-~,' -~~,~.,~--·•· ,, ~ ··.1 

•0: .'11, :/ ~M. l:t,G'Jo~"!"': n1 ,,, f.lf !' ' #J. ).1~ < ... (itr.,!O/": , , ,.,, 1/. 1 n o-1 
.. 4.•,: .. ; ., · ~ !~ I.I A."J/ 01' o·':r1'o:;t& FoJ.41 -...·;, ~.,;#.; 1 1 ('-: t',t --'· ' ;' .... 
: <4."..: ~·.','.'.'", '•!A. \ 1"'1' ,·,,.,;"' ~·,, ... ,.._. r .. t' 11;,._ \'1"': i,l ;1,:_, :,,,..,., . • .' •, • 
, .,·;~.'.1" .''~" i-'•!! :'1/(() ._l"'!G·J ~~ r;~ .•1:,. -'""''· ...=t• ,:. C• • ·; •. ,, '"' 
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From: 
To: 
Date: 
Subject: 

Kim Haley <kim.haley@chk.com> 
'Beverly Boyd' <Beverly.Boyd@GLO.STATE.TX.US> 
2/ 11 /2010 12:47 PM 
Block 58 State 42 1-H- Unit 4554 

Attachments: Block 58 State 42 1 H ST breakdown.xls; 619121 - Block58State42#1 -Hextended2n 
d- Unit 4554 Eff 08-09.xls 

Beverly , 

I received a revised unit set-up effective 08/09 for the above referenced well that does not match what our 
DO dept. is showing it should be. Please see the comments and attachment I received. The second 
excel sheet is the set-up I received from Lannie. Can you please check into this and see if you agree. 

Thanks, 
Kim 

As for the Block 58 State 42 1 H .. they have the wrong unit acres. The acreage is 513 and they do not own 
and interest in Tract 1 which represents the Fee Acreage. Please see my breakdown on the revised unit. 
Tract 2 is based on a revised well bore percent of 16.268767(661 '/4063' per survey plat) and the well bore 
percent covering Tract 6 is 49.34 7773%(2005'/4063' per survey plat). 

Anita Robinson 
Sr. Division Order Analyst 
Chesapeake Energy Exploration LLC 
telephone 405.935-4052 
fax 405.849-4052 

This email (and attachments if any) is intended only for the use of the individual or entity to which it is 
addressed, and may contain information that is privi leged, confidential and exempt from disclosure under 
applicable law. If the reader of this email is not the intended recipient, or the employee or agent 
responsible for del ivering this message to the intended recipient, you are hereby notified that any 
dissemination, distribution or copying of this communication is strictly prohibited. If you have received this 
communication in error, please notify the sender immediately by return email and destroy all copies of the 
email (and attachments if any). 
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Rl 
Rl 

Rl i 
Rl 
-RI, 

Owner unlease1 
Owner unleased 
Owner unleased 
Owner unleased 
Owner unleased 

l 1 

0 
020000000 

1280 0 25000000' 
11 937500 -, 1280 - 0 25000000. 
0 781357 1280 0 25000000 
1 ss2114-~-128o ·a 25000000 • 
1 562714 1280- 0 25000000 
0955000 

119 375000 

~ 
377.3117 86 

7 

• 
0 78135 
156271 
156271 
0 39071 

4 
4 

1280 

~ 
1280 
1280 

1--+280 
280 

I 1280 
1280 --.--c-

~ -~--
4.688214 I 

382000000 

713.924633 

. 0 25000000 
0 25000000 
0 20000000 

--
'T.oooOoooo 

1.00000000 
1.00000000 
1.00000000 

000746094 
0 0149:1188 
0 01>979248. 
000233154 
000015261 
0000305:22 
0000305221 
0 00018652 
0 02331543 
0 00746094 
0.06623277 

0 00061044 
0 00122087 
0 00122087 
0 00030525 

002984375 
00596875 

0029377441 
0 006994629 T 

0 000457826 
0 00091565 
0 00091565 
0 00055957' 

0 069946289.._ ___ ..-

, 
i 

--~ 

, 

J.. 

O· O~P1.3 
0 - 0031.L3 
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[(2/12/~0~ 0) Ronalc(Wid(iili~()lock ]:[state 42 1-H- unit 4554 

From: 
To: 
Date: 
Subject: 
Attachments: 

Beverly, 

-----Kim Haley <_!5lm.haley@chk.com> 
'Beverly-Boyd' <Beverly. Boyd@G LO. STATE. TX. US> 
2/11/2010 12:47 PM 
Block 58 State 42 1-H- Unit 4554 
Block 58 State 42 1H ST breakdown.xls; 619121- Block58State42#1-Hextended2n 
d- Unit 4554 Eft 08-09.xls 

I received a revised unit set-up effective 08/09 for the above refer.enced well that does not match what our 
DO dept. is showing it should be. Please see the comments and attachment I received. The second 
excel sheet is the set-up I received from Lannie. Can you please check into this and see if you agree. 

Thanks, 
Kim 

As for the Block 58 State 42 1H .. they have the wrong unit acres. The acreage is 513 and they do not own 
and interest in Tract 1 which represents the Fee Acreage. Please see my breakdown on the revised unit. 
Tract 2 is based on a revised wellbore percent of 16.268767(661'/4063' per survey plat) and the wellbore 
percent covering Tract 6 is 49.347773%(2005'/4063' per survey plat). 

Anita Robinson 
Sr. Division Order Analyst 
Chesapeake Energy Exploration LLC 
telephone 405.935-4052 
fax 405.849-4052 

This email (and attachments if any) is intended only for the use of the individual or entity to which it is 
addressed, and may contain information that is privileged, confidential and exempt from disclosure under 
applicable law. If the reader of this email is not the intended recipient, or the employee or agent 
responsible for delivering this message to the intended recipient, you are hereby notified that any 
dissemination, distribution or copying of this communication is strictly prohibited. If you have received this 
communication in error, please notify the sender immediately by return email and destroy all copies of the 
email (and attachments if any). 

Page D 



[ {31412§2 0) RonaiCi\rliidmayer- Block ts=state 4iT[sT 

I From: 
To: 
Date: 
Subject: 
Attachments : 

Anita Robinson <anita .robinson@chk.com> 
"'ronald. wid mayer@glo. state. tx. us"' <ronald. wid mayer@g lo.state. tx. us> 
3/3/2010 4:38PM 
Block 58 State 42 1 H ST 
Block 58 State 42 1 H ST breakdown.xls; eCopy.pdf 

Per your request, here is the calculations regarding the State of Texas. We are paying based on the 
percentage of the wellbore in the pay zone covering Tracts 2 and 6 only. Tract 1 covers the fee owners 
and the are not affected by the reduction in the unit size. For example State of Texas is covered under 
Tracts 2 and Tract 6. The percent of the wellbore for Tr 2 is 16.268767% (661 '/4063') and Tract 6 is 
49.347773% (2005'/4063'). Tracts 2 & 6 are calculated on unit size of 513 while tract 1 is calculated on 
the o riginal 1280 unit acres. In addition, I have attached the revised plat for your records. 

Anita Robinson 
Sr. Division Order Analyst 
Chesapeake Energy Exploration LLC 
telephone 405.935-4052 
fax 405.849-4052 

This email (and attachments if any) is intended only for the use of the indiv idual or entity to which it is 
addressed, and may contain information that is privileged, confidential and exempt from disclosure under 
applicable law. If the reader of this email is not the intended recipient, or the employee or agent 
responsible for delivering this message to the intended recipient, you are hereby notified that any 
dissemination, distribution or copying of this communication is strictly prohibited . If you have received this 
communication in error, please notify the sender immediately by return email and destroy all copies of the 
email (and attachments if any). 
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J MINERALS Section 41 W/2 Tract 1 

STATE OF TEXAS (owns 100%) 129 1280 0,25 0,02519531 
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By Jerry E. Patters~missioner 



.. 
~ . ( 

v ~e or print 
\ .., \ RAILRQAID C~MISSION OF TEXAS Form G-1 

Rev. 4/1/83 1 ~ ~amt· Gas Division 

~

. ··~ 
483-04 API No. 42-389 32497 7. RRC Distri ct No. 

Gas Well Back Pressure Test, 
Completion or Recompletion Report and Log 

2. LEASE NAME 

RRC Oporator No. 

,. . , I . . 
Sb. Dlstonco and dlroctlon to noarost town In this cou~ 

4. ADDRESS J/,f/ 
2010 Ranki11~Highway, Midland, Texas 79701 

5. Locallqn (Soc~~n; Bfock, and Survoy) 

Sec 4/?" ' Blk . 58 A- 3155 PSL As ·: ;n F 7. 9 mil es NW from ·To ah .r l':.f\, 
6. If opcratcir.has chongod within last 60 days, 

name forinor oporator 

13. Plpo Lino CoQnoctlpn . 

CEMI 
14. Completion or rocom plollon dale 

8- 5- 2008 
Section I 

12. If workovor or roclass, give former Oold (with rosorvolr) & Gas ID or 
oll loaso no. GAS ID or 011 • 0 

FIELD & RESERVOIR OIL LEASE# Gos · G 

16. Any condonsato on hond at tlmo ofworkover 
or rocomploUon? o r, , .yes L,::J· Nd .. • .. 

GAS MEASUREMENT DATA. 

UVJELL 
# 

8 

10. County of well slto 

Reeves 
11 . Purpose of lillng 

Initial Potonllal 

Rotost 

Recla» 

Woll record only 
(Explain In romorks) 

16. Type ~ Eloctrtc or nther Log Run 
..... , . ;~1·/ ·" CJ"l"Jl._ - -· '. 

[Kl 

D 
D 
D 

. Gas produced during lest Date of Test I Gos Moasuromont Method (Chocwo) I 08/06 • 08/09/08 Orlnco 00 Flange Taps D Positive D Orifice Vent D Pltot D Crttical-11ow ·D 8709 Motor Pi oo Taos Choko Meter Tube Prover MCF 

Tomp. Gravity Compress 
Gos Rate 

Run Lino Ortfor 24 Hr. Coolf. Static Pm or Dill. Flow' Temp. Factor Factor Factor MCF / DAY 
No. Size Choke Size Onf or Choke Choke Pross hw ' F • Ftr Fn Foy 

1 3.068 1.875 24211.62 926 16.03 125 · 0.9428 1.0017 1.0422 2903 
-·: . 

2 

3 '1 
. 

4 

Section II - FIELD DATA AND PRESSURE CALCULATIONS . 
Bottom Hole Temp. 

~ 
~ 

t 

' Gravity (Dry Gas) I Gravity Liquid H~drocarbon l ~·•·Liquid Hydrocarbon Ratio I Gravity of Mixture ~ I Avg. s;;~n To.:P· I 
229 0.5980 --- Dog. API Dry CF/Bbl Gmlif 0.5980 'F@ 14050 ft (Depth) ' 

~ (Doff) 6/3 m 38.203 I~ = J 614 c 24.78 I -~ = J 8401.900 = 91 .662 

1118 x (Dotti 8/3 ~ \ 

C= = 1118 x 38.203 I 24.78 = 1723.674 = 91.662 / 1723.674 = 0.0532 
- ~ c 

Run Trmo of Run Choke 
Wellhead Press. Wellhead Flow p 2 I R2 

PSIA w R P1 Pw l P1 
No. Mlnulos Srzo Pw !!~·.::! (Thousands) (Thousonds) 

--~§t\' '-
24 hrs SI ·2015 i::~. 4.060.2 

.. 
0.0 0:0000 2015 1.0000 

Shut~n 

1 4320 30/64 1601 nr\'13(),JE . i r.,J\/"\2563. 2 .154.4 23.8516 1608 0.9956 
') 

. . . , . 
2 "l'\11 (\ A 1nnn • I 

3 
l'IUv v.: .uuu 

4 no.n 
Run 

1 NclSTIN 1'){P1 and Pt2 and P/ Pt2. pe2 Angle of Slope 
F K S= -

No. z Pa (Thousands) (Thousands) 

Shut-In 1.0000 0.2578 1.1456 1.3436 2707 7328 . e . 45.00° 
1 0.9978 0.2560 1.1344 1.3369 2150 4623 · 2705 ··· ······················ 

n ........ 1.0000 ...... 
2 

Absolute Open Flow 
3 

4 
... .!.1~~~~<%fDAY 

·~~ ~ 
WELL TESTER'S CERTIFICATION: I doclaro under ponaltles proscribed In Soc. 91.143, Texas Natural Resources Code, that I conducted or supervised lhls test •'!!!ii~A<t';S fa'i,l~wn In 
Sections I and II obovo arc true, correct, and complete, to l ho boat of my knowlodgo. Bottomhole tomporature and tho diameter and length of 11ow stnng wer('f\lO'_ilhod by t'.".,~~ralor of 

lhD well. ~ V \0 'o 
('\~ FESCO, Ltd. ~ <.<x .a._.~-'.Q 
~ 9-- ~""' . 
Signature: Woll Test A/a.Jr '-v Nome of Company ; 

uthortzod lo make this report, thal I prepared or s~~rvisod and 

556- 5825x2805 
Number 

~ 

-~ 

' 
~ 

' 
'., 

~ ., ~ 
.t ~ 
h 

·~ 
I .u. 



~ction Ill DATA ON WELL COMPLETION AND LOG 

17. Typo of Completion: 

Now Well Dooponlng D Plug Back D Other 

19. Notlco of Intention to Drill this well was filed In tho Namo of 

Chesapeake Operating, Inc. 

20. Number or producing wells on this loaso In 
this flold (rosorvolr) Including this well 

21. Total number of acros 
In this loaso 

1280 / 
22. Doto Plug Back, Dooponlng, 

WorkOver or Drilling 

Oporallons: 

1 
Commoncod 

;12/21/07 

Complotod 

!6/9/08 

23. Dlstanco to noarost well, 
Samo Loaso &, Rosorvolr 

NA 
805 Foot From South 

DATE 

5/13/ 08 
Rulo 37 

Exception 

Wator lr,Jactlon 

Pormlt 

Salt Wator Dlsposal 

Pormlt 

Othor 

24. Location of well, relatlvo to noarost loaso boundarios 
or loase on which this wolf Is locatod West unooftho Block 58 State 42 

26. Elovatlon (OF, RKB, RT, GR, ETC.) 

27. Top or Pay 

' 26: Was dlroctlonal survoy mado othor 
than Inclination (Form W-12)? [iJ Vos 

PERMIT NO. 

649786Amended 
CASE NO. 

PERMIT NO. 

PERMIT NO. 

PERMIT NO. 

Feot From 

Lease 

< ~~~10~95~o)c::::.=tj~MBe=--..1-.:.;~~....d~~c"i:fl.~~:::J.:~~~~~_L~~~.:__--:--~ 
32.jf multlplo comploUon, llst all re;ervoirnamos (complotlons In this wolf) and 0 11 Loaso 

DI. of Lottor 

Dl of Lotter 

3,3. Intervals Rotary Cobio 

' 

o r Gas ID No. · • .• • - GAS ID or 0 11·0 
FIELD & RESERVOIR OIL LEASE II Gas-G 

Woll Drilled Tools Tools 

# by: x D Vos ~ No 

34. Namo of Drllllng Contractor 35. Is Cementing Affidavit 
Attached 

[iJ Vos D No 
Trin idad Drlg 

36. CASING RECORD (Report All Strfngs Sol In Well) 

MULTISTAGE 

TOOL DEPTH 

TYPE & AMOUNT 

CEMENT (socks) 

TOP OF 

CEMENT 

SLURRVVOL. 

CASING SIZE WT#/FT. DEPTH SET HOLE SIZE cu. ft. 

1660 Surface 2261 

9021 12 1/4 Surface 
6475 

2ndtool 3495 
37. Remar ks for rest of casin 

Slzo TOP Bottom Sacks Comont Screen 

38. TUBING RECORD 39. Producing Interval (this comploUon) lndlcato depth of porforatlon or open h olo 

Slzo Oopth Sot Packer Sot From 11947 ft To . 16152 ft (MD 0 /Al 

2 3/8 r ---:.... - From To . 
- --

From To 

-- - -- -· - ··- - .. 
From To 

. 

40. ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC. 

Depth Interval Amount and Kind of Material Usod 

11q 'l7 - It 16 ~ See Attached 

~ 

41. FORMATION RECORD (LIST DEPTHS OF PRINCIPAL GEOLOGICAL MARKERS ANO FORMATION TOPS) 

Formations Ooplh FormaUons Oopth 

Del aware 3338 
Barnett 10950 
Woodford 12408 
~E~~')RKs, Perts : 11947 -12061 ft; 13000 - 13452 ~; 13540 -13992 ft; 14080 - 14532 ft; 

14520 - 1so92 tt: 15160 - 15612 m 151Q.o;...,;.:-A-.,,_,@e....;1.=..5:::..2 .:.:.ttc__ _____ c-_--,-~· __;_i ....:..:...-----------
. .7 5 / git 3 9# s et@1287 5 w/ 390Su perH 8 3/°41'1,o l,,.=.~:...z.' ....:...TO=-=C:..::::8:...::0..::..00~,~S....:...l u::::..:rc....:.r..,,._y_6=-=6:...:.7 _ ___________ _ 
· 4 .iJ.2;_Jl.50#set . .,,@16312 , 330~~ ~l .JI , -~ lf_t holE:~. \~~- ~~802 , STuf.ry 864 . 6 

! • - - _ _._ 
• ~ - '"T"' 

.... -·-··- --· 

... 

1 
~ 

1 
I 
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09:.3 1 :10 Tue Jun 03, 2014 

\. 
DI STRICT > 08 GAS LEDGER I NQUIRY 
F I ELD > TOYAH, NW (SHALE ) 
OPERATOR> SHELL WESTERN E&P 
LEASE > BLOCK 58 STATE 42 

GAS 
MM/ YYYY ALLOW PROD 
05 / 2012 5642 x 929 
06 / 2012 5544 x 5544 
07 / 2012 3620 x 3620 
08 / 2012 3100 x 1247 
09 / 2012 5550 x 0 
10/2012 5735 x 0 

11/ 2012 5550 x 0 
12 / 2012 3627 x 2719 
01 / 2013 4600 x 4600 
02 / 2013 4801 X 480 1 
03 / 2013 6599 x 6599 
04 / 2013 6599 x 6599 

GO TO DIST> GAS RRC ID#> 
PFl=HELP P F2=COND PF3=MENU PF4=PROD 
PFlO=GlO PFll=STATUS PF12=G- 1 
** PRESS ENTER TO SCROLL** 

GAS * 
LIFT 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

RMKS 

# 90890 700 
# 774719 
# 244453 WELL# 

* DISPOSITIONS * * 
AMT CODE AMT CODE 

929 2 
5544 2 
3620 2 
1247 2 

2719 2 
4600 2 
4 801 2 
6599 2 
6599 2 

PF6=PROD PF7=SCHEDULE 
PF1 7=P-l7 PMT PF18=T-1 

l H 

CUMU G/ C RATIO 
STAT (MCF/ BBL ) 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

PF8=P4 PF9=LDGR 
PF1 9=HIST LDG 



Drillinglnfo One Page Production ummary 

~ 
~ 
APIII 

Wellll 

Lease 

Field 

Lease 
Operator 

County 

State 

Location 

Elevation 

Date Spud 

Date TD 

Logs Run 

Mo/Yr 

4/2013 

5/2013 

6/2013 

7/2013 

8/20 13 

9/2013 

10/2013 

11/2013 

12/2013 

1/2014 

2/2014 

3/2014 

Totals 

Year 

2008 

2009 

2010 

2011 

2012 

20 13 

2014 

Totals 

Drill inglnfo One-Page Production Summary 

42-389-32497 

lH 
BLOCK 58 STATE 42 

TOYAH, NW (SHALE) 

SHELL WESTERN E&P 
we11 Op History 

Reeves 

Texas 

First Most Recent Cumulative Gravity 
805.0 S'LY SOUTH I 1137.0 S'LY EAST, 
PSL/ASPIN, F A-3155 Block:58 Sect,on:42 

3012 GL 
Prod. Production Production (MCF & BBL) (SG & AP!) 

Produced Sold 

6,599 6,599 

13,295 13,295 

516 516 

8,955 8,955 

15,254 15,254 

968 968 

587 587 

5,839 5,839 

1,946 1,946 

9,060 9,060 

2,780 2,780 

5,905 5,905 

71,704 7 1,704 

Gas 
(MCF) 

114,737 

102,798 

85,446 

91,067 

25, 167 

69,959 

17,745 

506,919 

011 8/ 1/08 3/ 1/ 14 0 0.00 

Gas 8/1/08 3/ 1/ 14 506,919 0.60 

Most Recently Reported Monthly Production (12 Mo nths) 
Gas (MCF) 011 (BBL) Water # Wells #Wells Avg Gas 

Used Vented/Flared Other Produced Sold Other Closing (BW) Flowing Other (MCF/D) 

0 0 0 0 0 0 0 0 --- --- 219.97 

0 0 0 0 0 0 0 0 ··- ·-· 428.87 

0 0 --- 0 0 0 0 0 --- ·-- 17.20 

0 0 --- 0 0 0 0 0 --- ··- 288.87 

0 0 --- 0 0 0 0 0 --- --- 492.06 

0 0 --- 0 0 0 0 0 --- --- 32.27 

0 0 --- 0 0 0 0 0 --- --- 18.94 

0 0 --- 0 0 0 0 0 --· --- 194.63 

0 0 --- 0 0 0 0 0 --- --- 62.77 

0 0 --- 0 0 0 0 0 --- --- 292.26 

0 0 --- 0 0 0 0 0 --- --- 99.29 

0 0 --- 0 0 0 0 0 --- --- 190.48 

0 0 0 0 0 0 0 0 --- --- -- · 

Annual Production 
o,, Water :1wells #Wells Avg Gas Avg 011 Avg Wtr 

(BBL) (BW) Flowing Other (MCF/D) (BBL/D) (BW/D) 

0 -·· --- --- 754.85 0.00 0.00 

0 --- --- --- 281.79 0.00 0.00 

0 --· --- --- 234.23 0.00 0.00 

0 --- --- ... 249.64 0.00 0.00 

0 --- --- ··- 68.99 0.00 0.00 

0 ... --- --- 191.77 0.00 0.00 

0 ··- --- --- 194.57 0.00 0.00 

0 -·· --- ... --- --- ---

products & features I events & traonong I company I contact I about 

© 2014 Drilling Info, Inc. All rights reserved. All data and information ,s provided "As Is" 
and sub1ect to the DI subscription agreement. 

Page I of I 

~ er 'ling 

Gatherer 

ACCMO 

Avg Oil Avg Wtr 
(BBL/0) (BW/D) 

0.00 0.00 

0.00 0.00 

o.oo 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

--- ---

Annual Annual 
Dec. Gas Dec. 011 

--· ---
10.4% ---
16.9% ---

--- ---
72.4% ---

--- ---
74.6% ··-

· -- ··-

http://www.drillinginfo.com/well ummary.do?action=summary&lid=23 l 0691 &hashcode ... 6/1 0/2014 
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August 29, 2013 

Brian Chaffee 
Staff Contracts Representati ve 
Shell Exploration & Production Company 
150 . Dairy Ashford t. , Suite C 
Houston, Texas 77079-1 I 16 
(Vin CMRRR#: 70111150 0001 2416 2987) 

J ERRY P ATTERSO:'\, C Ol\l.~llS IO;":ER 

RE: State Lease ;\IF I 0-'580 urveyed chool Land lease, described on Page 2 
tate Lea e MF104778 6 urveyed chool Land leases, descri bed on Page 2 
tate Lea e MF105285 13 Surveyed chool Land leases. described on Page 2 

Well: Block 58 tate 42 #1 H (API # 42-389-32497) 

Dear Mr. Chaffee: 

Our research indicates that there was a three-month lapse in production for the referenced wel l 
from eptember I through ovember 30, 20 12. 

You have 40 days from the receipt of thi s letter in which to present evidence and convince the 
General Land Office that operations were conducted adequate to perpetuate the leases without a 
cessation or more than sixty (60) cumulative days. If such evidence has not been presented at the 
expiration or the 40-day period, we will have to assume that there were no operations during the 
lapse period and the mineral files shall be endorsed "terminated" due to cessation of production. 

Upon termination, and pursuant to the Texas Administrative Code, we request that you file with 
this office a recorded original or certified copy of a Release of these State Oil and Gas Leases 
along with a filing fee or $25.00 per state lease to be sent to my attention. 

;;;w 
Linda Price, RL 
Energy Resources, Mineral Leasing 
5 12-463-51 18 
5 12-475-1 543 (fax) 
linda.price@glo.texas.gov 

'°ltcphen F. \u,tin Buildinl!, • 1700 '\onh Con~rl·" hl'nue · \u,t111,Tcx.1, 78701-1495 

P<l,t Ottiu.: Box 12871 • \u,rin, Tex,1, 78111 2hd 

S 12-4(11-5001 • 800 998 4C LO 

\\Ww.i;lo. ,rare. rx. u~ 



Brian Chaffee 
hell Explorati on & Producti on Company 

August 29, 20 13 
Page 2 

MF104580 129 acres, co ering the W/2 or ection 4 1, Block 58, P L Survey, Reeves County, TX 
Recorded in Book 703, Page 289 

tale of Texas, Lessor 

MFl 04778A 1,095.22 acre , coveri ng the E/2 or Section 39, E/4 or ection 40 & al l of Section 42, 
Block 58, P L Survey, Reeves, County, Texas 

State Lease o. Agent for tale of TX Lease Date Recorded Bk/Page 
MF1 04778A 

MF104778 
tale Lease 

MF 104778 F 
MF104778G 
MFl 04778H 
MFl 047781 
MF104778J 

MF I05285 

tate Lease 
MF1 05285A 
MF I 052858 
MF1 05285C 
MF105285D 
MFI05285E 
MF I 05285F 
MF I05285G 
MF105285H 
MF1 052851 
MF1 05285J 
MF 105285K 
MF1 05285L 
MF 105285M 

Dela Minerals, Inc. 02/1 8/2005 702/686 

6 15 acres, covering a ll of ection 42, Block 58. P L urvey, Reeves, County, Texas 

ell ie May Gohlke Trust 
Ann Covington Henderson 
Ted Michael Covington 
Jane Covington Drake 
The Estate or elli e May Gohlke 

Lease Date 
04/06/2007 
10/2 1/2007 
10/2 l/2007 
10/2 1/2007 
04/06/2007 

Recorded Bk/Page 
777/197 
778/542 
778/524 
778/533 
78 1/462 

1,895 .47 acres, covering all o f ections 3 1, 32 and 42, Block 58, PSL, Reeves 
County, Texas 

o. Agent fo r tale of TX 
Catherine Funk Wall Trust A 
D.D. Wall Estate Trust A 
E tate or ellie May Gohlke 
Dela Minerals, Inc. 
Ted Michael Covington 
Ann Covington Henderson 
Jane Covington Drake 
D. D. Wall Trust B 
Catherine Funk Wall Trust B. 
Mary B. Harwit Unitrust 
Mary Y. Tippen Testamenta1y Trust 
Esther human Te lamenta1y Trust 
Texas cotri sh Rite Hospital 

Lease Date 
12/01 /2005 
12/01/2005 
11 /03/2004 
02/ 18/2005 
I 0/06/2004 
I 0/06/2004 
I 0/06/2004 
12/0 I /2005 
12/01 /2005 
09/01 /2005 
09/01 /2005 
09/01 /2005 
12/0 I /2005 

Recorded Bk/Page 
726/625 
726/639 
689/606 
702/695 
6871702 
687/684 
687/693 
724/97 
724/82 
724/31 
724/ 16 
724/ 1 
724/249 
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WELL TIMELINE 

Block 58 State 32 #1 Block 58 State 31-3 #lH Block 58 State 42 #lH 

API# 42-389-32398 42-389-32452 ,. 42-389-32497 

RRC ID# 08-224464 08-245061 08-244453 
Unlt4484 Unit4554 

MF105285 Lease Well MF105285, MF105490,. & MF104782,. MF104580, MF104ns• & MF105285 

Permit Issued 1/3/2006 1/24/2007 1/24/2007 

Date Commenced 5/11/2007 6/15/2007 12/21/2007 

Date Completed 6/3/ 2007 11/4/2007 6/9/2008 

1st Production 12/1/2006 2/1/2008 8/1/2008 

Shut-In Payment Received 11/1/2011 NA 
Shut-In Affidavit Requested 11/19/2011 NA 
Shut-In Affidavit Due 12/22/2011 NA 
2nd Shut-In Payment Rec. 2/22/2012 NA 
3rd Shut-In Payment Rec. 2/15/2013 NA 

05/2010 - 06/2010 

12/2010 
02/2011 - 05/2011 

09/2011 
12/2011 - 01/2012 

Gaps 04/2012 - 06/2012 
11/2012 - 04/2013 

06/2013 
08/2013 08/2011 

11/2013 - 12/2013 10/2011 - 04/2013 09/2012 - 11/2012 

04/2014 06/2013 - 04/2014 04/2014 

Termination Date 07/01/2012 01/01/ 2012** * 12/01/2012 

Last Production 03/2014 05/2013 03/2014 

*MF104778 is also part of Unit 5206, with producing well 42-389-32449, which terminated 08/2012 after a 61-day gap and for which the GLO gave Shell two 

options. 

**No second or third shut-in payment received. 

*** Shut in Affidavit never received so shut in was rejected. 

Revised 06/09/2014 
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Linda Price - MF104580 & MF104778, Block 58 State 42 #1H 

From : 

To: 

Date: 

Subject: 

Attachments: 

Linda Price 

Meredith. MacAllister@shell .com 

6/ 9/ 2014 9:37 AM 

MF104580 & MF104778, Block 58 State 42 # lH 

4554 SWEPI 08-29-2013.pdf 

Reply Requested: By 6/ 11/ 2014 

Meredith: 

Page I of 2 

The email thread below regarded Block 58 State 40-14 lH. In it, I said that Shell cou ld delay executing, 
recording and filing a release of MF104778A until our review of Block 58 State 42 # lH was concluded. 

Attached is our termination letter dated August 29, 2014 which was delivered to Shell on September 3, 2013 
regarding Block 58 State 42 # lH Accounting Unit 4554. We have concluded our review of the unit and now 
request a full re lease of MF104580 and all of the undivided interests of MF104778. MF105285 was also part of 
the Block 58 State 42 # lH Accounting Unit 4554 but Harriet will address that lease with you by separate 
correspondence. 

Please submit certified, recorded copies of releases of MF104580 and all of the undivided of MF104778, along 
with the filing fee of $25.00 per state lease, and mail them my attention. 

If you have any questions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.texas .gov 

>>> <Meredith.MacAllister@shell.com> 5/ 29/ 2014 1:56 PM >>> 

Linda, 

I am confirming receipt of your email and will start working on the releases. 

M eredith 

From: Linda Price [Linda.Price@GLO.TEXAS.GOV) 
Sent: Thursday, May 29, 2014 1:38 PM 

fil e://C:\ Documents and ettings\LPrice\Local ettings\Temp\XPgrpwise\5395805CDOM 1... 6/9/2014 



To: MacAllister, Meredith R SEPCO-UAU/ L/ A 
Cc: Chaffee, Brian D SEPCO-UAU/ L/ UP 
Subject: Unit Block 58 State 40-14 
Importance: High 

Meredith: 

Page 2 of 2 

Because of administrative maintenance reasons, the GLO has decided to issue new mineral file numbers for the 
one-year backdated leases of Unit Block 58 State 40-14 rather than making the new leases part of the original 
lease number files. 

Therefore, we will need full requests of the original leases rather than partial releases, with the exception 
of MF104778A. The releases will need to be effective August 29, 2012, the day before the new lease dates. 

MF104778A covers 1,095.22 acres including the E/ 2 of Section 39, SE/ 4 of Section 40 and all of Section 42, 
Block 58, PSL Survey. It is included in a review of Unit Block 58 State 42 # 1-H wh ich has not yet been 
concluded.. Therefore, you may either release the SE/4 of Section 40 now and possibly have to do an additional 
release of the other acreage covered by the lease, or you may wait until our review of Unit Block 58 State 42 
# 1-H has been concluded and release whatever additional acreage of that lease is determined to be terminated. 

You will be receiving the GLO letter approving the new leases and listing the new lease numbers soon. Please 
refer to the new lease numbers when making any payments towards, or in correspondence regarding, the new 
leases. 

Please confirm your receipt of this email and if you have any questions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

[ilc://C:\Documents and ettings\LPrice\Local ettings\Temp\XPgrpwise\5395805CDOM I... 6/9/2014 
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Linda Price - Termination Notice 

From: 
To: 

Date: 
Subject: 

Attachments: 

Mike & Amanda: 

Linda Price 

Amanda Allen; Mike May 

6/ 10/ 2014 9:55 AM 

Termination Notice 

42-389-32497 Well History 01-2010 to 04-2014.pdf 

The following are terminated effective 12/ 01/ 2012: 
Unit 4554 
MF104580 
MF104778 

Page I of I 

Attached for your convenience are production reports which show production from the termination date forward. 

If you have any questions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5 118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

fi le://C:\Documents and ettings\LPrice\Local ettings\Temp\XPgrpwisc\5396D60900M... 6/ 10/20 14 
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October 30, 20 14 

Meredith MacAllister, CPL TA 
Senior Lease Analyst 
Shell Exploration & Product ion Company 

·1 [1 ' "-.: [• ' [) \ [ 
) 1, /\, I 

150 North Dairy Ash ford Room EPC E0460-G 
I louston, Texas 77079 
(Via email to Aleredith.AfacAllister a Shell.com) 

JERRY P.\TTERSO:\ , COMi\llSSIO. ER 

RE: talc Lease MFI04580 Surveyed chool Land Lease effective January 18, 2005 

Dear Ms. MacAllistcr: 

129 acres, covering the W /2 of Sect ion 4 I, Block 58, P L Surve), Reeves 
County, Texas 
Recorded in Book 703, Page 289 
State of Texas, Lessor 
Well: Block 58 tate 42 # 111 (AP I # 42-389-32497) 

The GLO notified Shell by letter dated August 29, 2013 that our research indicated that there was a three-month 
lapse in production fo r the referenced well from eptcmber I through ovcmber 30, 2012 (sec copy of letter 
attached). Shell was given forty days from the receipt of our letter in which to present evidence and convince the 
GLO that a termination had not occurred. The USPS delivery receipt indicates that hell received the letter on 
September 3, 2013. The GLO did not receive any evidence that the lease was maintained in response to our letter. 

On June 9, 2014, by email, we requested a ful I release of the lease as we! I as all of the undivided interests of 
MF 104778 (see copy of email attached). 

Please be advised that the lease terminated effective December I , 2012. Thereafter, all revenue from the well 's 
production belonged to the State. 

The lease tract may be nom inated at a bid sa le. The deadline for nominations for the January 20 15 bid sale is 
tomorrow, Friday, October 31, 20 14. The GLO contact for the bid sa le is George Manin. I le can be reached by 
phone at S 12-475-15 12 or by email 10 George.Martin@glo.tcxas.gov. 

Sincerely, 

Linda Price, RL 
Energy Resources, Mineral Leasing 
512-463-5118 
512-475- 1543 (fax) 
linda.price@glo.texas.gov 

Attachments 

cc: Brian Chaffee 
(Via email to Brian.Chaffeefii'She/1.com) 

\11..phcn r \ust111 Building · 1700 "\. o rth (. 011grl'" ·\ n:11ut • \ 1..,1i11, Tl.'\,i- 7S701 1-19:; 

l'o,r Ollil·l Box 12871 • \ust111, ' li.:\.1, 7~ t 11 -2S7' 
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1\ ugust 29, 2013 

Brian Chaffee 
Staff Conlracls Represe11lali vc 
Shell Exploration & Procl ucl ion Comp1111y 
150 N. Dairy /\shforcl Sl., Su ite C 
Houston, Texas 77079-1 I 16 
(Viu CMRRR#: 70111 150 0001 241629R7) 

RE: fat e Lease MF I 04580 Surveyed School Land lease, described on Page 2 
Stnte Lcnsc MF104778 6 Smveyecl School Land leases, described on Page 2 
S tate Lcnse MFIOS285 13 Smveycd School Land leases, clescribecl on Page 2 
Well : l3loc k 58 State 42 #Hf (A J>I # 42-389-32497) 

Dear Mr. Clrnffcc: 

Our research indicates that there was a three-month lapse in production for the referenced well 
from September I through November 30, 2012. 

You have 40 days from the receipt or this letter in which to present evidence and convince the 
Genera l Land Office that operati ons were conducted adequate lo perpetuate the leases without a 
cessation or more than sixty (60) cumulative clays. ll' sU<.:h evidence has not been presented at the 
expiration or the 40-clay period, we will have to nssume that there were no operations during the 
lnpse period and the minera l fi les shall be endorsed "tcrminnted" due lo cessation of production. 

Upon lcrmination, and pursuant lo the Texas Administra tive Code, we request that you lile with 
thi s office a recorded original or certified copy or a Release or these State Oil and Gas I .cases 
along with a liling lee or$25.00 per stale kasc lo be sent lo my attention. 

Linda Price, RL 
Energy Resources, ivlineral Leasing 
5 12-463-5 118 
5 12-475- 1543 (l'ax) 
Ii nda.price@glo.texas.gov 

\1q1lll'11 I· \1 1,111 1 llu ildi1 11•, · l'itHl ,\'.,11rl1 Co11·;11'" ·\,,·111w • \11 ,1 111, 'li·,.1, i8itll l ·l 'Ji 
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Orian Chaffee 
Shell Exploration & Production Company 
August 29, 201 3 
Page 2 

MF104580 129 acres, covering the W/2 of Section 41, Block 58, PSL Survey, Reeves County, TX 
Recorded in Book 703, Page 289 
State of Texas, Lessor 

MF104778A 1,095.22 acres, covering the E/2 of Section 39, SE/4 of Section 40 & all of Section 42, 
Block 58, PSL Survey, Reeves, County, Texas 

State Lease No. Agent for State of TX Lease Date Recorded Bk/Page 
MF104778A Dela Minerals, Tnc. 02/18/2005 702/686 

MF104778 615 acres, covering all of Section 42, Block 58, PSL Survey, Reeves, County, Texas 
State Lease No. Agent for State of TX Lease Date Recorded Bk/Page 
MFl 04778F Nellie May Gohlke Trust 04/06/2007 777/197 
MP! 047780 Ann Covington Henderson l 0/21 /2007 778/542 
MF l 04778H Ted Michael Covington I 0/21/2007 778/524 
MFI04778I JaneCovingtonDrake 10/2 1/2007 778/533 
MFl 04778J The Estate of Nellie May Gohlke 04/06/2007 781/462 

MF105285 1,895.47 acres, covering all of Sections 31, 32 and 42, Block 58, PSL, Reeves 
County, Texas · 

State Lease No. 
MFIOS285A 
MFIOS2858 
MFI05285C 
MFIOS2850 
Mr!05285E 
MF I05285F 
MFI05285G 
Mr-l05285fl 
MF!05285 l 
MF! 05285J 
MF! 05285K 
MF! 05285L 
MFIOS285M 

Agent for State of TX ', 
f 'i 

Catherine Funk Wall Trust A , 
D.D. Wall Estate Trust A 
Estate of Ncllie May Gohlke 
Dela Minerals, Inc. 
Ted Michael Covington 
Ann Covington l lendcrson 
Jane Covington Drake 
0 . D. Wall Trust B 
Catherine Funk Wall Trust 13 . 
Mary 0. 1-larwit Unitrust 
Mary Y. Tippens Testamenta ry Trust 
Esther Shuman Testamentary Trust 
Texas Scottish Rite r lospital 

Lease Date 
12/01 /2005 
12/01 /2005 
11/03/2004 
02/ 18/2005 
10/06/2004 
I 0/06/2004 
I 0/06/2004 
12/01 /2005 
12/01/2005 
09/01 /2005 
09/01 /2005 
09/01 /2005 
12/01 /2005 

Recorded Bk/Page 
726/625 
726/639 
68}Y.606 
702/695 
687/702 
687/684 
687/693 
724/97 
724/82 
724/31 
724/1 6 
724/ 1 
724/249 



USPS.com® - Track & Confirm 

Engh sh cuuomt, s, ,....k t 

p;;; USPS.CUM. 
O" k ' f o<rll. 
T1oll • b\• t,r,111 

Enter up to to Tracking~ Find 
FI IU. U\l' I' t,, 
t I t I (, 

~:Tt ~Qk & Confirm 
H, •• 1,.'>1 
(.t 1~11 ,t• 111 t.•1 11\ \" 

(,C r c •• r.•\, UPD 0.1 (c; f'A, '1l OtlMt\ 

YOUR LA8Cl. tW UOER 

701111~000012·11 6293 7 

Check o n A nother ltom 

',\hat's your label (o, ,oc e pi) number? 

LEGAL 

~, .. .:t.,., l' 

1c11nsci11u, 
ro1,;, 
NC) FEAR J!( t i:.fiO ().;,t.; I 

USPS t.lob1't 

Sr.r<l t.l a, t 

SfRVW:f S TAlUSOr ... OURllC.,. 

Oe'werc-d 

Arr,vaJ al Un I 

Oe!>••1 USPS S0<1 
FacA ty 

P,ocessed lhl'OlJIOh 

USPS So.1 fa<·t cy 

Dep111 USPS SO<I 
Fr,c,!.t r 

Proteued thtoogh 

USPS S0<1 F,c rt/ 

Oil USPS COi,\ 

Gn.t• 1t•r,15.e, r,•\, 
E! ·I S1. ,-p"t· ~•--p 
,,, o: ol l o,l• ) / . ffl ~'t•,,,1~,(' I 

CoUt.11·,~$-, . ~A, 

FhHI 

C'! ·hrM"J !)•.,,.r<.,-. '° 111 11 .• I J\1 1
,• 'u, 

~ ·- 1r-1•, 

O USPS.COM 1., ,1, -;~·· . .'.u1 ~ IJSV~ ,". H•-.~1'<1. I~•\' r-,, ,t 

l.1anaq,· Yo,,r 1.1~ I 

OAl ( & n1,1c 

Sep:emt>or 3 ?013 1?Spm 

Augv SI 31. 2013. 1 ~3 om 

Al,QaSI 3 1. 2013 

Aug.,>130 2013. 11 15 pm 

A-11 30 2013 

Augu i l 29, 20 13 iO 1,1 pm 

0 '1 AOOU r USPS COM 

/.!<. u.~J'.Stt 'Tf• 

'.(:, 

,!,f-') t··, t•;.., . i-.· 

f\ 1\l\ • . .... t ·''<.f·\ • 
( '•·, I\ 

htlps://tools.usps.com/go/TrackConfirmAction.action 

Page I of I 

ShOt> 

lOCAl)O'j H .ATUIH S 

l!OUSTOII TX 77079 Cenf.ed f.11,i"'' 

HOUSTOII. TX 77079 

h OUSTOfl TX 77701 

ti0US10 11 IX 17201 

AUSTm TX 78710 

AUSTiii TX 78710 

O l tlER USPS SllES 

Pu\ S.\t • . u(.>'t .-..,,, 

F',i',· ,s:.:\ ' ,\• 

9/12/201 3 



Linda Price - MF104580 & MF104778, Block 58 State 42 #1H 

From: 

To: 

Date: 

Subject: 

Attach men ts: 

Linda Price 

Meredith.MacAll ister@shell.com 

6/9/2014 9:37 AM 

MF104580 & MF104778, Block 58 State 42 II lH 

4554 SWEPI 08-29-2013.pdf 

Reply Requested: By 6/11/2014 

Meredith: 

Page I of 2 

The email thread below regarded Block 58 State 40-14 lH. In it, I said that Shell could delay executing, 
recording and filing a release of MF104778A until our review of Block 58 State 42 #lH was concluded. 

Attached is our termination letter dated August 29, 2014 which was delivered to Shell on September 3, 2013 
regarding Block 58 State 42 /1 lH Accounting Unit 4554. We have concluded our review of the unit and now 
request a fu ll release of MF104580 and all of the undivided interests of MF104778. MF105285 was also part of 
the Block 58 State 42 ti lH Accounting Unit 4554 but Harriet will address that lease with you by separate 
correspondence. 

Please submit certified, recorded copies of releases of MF104580 and all of the undivided of MF104778, along 
with the filing fee of $25.00 per state lease, and mail them my attention. 

If you have any quest ions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5 118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

> > > <Meredith.MacAllister@shell.com> 5/29/2014 1:56 PM > >> 

Lind;i, 

I am confirming rece ipt of your emai l and will start working on th e releases. 

M eredi th 

From : Linda Price [Linda.Price@GLO.TEXAS.GOV) 
Sent: Thursday, May 29, 2014 1:38 PM 

fi le://C:\Documcnts and Settings\LPrice\Local Settings\Temp\XPgrpwisc\5395805CDOM 1... 6/9/2014 



To: MacAllister, Meredith R SEPCO-UAU/L/A 
Cc: Chaffee, Brian D SEPCO-UAU/ L/UP 
Subject : Unit Block 58 State 40-14 
Importance: High 

Mered ith: 

Page 2 of 2 

Because of administrative maintenance reasons, the GLO has decided to issue new mineral file numbers for the 
one-year backdated leases of Unit Block 58 State 40-14 rather than making the new leases part of the original 
lease number files. 

Therefore, we will need full requests of the original leases rather than partial releases, with the exception 
of MF104778A. The releases will need to be effective August 29, 2012, the day before the new lease dates. 

MF10'!778A covers 1,095.22 acres including the E/ 2 of Section 39, SE/4 of Section 40 and all of Section 42, 
Block 58, PSL Survey. It is Included in a review of Unit Block 58 State 42 It 1-H which has not yet been 
concluded. Therefore, you may either release the SE/ 4 of Section 40 now and possibly have to do an additional 
release of the other acreage covered by the lease, or you may wait until our review of Unit Block 58 State 42 
It 1-H has been concluded and release whatever additional acreage of that lease is determined to be terminated. 

You will be receiving the GLO letter approving the new leases and listing the new lease numbers soon. Please 
refer to the new lease numbers when making any payments towards, or in correspondence regarding, the new 
leases. 

Please confirm your receipt of this email and if you have any questions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.lexas.gov 

Iile ://C:\Documenls and Scll ings\LPrice\ Local Sell ings\Temp\XPgrpwise\5395805CDOM 1... 6/9/20 14 
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Linda Price - MF104580 

From: 
To: 
Date: 

Subject: 

Attachments: 

Linda Price 

Brian. Chaff ee@shell .com; Meredith. MacAllister@shel I. com 

10/ 30/ 2014 10:52 AM 

MF104580 

MF104580 Shell 10-30-2014.pdf 

Meredith and Brian: 

Please find attached our letter regarding MF104580. 

No hard copy will be sent unless so requested. 

If you have any questions, please contact me. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

Mailing Address: 
P. 0. Box 12873 
Austin, Texas 78711-2873 

Physical Address: 
1700 N. Congress Avenue 
Austin, Texas 78701-1495 

Page I of I 
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Linda Price - Fwd: MF104580 

From: 

To: 

Date: 

Subject: 

Attachments: 

Mike: 

Linda Price 

Mike May 

10/30/ 2014 10:56 AM 

Fwd: MF104580 

MF104580 Shell 10-30-2014.pdf 

Page I of 2 

MF104580 terminated on December 1, 2012. Upon termination, all revenue from the Block 58 State 42 # lH 
(API # : 42-389-32497) production belonged to the State. 

Attached is my emailed letter of today reiterating our position to Shell that the lease is terminated and 
reminding them that 100% of the revenue belongs to the State. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda. Price@g lo. texas. gov 

Mailing Address: 
P. 0. Box 12873 
Austin, Texas 78711-2873 

Physical Address: 
1700 N. Congress Avenue 
Austin, Texas 78701-1495 

>>> Linda Price 10/ 30/2014 10:52 AM >>> 
Meredith and Brian: 

Please find attached our letter regarding MF104580. 

No hard copy will be sent unless so requested. 

If you have any questions, please contact me. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5 118 
Fax: (512) 475-1543 

fil e://C:\Documents and ettings\LPricc\ Local ctti ngs\Tcmp\X Pgrpwisc\5452 1978DOM... I 0/30/20 14 



Linda. Price@glo. texas.qov 

Mailing Address: 
P. 0. Box 12873 
Austin, Texas 78711-2873 

Physical Address: 
1700 N. Congress Avenue 
Austin, Texas 78701-1495 

Page 2 of 2 
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February 12, 201 5 

Garrett Black, RPL 
La nd Coordinator 
COG Operating, LLC 
One Concho Center 
600 W. Illinoi Avenue 
Midland. Texas 79705 

TEXAS GENERAL LAND OFFICE 
G LORGE P BUSH . COMM I 10 l R 

Via Email & CMRRR #: 701111500001 2416511 7 

RE: Block 58 tatc 42 11 1 

Dear Mr. Black: 

API #42-389-32497, RRC #244453, Di trict 8 
cct ion 42 , Block 58, Public chool Land urvey, A-3155, Reeves 

Count), Texa 
late ofTexa Relinquishment Act Land 

In a previous review of the referenced well, we found that no production wa reported to the RRC for the 
months of eptember 201 2 through ovembcr 2012. The GLO notified Shell of it finding by certified 
leucr delivered September 3, 2013 and gave hell 40 days to provide evidence that the related lea es were 
maintained. hell did not respond and the leases were endorsed as terminated in the GLO files effecti ve 
December I, 2012. 

A recent review of the well hows production was rcpo11ed to the RRC fo r each mon th of the years 2013 
and 20 14. The mo t recent production fou nd reported wa for the month of December 2014. 

Thi letter crve as the GLO' notice to COG to cca e producing the well immediately. Our Royalty 
Revenue Di\ ision v ill contact you regarding the revenue owed to the late of Texa during thi time 
period. 

If you have any quc tions, please contact me. 

inccrcly. 

Linda Price, RL 
Energy Resources, Mineral Leasing 
5 12-463-5 I 18 
512-475-1543 (fax) 
Linda.Price@glo.tcxa .gov 

cc: Jame Flavin, hell ( ia email) 
Meredith MacAlli ster, hell (via email) 

1700 onh Congress Avenue. Austin. I c>.as 78701-1495 
PO Bo, 12873. Austin. re,as 787 11-2873 

512-463-500 I glo.tc>.as.go, 



US P .com® - USP Tracking™ 

Enghsh Customer s..-vit• USPS Mobile 

El USPS.COM. 

M l. 

USPS Tracking™ 

Tracking Number· 70111150000124165117 

Product & Tracking Information 
Postal Product: 

Fobruary 17, 2015 . 12:32 
pm 

Extra Svc: 

Cen,f,ed Mad • 

Dohvercd 

Y I mwas J tveredot 12 2pmor re u1y 2 

February 16 2015 7 14 am 

February 14 2015 10 44 
pm 

Departed USPS Fac,hty 

Amved at USPS Fac,hty 

Track Another Package 
Tracking (or receipt) number 

HELPFUL LINKS ON ABOUT USPS COM 

Contact Us About USPS Homo 

S1telnoex Ne-NSloom 

FAQs USPS Serv,ce Upda1os 

Forms & Pvt>hcat,on1 

Government Servtee s 

Careers 

Copyr,oht O 2015 USPS All Rights Rase,-.,ed 

Page 1 of I 

Reg1s1er I Sign hl 

Search or Enter a Tracking Number 

a St e O s ess 

Customer Service 
Have quostions? We're hore to holp. 

Available Actions 

RNum Rflcc1pt After Md1llng 

MIDLAND, TX 79701 

MIDLAND TX 97 t 

MIDLAN D TX 79711 

MIDLAN D TX 79711 

Track It 

OTHER USPS SITES LEGAL INFORMATION 

Business Customer Gateway- Pnvacy Pol<cy 

Pos11 lnSpectOC'$ Tenns of Use 

lnspecto< General FQIA 

Pos1a1 Ex:plorer No FEAR Act EEO Data 

NattOnal PostaJ Museum 

Resources fo, oe .... elopers 

Search or Enter a Tracking Number 

https://tools. usps.com/go/TrackConfirmAction.action?tRef=fu ll page&tLc= I &text28777=&t... 4/1/2015 



Harriet Dunne - Block 58 State 42 lH 

From: 
To: 

Date: 

Subject: 
CC: 

Attachments: 

Garrett: 

Linda Price 

gblack@concho.com 

2/ 12/ 2015 1:11 PM 

Block 58 State 42 lH 

Harriet Dunne; J.Flavin@shell.com; Meredith.MacAllister@shel l.com 

COG Block 58 State 42 lH 02-15-2015.pdf 

Attached is the GLO's letter regarding the Block 58 State 42 lH which is also being sent by certified mail. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

Mailing Address: 
P. 0. Box 12873 
Austin, Texas 78711-2873 

Physical Address: 
1700 N. Congress Avenue 
Austin, Texas 78701- 1495 

Page I of I 
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File No. #1 r /4 '15!0 ~~ 

Le#v To C:Of r~ -/rrm1/Jd,'"1 ~ 
al lu,1'-

Date Filed: tAA,ito?.,kl(J/S: 
George P. Bush, Commissioner 

By~ 
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STATE OF TEXAS 

15-01059 
FILED FOR RECORD 

REEVES COUNTY, TEXAS 
Feb 03, 2015 at 02:41:00 PM 

RELEASE OF STATE OIL AND GAS LEASES 

COUNTY OF REEVES 

§ 
§ 
§ 

KNOW ALL :tvIE BY THESE PRESENTS: 

That the undersigned do hereby release, relinquish and surrender to the hereinafter named 
lessor, its heirs, successors, and assigns, all of their right, title and interest in and to the following 
described Oil, Gas and Mineral Leases, recorded as indicated below in the Official Public 
Records of Real Property of Reeves County, Texas as to the lands in said county specifically 
described or referred to in the schedule below as to each lease respectively. 

State Lease No.: 
SWEPI LP No.: 
Lessor Name: 
Date: 
Recorded: 

Legal: 

State Lease No.: 
SWEPI LP No.: 
Les or Name: 
Date: 
Recorded: 

Legal: 

State Lease No.: 
SWEPI LP No.: 
Les or Name: 
Date: 
Recorded: 
Legal : 

State Lease No.: 
SWEPI LP No.: 
Lessor Name: 
Date: 
Recorded: 
Legal: 

State Lease No.: 
SWEPI LP No.: 
Lessor Name: 
Date: 
Recorded: 
Legal: 

M-104580 

TX00270.001 

State of Texas 

January 18, 2005 

Vol 703 Page 289 
129 acres, covering the W/2 of Section 41, Block 58, PSL Survey, Reeves County, 
TX 

MF104778A 

TX00349.001 

State of Texas, acting by and thrnugh its agent, Dela Minerals, Inc. 

February 18, 2005 

Vol 702 Page 686 

E/2 of Section 39, E/4 of Section 40 and All of Section 42, Block 58, Plublic 
School Land Survey containing 1,095.22 acres, more or less 

MF104778G 

TX02494.001 

State of Texas, acting by and through its agent, Ann Covington Henderson 

October 21, 2007 

Yol 778 Page 542 

All of Section 42, Block 58, PSL Survey containing 615 acres, more or Jess 

MF104778H 

TX02494.003 

State of Texas, acting by and through its agent, Ted Michael Covington 

October 21 , 2007 

Vol 778 Page 524 

All of Section 42, Block 58, PSL urvey containing 615 acres, more or less 

"MF104778I 

TX02494.002 

State of Texas, acting by and through its agent, Jane Covington Drake 

October 21 , 2007 

Vol 778 Page 533 

Al l of Section 42, Block 58, PSL Survey conta ining 61 5 acres, more or less 

•• ••• • • • • ••• ••• . .. .... 
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State Lease o.: MF104778J 

SWEPI LP No.: TX02495.001 

Lessor Name: 
Date: 

State of Texas, acting by and through its agent, The Estate of ellie May Gohlke 
April 6, 2007 

Recorded: Vol 781 Page 462 
Legal: All of Section 42, B lock 58, PSL urvey containing 6l5.l acres, more or less 

This instrument may be executed in counterparts, each of which shall be considered an 
original for all purposes and shall be binding upon those parties who execute whether or not 
executed by all parties, and all such counterparts, when taken together, shall constitute one and 
the same instrument. For recordation purposes, the separate signature pages and 
acknowledgements may be affixed to the body of one original instrument without the necessity 
of each separate counterpart in its entirety. 

EXECUTED as of the dates of the certificates of acknowledgement hereto, but effective 
for all purposes as of December 1, 2012. 

SWEPILP 

ACKNOWLEDGEME T 

ST ATE OF TEXAS § 

COUNTY OF HARRIS § 

This instrument was acknowledged before me on this ~l)0'- day of ft\~V,l\Y~ 2015 by 
George K. Zimmerman, as Attorney-in-Fact for SWEPI LP, a Delaware limited partnership, on 
behalf of said limited partnership. 

.,.".,\~~Y~t;:,,, ALINE S. KHALILIEH 
f •/:X:2t \ Notary Public, State of Texas 
\ .. ;;.~ :'.:,f My Commission Expires 
"',,::,ttt\~~,._.:- Morch 03. 2017 

STATE OF TEXAS 

COUNTY OF HARRIS 

otaiy Public, State of Texas 

TITLEHOLDER TEXAS, LLC 

By: SWEPI LP, its Manager 

§ 

§ 

This instrument was acknowledged before me on the 'Jj)~ day of 2015 by 
George K. Zimmerman, as Attorney-in-Fact for SWEPI LP, a Delaware limited tnership, in its 
capacity as Manager of Titleholder Texas, LLC, a Delaware limited liability company, on behalf of 
said limited liability company. 

'''"'"' .,.~\~.'!rl;,,, ALINE S. KHALILIEH 
{"/;:Ji3t\ Notary Public, State of Texas 
~ .. ;; .. ~ :~§ My Commission Expires 

1\u s. :L\~\~,e~ 
r otru.y Public, State of Texas Inst No. 15-01059 

DIANNE 0. FLOREZ 
COUNTI CLERtc; 
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April 21, 2015 

Harriet Dunne 
Texas General Land Office 
Energy Resources, Mineral Leasing 
1700 Congress Ave, Suite 600 
Austin, TX 78701-1436 

SWEPI LP 
Land & Contracts 

150 N. Dairy Ashford, WCK 4333 
Houston, TX 77079 

United States of America 
Te l +1832337 1915 
Fax + 1 832 337 4325 

Email Terry.Sloyan@shell.com 
Internet http:/ / www.shell.com 

RE: Original Recorded Releases and Partial Releases of State Oil and Gas Leases 

Dear Harriet, 

Please find enclosed the following original recorded documents: 

1. Release of State Oil and Gas Leases dated January 30, 2015, but effective October 23, 
2012, recorded at Volume 1142, Page 787, Reeves County, Texas. (State Lease #'s 
MF105494D {Tx.02319.001}, MF105494E {Tx.02320.001}) 

2. Release of State Oil and Gas Lease dated January 30, 2015, but effective July 16, 2014, 
recorded at Volume 1142, Page 781, Reeves County, Texas. (State Lease # MFl 15504 
{TX02885.001}) 

3. Partial Release of State Oil and Gas Lease dated January 30, 2015, but effective June 21, 
2011, recorded at Volume 1142, Page 778, Reeves County, Texas. (State Lease # 
MF104191 {Tx.02511.001}) 

4. Release of State Oil and Gas Leases dated January 30, 2015, but effective December 1, 
2012, recorded at Volume 1142, Page 776, Reeves County, Texas. (State Lease #'s 
M104580 {TX00270.001}, MF104778A {TX00349.001} , MF104778G {Tx.02494.001}, 
MF104778H {Tx.02494.003}, MF104778I {TX02494.002}, MF104778J {TX02495.001 }) 

5. Release of State Oil and Gas Lease dated January 30, 2015, but effective ovember 1, 
2012, recorded at Volume 1142, Page 771, Reeves County, Texas. (State Lease #'s 
MF105285A through MF105285M, {TX00347.001 , Tx.00345.001 through Tx.00345.004, 
TX00342.001 through TX00342.005, TX00346.001, TX00346.002, TX00348.001}) 

6. Release of State Oil and Gas Leases dated January 30, 2015, but effective August 29, 2012, 
recorded at Volume 11 42, Page 767, Reeves County, Texas. (Seate Lease #'s 'lvfF1 07619A 
{TX00351.001}, MF1076 19B {TX00350.001}, fF107769 {TX02415.001}, MF104548 
{TX00268.001}) 



7. Release of State Oil and Gas Lease dated January 30, 2015, bur effective December 1, 
2011, recorded at Volume 1142, Page 769, Reeves County, Texas. (State Lease # 
MF105490 {TX00269.001}, MF104782 {TX00266.001}) 

8. Release of State Oil and Gas Lease dated February 2, 2015, but effective March 1, 2014, 
recorded at Volume 1142, Page 794, Reeves County, Texas. (State Lease # MF104539 
{TX02541.001}) 

9. Release of State Oil and Gas Lease dated February 2, 2015, but effective April 1, 2014, 
recorded at Volume 1142, Page 791, Reeves County, Texas. (State Lease # MF104871 
{TX02307.001}) 

10. Partial Release of State Oil and Gas Lease dated January 30, 2015, but effective April 25, 
2014, recorded at Volume 1142, Page 789, Reeves County, Texas. (State Lease #'s 
MF105236A through MF105236E {TX02321.001 through TX02321.005}) 

11. Release of State Oil and Gas Lease dated January 30, 2015, but effective June 11, 2011, 
recorded at Volume 1142, Page 786, Reeves County, Texas. (State Lease # MF105230 
{TX02326.001}) 

Also enclosed is Check # 8826 in the amount of S925.00, which represents the $25.00 filing fee for 
each lease described on the above documents. Should you have any questions, please do not hesitate 
to contact me at 832-337-1915. 

Very truly yours, 

~~ 
Terry Sloyan 
Lease Analyst 



~ SHELL EXPLORATION & PRODUCTION COMPANY 
~ LAND & CONTRACTS 

1571090 2 

DATE April 21, 2015 

88 26 

62-20-311 

6~6J~ 6~E COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS I $ 925 .OO 

Nine hundred twenty five and no/ 100------------------------------------ - - -ooLLARS {n 
cffibank· 
CITIBANK, N A. BR. # 99920 
I PENNS WAY. OPS 2/2NO FLOOR 
NEWCASTLE. DE \1720 

FOR Fi 1 i ng Fees 
n•ooooaa 2tin' 

:::..,._· ---
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File No. l 0 '-!56 0 

~~~~~~~~~~Co~~ 

L+v-+ ~s- re..l~-e 

Date Filed: O'f:l;>c l IS::: 
George P. Bush, Co~oner 

By 



SENDER:•COMPLETE THIS SECTION 

• Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery Is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

2. Article Number 

(Transfer from service label) 

D. Is delivery address differant from item 1? D Yes 
If YES, enter delivery address Qelow: D No 

3. Service Type 
O Certified Mall 

D Registered 

D Insured Mail 

., 

D Express Mall 

D Return Receipt for Merchandise 

DC.0.D. 

4. Restricted Delivery? (Extra Fee) D Yes 

PS Form 3811 , February 2004 Domestic Return Receipt 102595-02·M· 1540 



UNITED STATES POSTAL SERVICE First-Class 'Mail 
Postage & Fees Paid 
USPS 
Permit No. G-10 

• Sender: Please print your name, address, and ZIP+4 in this box• 

--

Texa General Land Office 
George P. Bu h, Commi sioner 
P.O. Box 12873 
Austin. Texas 787 11 -2873 

2 IO 
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. ' 
Texas General Land Office 

Limited Review Billing PO Box 12873 
Austin, TX 78 711-2873 

(800) 998-4456 
8 :oo - 5:00 M-F George P . Bush, Commissioner 

SWEPI LP 
PO Box 576 
Houston, TX 77001-0576 

Billing Date: 4/30/2015 
Billing Due Date: 5/30/2015 
Customer Number: C000044963 

-----
Invoice Mineral File Gas Royalty Oil Royalty ---· Penalty Interest Total Due ---- ----
15100446 MF104580 $49,656.42 $0.00 $0.00 $0.00 $49,656.42 

15100447 MF104778 $122,434.65 $0.00 $0.00 $0.00 $122,434.65 

15100449 MF105285 $46,878.23 $0.00 $0.00 $0.00 $46,878.23 

Total Due $218,969.30 $0.00 $0.00 $0.00 $218,969.30 

Penalty and interest have been calculated thru 4/30/2015. Payment remitted a~er 4/30/2015 will 
result in additional penalty and interest charges. 

Contact Info: Amanda Allen (512) 475-1544 or amanda.allen@glo.texas.gov 

NOTICE 

• Please update GLOl and GL02 production reports to correct volumes. 

• Please do not update GL03 report to include billed royalty, penalty or interest. This receivable has already 
been recorded. 

• For other royalty reporting questions, visit http ://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo123@glo. texas.gov. 

This notice does not constitute an Audit Billing Notice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently, 
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues. 

Limited Review Billing 

SWEPI LP 

Billing Date: 4/30/2015 

Billing Due Date: 5n0/2015 

Customer Number: C000044963 

15100446 MF104580 

15100447 MF104778 

15100449 MF105285 

Detach and return with payment 

$49,656.42 $0.00 

$122,434.65 $0.00 

$46,878.23 $0.00 

Total Due $218,969.30 $0.00 

Amt. Paid 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Penalty Interest Total Due -- - - --· 
$0.00 $0.00 $49,656.42 

$0.00 $0.00 $122,434.65 

$0.00 $0.00 $46,878.23 

$0.00 $0.00 $218,969.30 



Auditor/Account Examiner: Amanda Allen 
Company ame: Shell Western E & P 

Cu tomer umber: C000044963 

Mineral File #: MF104580 

Transaction Type: Limited Review 

Other I Invoice#: 

Previous Amount Current Amount 

$49,656.42 

A II original invoices must be approved. 

Energy Fina nc ia l M anagement 

SMAR Activity I invo icing Approva l 

Date A E I Reviewer' s otes 

04/09/ 15 Terminated lease bil lied 
12/ 12 through 02/15 

/\II reductions in billing of more than $1000 must be approved. 

Reviewer 's ignature AR oles 

MM 4/29/20 l(l / -
r 



' Customer ID: C000044963 
· invoice Number: Auditor/AE: 
GLO Lease: MF104580 Billing Date: 
GLO Review : SHELL WESTERN E & P P&I Calculation Date: 
Review Period : JANUARY 2012 THROUGH FEBRUARY 2015 Roya lty Rate: 

(1) (2) (3) (4) (5) 
Month I Year RRC Number Gas Volume Tract Price BTU Gross Value 

Participation 
Rate 

(1 )x(2)x(3)x(4) 
Dec-12 08-244453 . 2,719 0.16268767 $2.974971 0.947000 $1,246.23 
Jan-13 08-244453 4,600 0.16268767 $2.350301 0.952000 $1 ,674.45 
Feb-13 08-244453 4,801 0.16268767 $2.404396 0.960000 $1,802.87 
Mar-13 08-244453 6,599 0.16268767 $2.521749 0.980000 $2,653.14 
Apr-13 08-244453 6,599 0.16268767 $4.359700 0.975191 $4,564.35 

May-13 08-244453 13,295 0.16268767 $4.375000 0.975191 59,228.07 
Jun-13 08-244453 516 0.16268767 $4.257428 0.975316 $348.58 
Jul-13 08-244453 8,955 0.16268767 $3.623877 0.984367 $5,196.98 

Aug-13 08-244453 15,254 0.16268767 $3.623877 0.984367 $8,852.56 
Sep-13 08-244453 968 0.16268767 $3.770000 0.978469 $580.92 
Oct-13 08-244453 587 0.16268767 $3.785000 0.983670 $355.56 
Nov-13 08-244453 5,839 0.16268767 $3.985000 0.978566 $3,704.35 
Dec-13 08-244453 1,946 0.16268767 $3.985000 0.978566 $1 ,234.57 
Jan-14 08-244453 9,060 0.16268767 $3.985000 0.978566 $5,747.80 
Feb-14 08-244453 2,780 0.16268767 $4.520806 0.400000 $817.85 
Mar-14 08-244453 5,905 0.16268767 $4.698548 0.976060 $4,405.70 
Apr-14 08-244453 4,553 0.16268767 $4.698548 0.970911 $3,379.06 
May-14 08-244453 21 0.16268767 $4.464000 0.970911 $14.81 
Jun-14 08-244453 233 0.16268767 $4.464000 3.970911 $671 .93 
Jul-14 08-244453 35 0.16268767 $4.464000 0.970911 $24.68 

Aug-14 08-244453 1,539 0.16268767 $4.464000 0.970911 $1 ,085.17 
Sep-14 08-244453 1,332 0.16268767 $4.464000 0.970911 $939.21 
Oct-14 08-244453 967 0.16268767 $3.712400 0.987020 $576.45 
Nov-14 08-244453 1,016 0.16268767 $3.640000 0.987030 $593.85 
Dec-14 08-244453 777 0.16268767 $3.860000 0.978450 $477.42 
Jan-15 08-244453 20 0.16268767 $4.215000 0.984370 $13.50 
Feb-15 08-244453 872 0.16268767 $2.810000 1.000000 $398.64 

TOTALS 101 ,788 $60,588.67 

COMMENTS: 

aallen 
4/9/2015 

4/30/2015 
100.000000% 

(6) 
Royalty Due 

(5) • Rovaltv Rate 
$1,246.23 
$1 ,674.45 
51 ,802.87 
52,653.14 
$4,564.35 
$9,228.07 

$348.58 
$5, 196.98 
$8,852.56 

$580.92 
$355.56 

$3,704.35 
$1 ,234.57 
$5,747.80 

$817.85 
$4.405.70 
$3,379.06 

$14.81 
$671 .93 
$24.68 

$1 ,085.17 
$939.21 
$576.45 
$593.85 
$477.42 
$13.50 

$398.64 
560,588.70 

(7) (8) 
Royalty Paid Additi onal 

Royalty Due 

$469.07 $777.16 
$418.41 $1,256.04 
$450.68 $1 ,352.19 
$662.93 $1,990.21 
5518.69 $4,045.66 
$455.45 $8,772.62 
$488.94 -$140.36 
$26.76 $5, 170.22 
$26.76 $8,825.80 

$102.37 $478.55 
$55.85 $299.71 

$697.05 $3,007.30 
$697.05 $537.52 
$697.05 $5,050.75 
$129.91 $687.94 
$335.93 $4,069.77 
$752.71 $2,626.35 
$536.35 -$521 .54 
$536.35 $135.58 
$536.35 -$511.67 
$536.35 $548.82 
$536.35 $402.86 

$1,004.91 -$428.46 
$83.53 $510.32 
$39.66 $437.76 

$136.82 -$123.32 
$0.00 $398.64 

$10,932.28 $49,656.42 

(9) (10) (11 l (12) (13) 
Number of Interest Rate Penalty Interest Revenue Due 
Days Late For Add itional From Additional From Additional 

Royalty Royalty Royalty 
(8)+(11 )+(12) 

804 0.00% $0.00 $0.00 $777.16 
776 0.00% $0.00 $0.00 $1 ,256.04 
745 0.00% $0.00 $0.00 $1 ,352.19 
715 0.00% $0.00 $0.00 $1 ,990.21 
684 0.00% $0.00 $0.00 54,045.66 
654 0.00% $0.00 $0.00 $8,772.62 
623 0.00% $0.00 $0.00 -5140.36 
592 0.00% $0.00 $0.00 $5, 170.22 
562 0.00% $0.00 $0.00 $8,825.80 
531 0.00% $0.00 $0.00 $478.55 
501 0.00% $0.00 $0.00 $299.71 
470 0.00% $0.00 $0.00 $3,007.30 
439 0.00% $0.00 $0.00 $537.52 
411 0.00% $0.00 $0.00 55,050.75 
380 0.00% $0.00 $0.00 $687 .94 
350 0.00% $0.00 $0.00 $4,069.77 
319 0.00% $0.00 $0.00 $2,626.35 
289 0.00% $0.00 $0.00 -$521.54 
258 0.00% $0.00 $0.00 $135.58 
227 0.00% $0.00 $0.00 -$511 .67 
197 0.00% $0.00 S0.00 $548.82 
166 0.00% $0.00 S0.00 $402.86 
136 0.00% $0.00 $0.00 -$428.46 
105 0.00% $0.00 $0.00 $510.32 

74 0.00% $0.00 $0.00 $437.76 
46 0.00% $0.00 $0.00 -$123.32 
15 0.00% $0.00 $0.00 $398.64 

$0.00 $0.00 $49,656.42 

ACCORDING TO OUR RECORDS, THIS STATE LEASE TERMINATED EFFECTIVE 12/01/2012 DUE TO LACK OF PRODUCTION FOR PRODUCTION MONTHS SEPTEMBER 2012 THROUGH NOVEMBER 2012. 
THE PRODUCING OF RRC WELL LEASE ID 08-244453 IS A TRESPASS. ROYAL TY DUE AMOUNT BASED ON 100% OF PRODUCTION. 

Comments: 

J 

Column (1) - Volumes were taken from RRC records for the above referenced rrc well ID. 

Column (2)-Tract participation rate for GLO Unit #4554. 

Column (3) & (4) -Prices & Stu's shown were taken from the production royalty reports (GL0-2) submitted to the Texas General Land Office. 
Price for production month taken from Houston Ship Channel Pricing. 

NOTE 1 : PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM YOUR MONTHLY ROYALTY PAYMENTS. THE PREFERRED METHOD OF PAYMENT IS BY CHECK ACCOMPANIED WITH THE BOTIOM 
HALF OF THE ATIACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE REMITIANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

NOTE 2: GL0-2 REPORTS NEED TO BE FILED FOR THE ABOVE PRODUCTION MONTHS REFLECTING THE ACTUAL PRICES, BTU's AND ROYALTY DUE AMOUNTS. 

ATIENTION: THIYAGARAJAN BALASUBRAMANIAN CERTIFIED MAIL NUMBER: 7011 1150 0001 2418 7157 
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Texas General Land Office 
Limited Review Billing PO Box 128 73 

Au stin, TX 78 711-2873 
(800) 998-445 6 
8 :oo - 5 :00 M -F George P. Bush , Commissioner 

SWEPI LP 
PO Box 576 
Houston, TX 77001-0576 

15100446 )< jMF104580 

15100447 MF104778 

15100449 MF105285 

Total Due 

$49,656.42 

$122,434.65 

$46,878.23 

$218,969.30 

Oil Royalty 

$0.00 

$0.00 

$0.00 

$0.00 

Billing Date: 4/30/2015 
Billing Due Date: 5/30/2015 
Customer Number: (000044963 

Penalty 

$0.00 

$0.00 $0.00 $122,434.65 

$0.00 $0.00 $46,878.23 

$0.00 $0.00 $ 218,969.30 

Penalty and interest have been calculated thru 4/30/2015. Payment remitted after 4/30/2015 will 
result in additional penalty and interest charges. 

Contact Info: Amanda Allen (512) 475-1544 or amanda.allen@glo.texas.gov 

NOTICE 

• Please update GL01 and GL02 production reports to correct volumes. 

• Please do not update GL03 report to include billed royalty, penalty or interest. This receivable has already 
been recorded. 

• For other royalty reporting questions, visit http://www.glo.texas.gov, call (512) 463-6850 or email us at 
glo123@glo. texas.gov. 

This notice does not constitute an Audit Billing Notice as defined in Section 52.135 of the Texas Natural Resources Code and, consequently, 
does not preclude the TGLO from conducting further examinations of these leases, time periods or issues. 

Detach and return with payment 

Limited Review Billing 

SWEPI LP 

Billing Date: 4/30/2015 

Billing Due Date: 5/30/2015 

Customer Number : C000044963 

!Invoice Mineral File Gas Royalty 
- - - -------

15100446 MF104580 $49,656.42 

15100447 MF104778 $122,434.65 

15100449 MF105285 $46,878.23 

Tota l Due $218,969.30 

Amt. Paid 

Oil Royalty 

$0.00 

$0.00 

$0.00 

$0.00 

Remit Payment To: 

Texas General Land Office 

PO Box 12873 

Austin, TX 78711-2873 

Penalty Interest Total Due 
--- ---·---

$0.00 $0.00 $49,656.42 

$0.00 $0.00 $122,434.65 

$0.00 $0.00 $46,878.23 

$0.00 $0.00 $218,969 .30 



Auditor/Account Examiner: Amanda Allen 
ompany ame: Shell Wester E & P 

Customer umber: C000035489 

Minera l Fi le#: MF105285 

Transaction Type: Limited Review 

Other I Invoice#: 

Prev iou Amount :Current Amount 

$46,878.23 

A l l original invoices must be approved. 

Ene rgy Fina ncia l Ma nagement 

MA R Activity I Invo icing Approva l 

Date AE I Reviewer's oles 

04/09/ 15 Terminated lease bil led at 
I 00% for prod months 

12/12 through 02/15 

A l l reductions in bil l ing of more than $ I 000 must be approved. 

Reviewer's ignature AR o~ 

MM 4/29/20 15 ,v / 
I 

I 



' Customer ID: C000044963 
Invoice Number: Auditor/AE: 
GLO Lease: MF105285 Billing Date: 
GLO Review : SHELL WESTERN E & P P&I Calculation Date: 
Review Period: DECEMBER 2012 THROUGH FEBRUARY 2015 Royalty Rate: 

(1) (2) (3) (4) (5) 
Month I Year RRC Number Gas Volume Tract Price BTU Gross Value 

Participation 
Rate 

(1 )x(2)x(3)x(4) 
Dec-12 08-244453 2,719 0.13803534 $2.975342 0.947000 $1,057.51 
Jan-13 08-244453 4,600 0.13803534 $2.349017 0.952000 $1,419.94 
Feb-13 08-244453 4,801 0.13803534 $2.403120 0.960000 $1 ,528.86 
Mar-13 08-244453 6,599 0.13803534 $2.520076 0.980000 $2,249.61 
Apr-13 08-244453 6,599 0.13803534 $4.359700 0.975191 $3,872.71 

May-13 08-244453 13,295 0.13803534 $4.375000 0.975191 $7,829.72 
Jun-13 08-244453 516 0.13803534 $4.257428 0.975316 $295.76 
Jul-13 08-244453 8,955 0.13803534 $3.623877 0.984367 $4,409.47 

Aug-13 08-244453 15,254 0.13803534 $3.623877 0.984367 $7,51 1.12 
Sep-13 08-244453 968 0.13803534 $3.770000 0.978469 $492.89 
Oct-13 08-244453 587 0.13803534 $3.785000 0.983670 $301 .68 
Nov-13 08-244453 5,839 0.13803534 $3.985000 0.978566 $3,143.02 
Dec-13 08-244453 1,946 0.13803534 $3.985000 0.978566 $1,047.49 
Jan-14 08-244453 9,060 0.13803534 $3.985000 0.978566 $4,876.82 
Feb-14 08-244453 2,780 0.13803534 $4.520806 0.400000 $693.92 
Mar-14 08-244453 5,905 0.13803534 $4.698548 0.976060 $3,738.10 
Apr-1 4 08-244453 4,553 0.13803534 $4.698548 0.970911 $2,867.02 

May-14 08-244453 21 0.13803534 $4.464000 0.970911 $12.56 
Jun-14 08-244453 233 0.13803534 $4.464000 3.970911 $570.11 
Jul-14 08-244453 35 0.13803534 $4.464000 0.970911 $20.94 

Aug-14 08-244453 1,539 0.13803534 54.464000 0.97091 1 $920.73 
Sep-14 08-244453 1,332 0.13803534 $4.464000 0.970911 $796.89 
Oct-14 08-244453 967 0.13803534 $3.712400 0.987020 $489.10 
Nov-1 4 08-244453 1,016 0.13803534 $3.640000 0.987030 $503.87 
Dec-14 08-244453 777 0.13803534 $3.860000 0.978450 $405.08 
Jan-15 08-244453 20 0.13803534 $4.215000 0.984370 $11.45 
Feb-15 08-244453 872 0.13803534 $2.81 0000 1.000000 $338.23 

TOTALS 101,788 $51,404.62 
COMMENTS: 

a alien 
4/9/2015 

4/30/2015 
100.000000% 

(6) 
Royalty Due 

(5) • Royalty Rate 
$1,057.5 1 
$1,419.94 
$1,528.86 
$2,249.61 
$3,872.71 
$7,829.72 

$295.76 
$4,409.47 
$7,511 .12 

$492.89 
$301.68 

$3, 143.02 
$1,047.49 
$4,876.82 

$693.92 
$3,738.10 
$2,867.02 

$12.56 
$570.11 

$20.94 
$920.73 
$796.89 
$489.10 
$503.87 
$405.08 
$11.45 

$338.23 
$51,404.60 

(7) (8) 
Royalty Paid Additional 

Royalty Due 

$189.71 $867.80 
5169.22 $1,250.72 
$182.27 $1,346.59 
$268.11 $1 ,981.50 
$209.75 $3,662.96 
$256.24 $7,573.48 
$197.93 $97.83 

$10.63 $4,398.84 
$10.63 $7,500.49 
$41.32 $451.57 
$22.63 $279.05 

$282.07 $2,860.95 
$282.07 $765.42 
$282.07 $4,594.75 
$85.12 $608.80 

$135.53 $3,602.57 
5304.43 $2,562.59 
$216.92 -$204.36 
$216.92 $353.19 
$216.92 -$195.98 
$216.92 $703.81 
$216.92 $579.97 
$406.09 $83.01 
$33.82 $470.05 
$16.20 $388.88 
$55.93 -$44.48 
$0.00 $338.23 

$4,526.37 $46,878.23 

(9) (10) (11) 
Num ber of Interest Rate Penalty 
Days Late For Additional From Additional 

Royalty Royalty 

804 0.00% $0.00 
776 0.00% $0.00 
745 0.00% $0.00 
715 0.00% $0.00 
684 0.00% $0.00 
654 0.00% $0.00 
623 0.00% $0.00 
592 0.00% S0.00 
562 0.00% S0.00 
531 0.00% $0.00 
501 0.00% $0.00 
470 0.00% $0.00 
439 0.00% $0.00 
41 1 0.00% SO.DO 
380 0.00% $0.00 
350 0.00% $0.00 
319 0.00% S0.00 
289 0.00% $0.00 
258 0.00% $0.00 
227 0.00% $0.00 
197 0.00% $0.00 
166 0.00% $0.00 
136 0.00% $0.00 
105 0.00% $0.00 

74 0.00% S0.00 
46 0.00% $0.00 
15 0.00% $0.00 

$0.00 

ACCORDING TO OUR RECORDS, THIS STATE LEASE TERMINATED EFFECTIVE 12/01/2012 DUE TO LACK OF PRODUCTION FOR PRODUCTION MONTHS SEPTEMBER 2012 THROUGH NOVEMBER 2012. 
THE PRODUCING OF RRC W ELL LEASE ID 08-244453 IS A TRESPASS. ROYALTY DUE AMOUNT BASED ON 100% OF PRODUCTION. 

Comments: Column (1) -Volumes were taken from RRC records for the above referenced rrc well ID. 

Column (2)-Tract participation rate for GLO Unit #4554. 

Column (3) & (4) -Prices & Btu's shown were taken from the production royalty reports (GL0-2) submitted to the Texas General Land Office. 
Price for production month 02/15 taken from Houston Ship Channel Pricing. 

(12) (13) 
Interest Revenue Due 

From Additional 
Royalty 

(8)+(11 )+(12) 
$0.00 $867.80 
$0.00 $1,250.72 
$0.00 $1,346.59 
$0.00 $1 ,981.50 
SO.DO $3,662.96 
$0.00 $7,573.48 
$0.00 $97.83 
$0.00 $4 ,398.84 
$0.00 $7,500.49 
$0.00 $451 .57 
$0.00 $279.05 
$0.00 $2,860.95 
$0.00 $765.42 
SO.OD 54 ,594.75 
$0.00 $608.80 
S0.00 53,602.57 
S0.00 $2,562.59 
$0.00 -$204.36 
$0.00 $353.19 
S0.00 -$195.98 
$0.00 $703.81 
$0.00 $579.97 
S0.00 $83.01 
$0.00 $470.05 
S0.00 $388.88 
S0.00 -$44.48 
$0.00 $338.23 

$0.00 $46,878.23 

NOTE 1 : PLEASE REMIT PAYMENT OF THIS INVOICE SEPARATELY FROM YOUR MONTHLY ROYALTY PAYMENTS. THE PREFERRED METHOD OF PAYMENT IS BY CHECK ACCOMPANIED WITH THE BOTTOM 
HALF OF THE ATTACHED INVOICE. IF PAYMENT IS MADE THROUGH ACH DEBIT, NOTIFY THE AUDITOR AS TO THE REMITTANCE DATE SO THE INVOICE CAN BE PROPERLY CREDITED. 

NOTE 2: GL0-2 REPORTS NEED TO BE FILED FOR THE ABOVE PRODUCTION MONTHS REFLECTING THE ACTUAL PRICES, BTU's AND ROYAL TY DUE AMOUNTS. 

ATTENTION: THIYAGARAJAN BALASUBRAMANIAN CERTIFIED MAIL NUMBER: 701 1 1150 0001 2418 7157 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY. OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

W E HAVE THIS DAY DECEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
TH E SUM OF $10 ,520 .60 DOLLARS FOR T HE CREDIT OF PARTY OR PARTI ES NAMED BELOW IN AMO UNT STA TED 

PURSUANT TO THE TERMS OF TH E LEASE IDENTI FIED HEREIN , FOR TH E PERIOD FROM 1/18/2012 T O 1/18/2014 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS : 

TOWNSHIP: RANGE : SECTION: 41 BLOCK: 58/ SURVEY : PU BLIC SCHOOL LAND ABSTRACT: 2546 COUNTY: REEVES SHORT DESC: W 2 OF 

/11 r I o 4- 8 o 

PAYMENT: PUGH RENT;.:.. 
LEASE NUMBER: TX0011480-000 

RECORDED BOOK: 703 PAGE: 289 

LEASE DA T E: 1/18/2005 

ENTRY NUMBER: 2349 

FOR CREDIT OF: ACCT : 

12704675 

PROSPECT : TOYAH 
COUNTY/PARISH:REEVES STATE: TX 

••••• :017397 COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS 

AMOU NT 

-/---;, 10 ,520 .60 
• • 

• .. . . ,. . 
• • 
• 

•••• • • • •• • 
• •••••• • • 

• 
••• • • • • •• 

• •••••• • • 

1 700 N CONGRESS. STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

1 /2 ORIG INAL BONUS/ AC TO 

EXT DEEP RTS 

PLEASE SIGN 
AND RETURN 

IMPORTANT 
/ ')...) / ! CJ /11 

The attached check Is tor the personls) named abovo. Please date, 
sign and return the ttached receipts on the day you receive It . 11 
directed 10 a bank, please deposit the amount to the credit of the 
pcrson(s) named above and date, sign and return the receipt on the 
day you receive it . If correspondence roquired, please moke reference 
to I ase number . 

I I 

Tnlo 

Date Received _ _ ...:....::_ -1-_,_-1-~~--- --1 

Sign Here ----- - - - - - - ----i 

BY~ -------=-...,..---~-------i 

1~1 

Su btotal $10.5 20.60 

BANK SERVICE 
CHARGE $.00 

Grand To tal $10,520.60 

Check No. 437 180 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

W E HAVE THIS DAY DECEMBER 14, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $10,520 .60 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 1/18 /2012 TO 1/18/201 4 
COVERING LESSOR' S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 41 BLOCK: 58/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2546 COUNTY: REEVES SHORT DESC: W2 OF 

PAYMENT: PUGH RENTAL 
LEASE NUMBER: TX0011480-000 
RECORDED BOOK: 703 PA GE: 289 
FOR CREDIT OF: 
017397 

LEASE DA TE: 1/18/2005 
ENTRY NUM BER: 2349 

ACCT : 

PROSPECT: TOYAH 
COUNTY /PARISH:REEVES STATE: TX 

AMOUNT 
COMMISSIONER OF THE GENERAL LAND 

OFTHE STATE OFTEXAS 

1700 N CONGRESS, STE 600 

1 /2 ORIGINAL BONUS/ A C TO 

EXT DEEP RTS 

$10,520.60 

STEPHEN F AUSTIN BUILDING 

A USTIN TX 78701 

COPY FOR 
YOUR RECORDS 

IMPORTANT S ubtotal $10,520.60 

BANK SERVICE 
CHARGE $.00 

The anoched chock Is for the pcrson(sl named above. Please date, 
sign and return the anachcd receipts on i hc day you receive lt. It 
directed to a bank, please rieposlt, the amoun to the crodlt of the 
pcrson(sl named above and date. sign and return the receipt on tho 
day you recieve It. If correspondence required, please make reference 
to lease number. 

Sign Here -+-,..........;:=-...:.-'--.;__;....;.,--'+-=---+"-=~ -~-l 

CHESAPEAKE OPERA TING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City, OK 73154 

Comerica Bank 
7 4-478/724 

Grand Total Sl0,520.60 

43718 0 

DECEM BER 14, 2011 

TEN THOUSAN D FIVE HUNDRED TW ENTY AND 60 /100 Dollars "* * •" " * + • * • • • 

PAY TO THE 
ORDER OF 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

11• 0 D DD L. 3 7 • 8 D 11• 

$ 10 ,520.60 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 



3z.. 
FIie No. M f" (bat,~b 

~ff Or,~,'46{ g~u,S 

,)ate Filed: IZ../ lj /,, 
Jerry E. P arson, Comissioner 
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llhClU Y .till 
• • •• • • •• 

~ • • . • • • • 
• . . • • • mF 10 4 s c::;?O 

Plugging Record 

• 
llRC OF TEXAS 

• • • • ... . 
JUI 11 2 •lb RAILROAD COMMISSION OF TEXAS 

OIL AND GAS DJVISION 
O&O 

~ • • . • • 

~ IJobNo. 42974 
I ,\l'I;,,. () 

11(J\';\i h bl ~~> 42-389-32497 

FILE IN DUPLICATE WITH DISTRICT OFFICE OF DISTRICT IN WHICH 
WELL IS LOCATED WITHIN THIRTY DAYS AFTER PLUGGING 

2 FIELD NAME (as ptr RRC Records) J Lease Name 

TOYAH, NW(SHALE) BLOCK 58 ST ATE 42 
6 OPERATOR 6a Originnl Fonn W-1 Filed in Name of 

SHELL WESTERN E&P 
7 ADDRESS 6b Any S11bscqucn1 W-l's filed in Name of 

P.O.BOX 576;HOUSTON, TX 77001 
S. Lo:aoa1 ci'\\'cU. Rdno,c 10 ;-.'c;,r\:$1 L,•ase B01111<'.anc, . 

I Feel From Linc and f eel From 
<'fl. ,·n-~ on \\iaich alis \\"d i 1> I o:a1,-d 

I Linc of 1hc. Lease ' 
9a SECTION. DLOCK. AND SURVEY Qb Di"'n1:r,' und Dirt-,·r.-.. 1:i ' ' ""' ~t".ir:>I T \I\\ n in d11!1 

42 58 PSL 
Co,u,:.• 

16((~/t'f.,~~-~ .) r OlaJ ~plh 17 If M11l1iple Compleuon Li~1 All Field Names and Oil w se or Gas ID No 's 
ul'> ID u, 0, 1-0 \I 1; 1 L 

GAS 12590 TV0/16400MD 0 11 I L~'>F = \In.~ . G . 

I RRC Dis1nc1 

FOR.'.! W-3 
Re, 12192 

PFROS98 

08 
J RRC Len.' <> Id 

2..~!'.Ps~ 
S Well Number 

1H 
10. Coun1i• 

REEVES 
11 tbte Oilbn! 

r"~nn 1: I ssuci.1 

12. Pcnnu Num~ 

I ~• ?i:~.~;,,'::~:r 
IJ Dli< Uilbn• 

Cn mplf'lni 

I X If Ga_,, ,.\am, of Conn. on 15 Dole Well Plugged 
I lm,d :i1 1i111e of Pluppinp 

7/12/2016 
CEMENTING TO PLUG ANO ABANDON DATA: PLUGl/1 PLUG 112 PLUGl/3 PLUG 114 PLUG 115 PLUG l/6 PLUG #7 PLUG #8 

• 19 Commencing Date 7rt/16 717/16 7/9/16 7/10/16 7/11 /16 7/12/16 7/12/1 6 
20. Size of I lolc or Pipe in which Plug Placed (inches) 4.5 4.5 4.5 4.5 4.5 4.5 4.5 
21. Depth 10 80110m ofTubing or Drill Pipe (0) 11897 10560 8000 4300 1500 1102 550 
' 22. Sacks ofCemcn1 Used (inch pig) 20 20 70 70 100 20 250 
' 23 Slull)' Volume Pumped •cu fl.) 23.6 23.6 82.6 92.4 132 23.6 330 
' 24. Cnlculo1ed Topof Plug(fl) 11626 10289 7800 4100 1300 794 SURF 
2S. /lkasurcd Top of Plug (If lagged) {fl) 7518 1200 SURF 
' 26 Slull) IV1 # /Gal 15.6 15.6 15.6 14.8 14.8 14.8 14.8 
' 27. Type Ccmcnl H H H C C C C 
28. CASING AND TUBING RECORD AFTER PLUGGING 

"J . \\".1:t .u,~ S'o1·Dnllobk \1 ,1tcn:1J t Ol!h·r D n .s P t-:o th.in La}iu~) L .. ·?i rn lhii \\ ,di 

SIZE WT. /!/FT. PUT IN WELL (t) LEFT IN WELL (t) HOLE SIZE(in.) "'>u. I I , \11,,,~r lo -'l,1,,,. •~ ' \ \:~·· :,;:n~ 1it1Hh 11• ·, •p ,,t '°Jun~·· J.:•1 "' h t~I: 
:"«Ml 1._-,C"n) c!(', t nl.,c.· n~l· th lluhL• n ,:,;("l j :,L 

13-3/8 1660 1660 17-1/2 I on11 1 ! mo:-~· c.µx1." 1-. 11<",,-d~·ct 1 

9-5/8 902 1 9021 12- 1/4 

7-5/8 12875 12875 8-3/.4 

4-1/2 16312 16312 6-1/2 
30 LIST ALL OPEN HOLE AND/OR PERFORATED INTERVALS 

FROM 11947 TO 16152 FROM 

FROM TO FROM 

FROM TO FROM 

FRO.\! TO FROM 

FROM TO FROM 

I hove knowledge 1h011hc ccmcr11ing opcr:11ions, ns r<Occ1cd b)• ~1c infonna1ion found on 1his fonn, were pcrfonncd as ondico1cd by such infonnauon 
' Ocs1gna1cd ,rems 10 be comple1ed by Ccmc,11ing Compan)'. hems nol so dcs1cna1cd shall be comple1ed by Opcralor 

ti ........ t(("\('t .... !'t1CW' 0 1 

TO 

TO 

TO 

TO 

TO 

d e~qn ~~ -:-:K_e ..... Y_,E""'n_e_f'!,-gy"'-::-S_e_N_ic_e-'s ____ ____________ _ 
Slgniiureoicem~ thorized Represent,tive Name of Cementing Company 

TITLE 
7-13 /(,, 

DATE 

SIGNATURE: REPRESENTATIVE OF RAILROAD COMMISSION 

PhoncK{}} 
NC 

<./ D ,[ s-1 >(, 
NUMBER 



•• • ' • • •• • •• • • •• • •• • . . • • • • • .. . . • • • • • • • • •• . •• • • 
11 \\':r,. \\'"II tillC"d,,i1h !\h,,t-L~.k11 I ll•,l [i] Yes 132 How \185 mud Applied? 133. Mud Weight 

oceot\J11tjl 10 tlk' rc-.si:ubriao~ o l cl~ 
Rwh'°"' Couum,,10,\ 

D No Recirculator pump 10 LBS/GAL 

34. T.otal Depth :01her Fresh Water Source by T.D. W.R 35. Have oil Abandoned Wells on this Lcnse been Plugged D Yes 
I TOP 801TO.\I 

D No 12590TVD/16400MD: 1000 H 5Q according 10 RRC Rules? 
I 

36. If NO, Explain I 
I 
I 
I 

Depth of Deepest I 
I 
I 

Fresh Water I 
I 
I 
I 

500 I 
I 
I 

37 Name and Address of Cement ing or Service company who mixed and pumped cement plugs in this well Dote RRC District Office 

Key EnerQy Services P.O. Box 1068 Andrews, Tx 79714 notified of plugging 6/27/2016 

38. Name and Addresses of Surface Owner of Well Site ond Operators of O!Tscl Producing Leases 

39. Was Notice Gh·en Before Plugging 10 Each of the Abo\'c? 

FILL IN BELOW FOR DRY HOLES ONLY 

40. For dry Holes, this Fonm must be occompnnicd by either a Driller's, Electric, Radioactivity or Acoustical/Sonic Log or such Log must be 

released to a Commercial Log Service, 

D Log Attached 0 Log released to Date 

Type Logs: 

0Driller's D Electric 0 Radioacti1•ity 0 Acoustical/Sonic 

41. Date FORM P-8 (Special Clearance) Filed? 

42. Amount of Oil produced prior to Plugging bbls • . File FORM P-1 (Oil Production Report) fo r month this oil was produced 

RR C USE ONLY 

Nearest F 1eld 

REMARKS 6-28-16 Notify TRRC of R/U assigned job# 42974. 
7-1-16 Talk with Stephanie TRRC. Set CIBP@ 11,897'. 
7-6-1 6 Circulate Salt Gel Mud 
7-7-16 Spot 20 sacks Class H 11897'-11,637'. Spot 20 sacks Class H 10,560'-10,300'. 
7-9-16 Perforate@ 8000'. Establish rate. Squeeze 70 sacks Class H 8000'-7800'. woe. 
7-10-1 6 Tag plug @ 7518'. Perforate @ 4300'. Establish rate. Squeeze 70 sacks Class C 4300'-4100'. 
7-11-16 Talk with Mary TRRC. Perforate @ 1500'. Establish rate. Squeeze 100 sacks Class C 1500'-1300'. 
Woe. Tag Plug @ 1200'. Perforate @ 1050'. Attempt to establish rate. No rate. Test 2000 PSI. Loose 350 PSI 
in 15 minutes. 
7-12-16 Talk W/ Mark TRRC. He approved 20 sack spot. Spot 20 sacks Class C 1100'-808'. POH pressure up 
to 800 PSI. woe. Perforate @ 550'. Establish rate and circualtion to surface. Squeeze 250 sacks Class C 550'-
Surface. 



Via UPS Overnight 

July 15, 2016 

T exas GeneraJ Land Office 
J\ ttn.: J'\ Iinc ral Leasing Divis io n - Energy 
Resources 

tcphcn F. ~\ us tin Bldg. 
1700 . Congress J\ ve. 
A us tin, Texas 78701 

R.Ji : Block 58 State 42 \Vei l o. II I 

••• • • •• • • • • • • • • ••• 

tate tvlineral Lease o. [F! O-l-580, MF I0-1778 and IF1 05285 
Reeves Count)', Texas 

D ear ir or Madam: 

• 
• • 

• • • •• • • • • • • • • • •• 

•• • • • • • • • 

She ll Western E&P 

WCK E844~ 
P.O. Box 576 

Houston, T exos 7700 l -057 6 
Tel (832) 337 0549 
Fox [832) 337 4373 

Email george.mullen@shell.com 
Internet http://www.shell.com 

E nclo ed for your re,·iew and fu rther hancl.l.i.ng )' OU will find a RRC Form \ ' -3 for the recent 
p lugging o f the ubject well. 

ho uJcl you reguixe ac.ldjcio nal i_n formatio n or if l can be o f any fur ther help, please ac.lvisc. 

, incerely, 

/H~1)J __ _ 
George 1\Iullen 

eoior Regulatory pccia list 

E nclosure 



File No. Mf \ QL\-5&) 
R~~ 

® 
County 

(f)\u®\~g~t {tr ff\ 389-92-491 Unrl-4-lCW 
Date Filed: I /'6 'kJ 
By~ <o,ge P. Bu,h, omm;.,;on« 

•• • ' . . •••• 
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• 
•• • • • • • • • 

• •••••• • • 
• 
•• • • •••• 



WELL TIMELINE 

Block 58 State 32 #1 Block 58 State 31-3 #lH Block 58 State 42 #lH 

API # 42-389-32398 42-389-32452 42-389-32497 

RRC ID# 08-224464 08-245061 08-244453 
Unit 4484 Unit 4554 

MF105285 Lease Well MF105285, MF105490 .. & M F104782 .. Mf104580, MF104778 " & M F105285 

Permit Issued 1/3/2006 1/24/2007 1/24/2007 

Date Commenced 5/11/2007 6/15/2007 12/21/2007 

Date Completed 6/3/2007 11/4/2007 6/9/2008 
1st Production 12/1/2006 2/1/2008 8/1/2008 
Shut-In Payment Received 11/1/2011 NA 

Shut-In Affidavit Requested 11/19/2011 NA 

Shut-In Affidavit Due 12/22/2011 NA 

2nd Shut -In Payment Rec. 2/22/ 2012 NA 

3rd Shut-In Payment Rec. 2/ 15/2013 NA 

08/2011 

Gaps 
11/2012 - 04/2013 10/2011 -04/2013 09/2012 - 11/2012 

06/2013 06/2013 - 07/31/2013 08/2013 - No Report 

08/2013 - No Report 08/2013 - No Report 

Termination Date 1/1/2013 12/1/2011 11/1/2012 
Last Production 7/31/ 2013 5/31/2013 7/31/2013 

*MF104778 is also part of Unit 5206, with producing well 42-389-32449, which terminated 08/2012 after a 61-day gap and for which the GLO gave Shell two 

options. 

**No second or third shut-in payment received. 



Status of STATE LEASES MF105285-MF105490-MF104782 

Chesapeake shut-in royalty and half bonus to extend deep rights 

Covering Sections 31 & 32, Blk 58, PSL, Reeves Co TX 

API 389-32452 (Blk 58 State 31-3 #lH), API 389-32398 (Blk 58 State 32 #1) 

MF105285 Date Date 2nd Date 3rd 

State Lease No. CHK Lease No. Lease Date Term Roy Rec data shut-in gd shut-in gd shut-in gd 

MF105285C TX0016622-012 11/3/2004 5 years 0.20 689/606 11/ 3/2011 2/ 21/2012 2/ 15/ 2013 

MF10528SD TX0011621-001 2/18/2005 3 years 0.25 702/695; 707 / 232 11/ 1/2011 2/21/ 2012 2/ 15/ 2013 

MF105285E TX0016622-011 10/6/2004 5 years 0.20 687/702 12/5/2011 2/22/2012 2/ 15/ 2013 

MF10528SF TX0016622-009 10/6/2004 5 years 0.20 687/684 12/5/ 2011 2/ 22/ 2012 2/ 15/ 2013 

MF105285G TX0016622-010 10/6/2004 5 years 0.20 687/693 12/ 5/2011 2/ 22/ 2012 2/ 15/ 2013 

AP I 389-32497 (Blk 58 State 42 #lH), API 389-32452 (B lk 58 State 31-3 #lH), & API 389-32398 (Blk 58 State 32 #1) 

Covering Sections 31,32 & 42, Blk 58, PSL, Reeves Co TX Date Date 2nd Date 3rd 

State Lease No. CHK Lease No. Lease Date Term Roy Rec data shut-in gd shut-in gd shut-in gd 

MF105285A 12/1/2005 3 years 0.25 726/625 

MF105285B TX0011622-008 12/1/2005 3 years 0.25 726/639 11/1/2011 2/ 22/ 2012 2/ 15/ 2013 

MF105285H TX0011622-006 12/1/2005 3 years 0.25 724/97 11/1/2011 2/ 21/ 2012 2/ 15/ 2013 

MF1052851 TX0011622-00S & -007 12/ 1/2005 3 years 0.25 724/82 twice on 11/ 1/ 11 twice on 2/22/12 twice on 5/ 15/ 13 

MF105285J TX0011622-004 9/1/2005 3 years 0.25 724/31 11/ 1/ 2011 2/ 22/ 2012 2/ 15/ 2013 

MF105285K TX0011622-003 9/1/2005 3 years 0.25 724/ 16 11/ 1/ 2011 2/ 21/ 2012 2/ 15/ 2013 

MF10528SL TX0011622-002 9/1/2005 3 years 0.25 724/1 11/ 1/2011 2/ 22/ 2012 2/ 15/ 2013 

MF105285M TX0011622-001 12/1/2005 3 years 0.25 721/249 

API 389-32452 (Blk 58 State 31-3 #lH) 

MF104782 TX0011467-000 10/20/2004 5 years 0.2 689/31 11/ 1/ 2011 

API 389-32452 (B lk 58 State 31-3 #lH) 

MF105490 TX0011479-000 3/1/2005 3 years 0.25 701/22 11/1/ 2011 

* Refunded 11/28/11; lease had no severance provision; didn't req ui re 1/ 2 bonus to maintin deep rights. 

Sh ut-in affidavit requested on 11/ 19/2011. 

1 

Net 

Date 1L2 bonus Qd Ac 

* 11/4/2011 64.02 

640.1 

9/22/ 2012 78.2466667 

9/ 23/ 2012 78.24666667 

9/22/2012 78.24666667 

938.86 

Date 1L2 bonus Qd 
94 .7735 

94.7735 

94.7735 

94.7735 

63 .18 

31.59 

15 .8 

15.7955 

505.4595 

9/ 22/ 2011 160/ 160 

X 



Wells and Status 

API 389-32452 (Blk 58 State 31-3 #lH) 

No production 10/2011- 4/ 2013 

92 mcf in May 2013 

No production 6/2013 - 7 /2013 

Aug & Sept 2013 - No Rpt 

API 389-32398 (Blk 58 State 32 #1) 

No production 5/2010 - 6/2010 

No production 2/2011 - 5/ 2011 

No production 12/2011-01/ 2012 I 
No production 4/2012 - 6/2012 I 
No production 11/2012 - 4/ 2013 

No Rpt Aug - Sept 2013 

I 
API 389-32497 (Blk 58 State 42 #1H) I 

3 mo no production: 9/ 12 - 11/12 

No Rpt Aug - Sept 2013 

I 

I 

Status of STATE LEASES MF10SZ85-MF105490-MF104782 

Chesapeake shut-in royalty and half bonus to extend deep rights 

Appears this is the well on which shut-in payments were made. 

I 

I 
I 

I I 

I 

2 

X 
-

I 

I 

I 

I 

X 
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Date Filed: 3/2-.Wz 
By George P. Bush, Commissioner~ 



TEXAS GENERAL LAN D O FFICE 
GEORGE P. BUSH, COMMISSIONER 

January 13, 2020 

Chesapeake Operating, LLC. 
6100 N. Western A venue 
Oklahoma City, OK 73118 
Attention: Lacy Mccomack, Accounting Manager 

Certified Mail# 7011-1150-0001-2420-7145 

RE: Final Audit Billing Notice for State Leases MF104792, MF084110, MF l 06201, MFl 09267 and other Toyah 
State Leases (in Exhibit A) 

Dear Ms. McComack: 

The Texas General Land Office (GLO) has completed the audit of above referenced state leases (and other Toyah 
State leases on Exhibit A) that were operated and/or held by Chesapeake Operating, LLC. (Chesapeake). The 
audit covered the reporting period of January 2008 through March 2013. This letter constitutes an Audit Billing 
notice as defined in Section 52.135(c) of Texas Natural Resources Code. The audit resulted in the determination 
of additional amounts due as follows: 

Royalty $1,556,486.81 

Penalty $177,610.41 

Interest $1.481,854.03 

Total $3.215,251.25 

Interest has been computed through August 31, 2019 in accordance with Section 52.131 of the Texas Natural 
Resources Code and will continue to accrue until the royalty has been paid. 

The following documents are attached in support of our findings: 

► Attachment I - Summary of the audit exceptions by lease; 

► Attachment II - Final Audit Report which includes a brief discussion of the audit exceptions and 
recommendations; 

► Attachment III - The procedures used for assessment of penalties and interest; and 

► Attachment IV - Various schedules and documents that support royalty calculations 

To ensure your company remains in good standing with the GLO, please respond within 30 days from the receipt 
of this Final Audit Billing Notice with your payment, or to request a hearing before the 

Stephen F. Austin Building · 1700 North Congress Avenue • Austin, Texas 78701-1495 

P.O. Box 12873 • Austin, Texas 78711-2873 

512.463.5001 · 800.998.4GLO 

glo. texas.gov 



Chesapeake Operating, LLC. 
January 13, 2020 
Page2 

Commissioner, or his representative, for redetermination of such assessment. In order to ensure proper credit, your 
payment should be mailed with your audit billing notice, to the following address: 

Texas General Land Office 
Stephen F. Austin Building 
1700 Nmt h Congress Avenue 
Austin, Texas 78701-1495 

For any questions or additional information on this audit, please contact Brian B. Raygon at 512-463-0154 or send 
an email to brian.raygon@glo.texas.gov. 

SiU:)J, 
J. Jle Sump, CPA 
Director of Minerals Audit 
Texas General Land Office 
(512) 463-2921 / dale.sump@glo.texas.gov 

Attachments 
Ltr. Log #0294 



Attachment I 



Summary of Audit Exceptions (Attachment I) 

Lease/Unit State Lease Worl1p:1pcr Additional Gns Penalty Interest Total Gas Production 

Well Na me Number Reference# Royalty Due through through Revenue Months 

08/3 1/19 08/31/19 Amount Covered 

Pelican Ranch & Robertson State Units MFI04792 D. 1.23 $117,401.74 $11,805.98 $13 1,473.45 $260,681. 17 I /2008 through 3/20 13 

Harrison State 2 MF !04871 D.1.26 $170,8 12.60 $17,298.97 $165,370.03 $353,481.60 1 /2008 through 3/20 13 

Darden State 71-26-11-1 3 MF104585 D.1.27 $35,21 1.58 $3,534.30 $) 1,867.90 $50,613.78 I /2008 through 3/2013 

Darden State 71-26-11-1 4 MFl08655 D.1 .29 $25,760.53 $2,595.43 $8,971.51 $37,327.47 I /2008 through 3/2013 

Wright State Non-unit & Jobe State Unit 5 MFJ04186 D. 1.30 $60,571 .32 $6,147.71 $69,337.04 $ 136,056.07 1/2008 through 3/20 13 

Wright State Non-unit & Jobe State Unit 6 MF l 07630 D.1.31 $5,222.47 $1 ,054 . 14 $5,918.45 $12,1 95.06 1/2008 through 3/2013 

Vada State 7 MF1 05495 D.1.32 $73,034.10 $7,521.5 1 $83,109.78 $ 163,665.39 1/2008 through 3/20 13 

Torrez State 61-1 H 8 MF l 04587 D.1.33 $41,714.56 $4,417.20 $37,026.77 $83,158.53 1 /2008 through 3/20 13 

Torrez State 61-1 H 9 MF104601 D.1.35 $ 19,691.33 $2,2 19.26 $15,552.98 $37,463.57 I /2008 through 3/20 I 3 

Brackenridge State 57-44-1 10 MF105848 D.1.36 $66,386.95 $6,744.39 $56,641 .82 $129,773.16 I /2008 through 3/2013 

Block 59 State 27-11-1 II MF104524 D.1.37 $805.25 $258.94 $2,364.30 $3,428.49 I /2008 through 3/20 13 

Block 59 State 27-11 -1 12 MF104530 D.1.38 $70,077.39 $7,038.63 $50,798.63 $127,914.65 I /2008 through 3/20 I 3 

Block 59 State 27-11-1 13 MFl04539 D.1 .39 $28,645.53 $3,056.07 $26,506.76 $58,208.36 I /2008 through 3/2013 

Jobe State 70-58-11-1 14 MFI04187 D.1.40 $66,527.36 $6,863.77 $71,785.76 $ 145,176.89 1 /2008 through 3/2013 

Block 59 State 35-11-1 15 MF103430 D.1.42 $36,150.35 $3,655.27 $23,154.50 $62,960.12 1/2008 through 3/2013 

Jobe State 70-! /C-17-18 16 MFI04 185 D.1 .43 $57,375.33 $6,201.43 $64,324.74 $ 127,901.50 I /2008 through 3/2013 

Caldwell State 71 -5-1 H 17 MF104 190 D.1.44 $ I 5,353.63 $1 ,751.66 $14,945.44 $32,050 73 I /2008 through 3/2013 

Caldwell State 71 -5- 1 H 18 MFI04191 D.1.45 $46,086. 16 $4,634.81 $44,867.68 $95,588.65 1/2008 through 3/2013 

Johnson State 56-10-1 19 MF 102645 D.1.46 $27,859.69 $2,884.52 $34,437.38 $65,181.59 I /2008 through 3/2013 

Block 58 State Unit Wells 20 MF1 05285 D.1.47 $38,573 .99 $4,010.42 $29,846.71 $72,431.12 I /2008 through 3/2013 

McClure State 72-23 I H 21 MF!05243 D.1.48 $8, 112.84 $ 1, 141.38 $8,6 16.40 $17,870.62 1/2008 through 3/2013 

McClure State 72-23 11-l 22 MFI05497 D.1.49 $25,404. 10 $2,684. 14 $26,661 .03 $54,749.27 1/2008 through 3/2013 

Hodge ST 70-24, Jobe ST 72-7, Lowe ST 72-8 23 MF I04184 D.1.50 $56, 178.45 $5,926.06 $64,335.89 $126,440.40 1/2008 through 3/20 I 3 

Methodist ST 72-38 24 MF1 08406 D. 1.51 $31,229.60 $3,296. 19 $19,580.27 $54,106.06 I /2008 through 3/2013 

Grove ST 72-21 25 MFI05245 D.1.54 $39,744.96 $4,205.40 $39,339.80 $83,290.16 1/2008 through 3/20 I 3 

Grove ST 72-21 26 MF105320 D.1.55 $6,599.95 $ 1,185.80 $6,304.99 $14,090.74 1/2008 through 3/20 13 

Grove ST 72-21 27 MF106675 D. 1.56 $ 1,644.48 $725.89 $ 1,570.35 $3,940.72 1/2008 through 3/2013 

Grove ST 72-21 28 MFI07499 D.1 .57 $ 1,3 14.60 $700.00 $ 1,255.86 $3,270.46 l /2008 through 3/201 3 

Grove ST 72-21 29 MF109204 D.1.58 $10,868.50 $1,618.07 $8,999.83 $2 1,486.40 I /2008 through 3/20 I 3 

Page 1 of 2 



Lease/Unit State Lease Workpapcr Additional Gas Penalty Interest Total Gas Production 

Well Name Number Reference# Royalty Due through through Reven ue Months 

08/31/19 08/31/19 Amount Covered 

Grove ST 72-21 30 MF109189 D.1.60 $1,067.37 $575.00 $1,020.28 $2,662.65 1/2008 through 3/2013 

Block 58 ST 40-14 & ST 42-1 H 31 MF 104778 D. 1.61 $33,431 .77 $3,529.30 $18,889.76 $55,850.83 I /2008 through 3/2013 

Block 58 ST 40- 14 32 MF I04548 D.1.62 $19,180.95 $2,440. 13 $18,307.74 $39,928.82 1 /2008 through 3/20 13 

Block 58 ST 40- 14 33 MF105287 D. I.63 $5,972.00 $820.53 $5,971.22 $12,763.75 I /2008 through 3/2013 

Block 58 ST 40- 14 34 MF107619 D.1.64 $4,849.38 $1,210. 11 $3,607.67 $9,667.16 1/2008 through 3/20 I 3 

Block 58 ST 40-14 & ST 42-IH 35 MFI07733 D.1.66 $3,777.16 $717.75 $3,783.08 $8,277.99 I /2008 through 3/2013 

Block 58 ST 40-I 4 36 MF107769 D. I.67 $8,743.67 $1 ,435.89 $4,821.60 $1 5,001.16 l/2008 through 3/2013 

Block 58 ST 42-1 H 37 MF1 04580 D.1.68 $ 14,231.69 $1,762.90 $7,575.78 $23,570.37 I /2008 through 3/20 I 3 

Block 58 ST 42- 1 H 38 MF1 07612 D.1.70 $764 .5 1 $202.79 $1,383.69 $2,350.99 I /2008 through 3/2013 

Lowe ST 72-8 39 MF105534 D.1.73 $19,303.67 $2,295.64 $24,211 .92 $45,811.23 1/2008 through 3/20 I 3 

Block 59 ST 37-11-1 40 MF104526 D.1.74 $15,1 00.95 $1,844.85 $12,624.43 $29,570.23 I /2008 through 3/20 I 3 

Block 59 ST 37-1 H 41 MF1 05485 D.1.75 $2,951.39 $430.31 $4,354.67 $7,736.37 I /2008 through 3/20 I 3 

Block 59 ST 37-11-1 42 MF107610 D.1.76 $1,639.72 $313.46 $2,419.30 $4,372.48 I /2008 through 3/20 I 3 

Shuffield 72-14 43 MFI 08598 D.1.77 $11,559.34 $2,034.42 $13,015.83 $26,609.59 1/2008 through 3/20 I 3 

Shuffield 72-14 44 MFI08599 D.1.78 $11 ,505.14 $2,030.36 $12,954.85 $26,490.35 I /2008 through 3/2013 

Hill State 71-4 45 MF105230 D.1.79 $8,803.83 $1,594.23 $9,351.52 $19,749.58 I /2008 through 3/20 I 3 

Hill State 71-4 46 MFI05236 D.1.80 $3,956.07 $1 ,082.59 $4,201.69 $9,240.35 I /2008 through 3/2013 

Hill State 71 -4 47 MFI 05494 D.1.8 1 $3,205.23 $927.68 $3,404. 19 $7,537. IO l /2008 through 3/20 I 3 

Hodge ST 70-24 48 MFI04981 D.1 .82 $5,080.79 $574.60 $5,999.92 $ 11,655.3 1 I /2008 through 3/2013 

Lowe ST 72-8 49 MF105532 D. 1.83 $4,825.67 $ 1,154.06 $6,052.98 $12,032.7 1 1/2008 through 3/2013 

Lowe ST 72-8 50 MF1 05433 D.1.84 $3,602.79 $980.71 $4,519.11 $9,102.6 1 l/2008 through 3/201 3 

Lowe ST 72-8, Jobe ST 72-7 51 MF1 05499 D.I.85 $4,391.12 $1,090. 11 $4,847.66 $10,328.89 I /2008 through 3/201 3 

Block 58 ST 31-3 52 MF104780 D.1.86 $2,481.59 $770.9 1 $2,69 l.22 $5,943.72 l/2008 through 3/20 I 3 

Block 58 ST 31-3 53 MF104781 D. 1.88 $2,928.11 $84 l.89 $3,163.59 $6,933.59 I /2008 through 3/2013 

Block 58 ST 31-3 54 MF1 04782 D. 1.87 $4,804.73 $953.22 $5,19 1.20 $ 10,949.15 1/2008 through 3/20 I 3 

Block 58 ST 31-3 55 Mr:10529 1 D. 1.89 $ 1,601.56 $719.75 $ 1,730.33 $4,051.64 1 /2008 through 3/2013 

Block 58 ST 31-3 56 MF105490 D. I.90 $4,504.73 $913.96 $4,866.99 $ 10,285.68 1/2008 through 3/20 I 3 

Block 58 ST 31-3 57 MF106627 D.1.91 $2,323.42 $795.92 $2,500.20 $5,619.54 I /2008 through 3/2013 

Block 58 ST31-3, Block 55 TS ST 31-lH 58 MF J0664 I D.1.92 $807. 14 $550.00 $874.02 $2,23 I. 16 1 /2008 through 3/20 I 3 

Block 58 ST 31-3 59 MFI08251 D.1.93 $749.55 $550.00 $810.68 $2,110.23 1/2008 through 3/20 I 3 

Hodge ST 70-24 60 M['IQ4982 D.1.94 $3,010 .65 $545.24 $4,667.57 $8,223.46 1/2008 through 3/2013 

Hodge ST 70-24 61 MFI05825 D.1.95 $3,763.53 $463.29 $4,444.32 $8,67 1.14 1/2008 through 3/20 I 3 

Jobe ST 72-7 62 MFI 06243 D.1.96 $1,168.28 $300.00 $387.93 $1,856.21 1/2008 through 3/2013 

Vaquillas Ranch 63 MF084 1 IO D. 1.99 $49,77 1.57 $5,007.93 $58,300.44 $ 113,079.94 I /2008 through 12/2010 

Indus-State & Ford Unit 64 MF I06201 D. l. 100 $ I 08,208.35 $10,860.79 $93,65 1.59 $2 12,720.73 1/2008 through 12/2012 

Ford Unit 65 MFI06600 D. 1. 104 $876.91 $ 112.75 $289.0 1 $1,278.67 1/2008 through 12/20 I 2 

$1,559,303.67 $ 177,610.41 $1,481,854.03 $3,218,768.11 S ub-total Amount 

!MBF Non-unit 66 MF104874 D. I.41 ($2,8 16.86) $0.00 $0.00 ($2,8 I 6.86) l /2008 through 3/2013 

$1,556,486.81 $177,610.41 $1,481,854.03 $3,215,951.25 Total Amount 
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ATTACHMENT II 

Final Audit Report 
Chesapeake Operating, LLC. 

Discussion of Audit Exceptions 

The Texas General Land Office (GLO) has reviewed the payment of royalties made by Chesapeake Operating, 
LLC. (Chesapeake) on selected State Leases for the period January 2008 through March 2013. Our review 
consisted of examining the components that comprise the royalty payments: volume, price, and royalty interest. 

Our examination of volumes consisted of comparing amounts repo1ted to the State with documents both produced 
by Chesapeake and third-party documents provided to Chesapeake. Prices reported by the royalty payor(s) were 
compared to governing provisions of the leases, statutes, rules, agreements and contracts. The appropriate royalty 
interest was verified by comparison to the governing contractual agreements. Other procedures were used, as we 
considered necessa1y to enable us to determine if royalties were repo1ted and computed properly. 

As a result of our audit, we have concluded the State is due additional royalty. The exceptions and related details 
for the audit exceptions are summarized below. Discrepancies noted in the audit period are calculated from Januaiy 
2008 through March 2013. 

COUNTY NAME LEASE# LEASE TYPE 

Reeves MF104792 Relinquishment Act Lands 
Webb MF084110 Relinquishment Act Lands 
Tarrant MF106201 Depa1tment of Corrections 
Tarrant MF109267 Mental Health & Retardation 

For complete listing of audited State leases, see Exhibit A. 

Under-reporting of Non-Processed Gas Volumes (Audit Exception# 1): 

Audit Exception Overview 

AUDIT PERIOD 

1/2008 thru 3/2013 
1/2008 thru 12/2010 
1/2008 thru 12/2012 
1/2008 thru 12/2012 

The review of non-processed Gas volumes comprised on and off-lease fuel, unaccounted Gas and Gas sales. Our 
testing indicated material volume differences among Chesapeake's Wellhead Meter Statements, Allocation 
Statements, and GLO Repmts. Specifically, the auditor noted material difference between "Theo Mivffitu" gas 
from the Allocation Statements and MMBtu Gas from GLO-2 Reports. Note that "Theo MMBtu" gas from the 
Allocation Statements can be traced to Wellhead Meter Statements when Gas Lift is deducted. The Gas volumes 
in these meter statements were produced at the lease; they were measured after oil, gas and water were separated 
and before being commingled with other Gas volumes in the area. For production months in which meter 
statements were not available (January 2008 through December 2009), the auditor reviewed and compared Gas 
volumes on Daily Reports (provided by Chesapeake) to those in the Allocation Statements and noted that Gas 
volumes from both records were comparable. Finally, due to material differences in a comparison of prices 
conducted between MMBtu Gas prices and prices from GLO-2 Repmts, the auditor notified Chesapeake that the 
Weighted Average Selling Price (WASP) would be used to recalculate the GLO's Gas royalties. 

MF104792 Lease Agreement Relevant Royalty Provision 
According to Section 4, Pai·agraph (B) entitled Non Processed Gas: "Royalty on any gas (including flared gas), 
which is defined as all hydrocai·bons and gaseous substances not defined as oil in subparagraph (A) above, 
produced from any well on said land ( except as provided herein with respect to gas processed in a plant for the 
extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market 
value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such value 
to be based on the highest market price paid or offered for gas of comparable quality in the general area where 
produced and when run, or the gross price paid or offered to the producer, whichever is greater . . . " 
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MF084110 Lease Agreement Relevant Royalty Provision 
According to Section 3, Paragraph (b) entitled Non-Processed Gas: "As a royalty on any gas (including flared 
gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (a) above, 
produced from any well on said land ( except as provided herein with respect to gas processed in a plant for the 
extraction of gasoline, liquid hydrocarbons or other products) One-fourth (1/4) part of the gross production or the 
market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such 
value to be based on the highest market price paid or offered for gas of comparable quality for the field where 
produced and when run, or the gross price paid or offered to the producer, whichever is greater . .. " 

MFl 06201 and MFl 09267 Lease Agreement Relevant Royalty Provision 
According to Section 4, Paragraph (B) entitled Non-Processed Gas: "As a royalty on any gas (including flared 
gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above, 
produced from any well on said land ( except as provided herein with respect to gas processed in a plant for the 
extraction of gasoline, liquid hydrocarbons or other products) 1/4 pait of the gross production or the market value 
thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas 
comparable quality in the general area where produced and when run or the gross price paid or offered to the 
producer, whichever is greater. , . " 

MF l 06600 Lease Agreement Relevant Royalty Provision 
According to Section 3, Paragraph (b) entitled Non-Processed Gas: "To pay Lessor on gas and casinghead gas 
produced from said land (1) when sold by lessee 1/4 of the amount realized by Lessee, computed at the mouth of 
the well, or (2) when used by Lessee off said land or in the manufacture of gasoline or other products, the market 
value, at the mouth of the well, of 1/4 of such gas and casinghead gas.,." 

ADDITIONAL ROYALTY DUE: $1,506,715.24 

Under-reporting of P rocessed Gas and NGLs (Audit Exception# 2) 

A review of the field schematics indicated that State gas volumes were commingled with other gas volumes in the 
area; then production was sent to gas plants (i.e. Houston Central Plant CP) for processing ofNGL and Residue 
Gas volumes. After processing, NGLs and Residue Gas were sold. To review and determine Processed Gas and 
NGL volumes and values, the auditor used the GLO's Processed Gas Model (PGM). The PGM simulates the 
Natural Gas Fractionation process that allows us to compute volume and value of products available in the gas 
stream. 

The GLO used the fol lowing source documents as inputs into the PGM to determine the gross value and volume of 
NGL and Residue: The Gas Plant Settlement statements (Net Deliveries, Meter Totals Theoretical and A llocated 
Gallons, Plant Fuel Usage Percentage, Gas Mo!% and prices for NGLs & Residue). Note that Inlet Gas volumes 
from the allocation statements were used as inlet gas inputs when gas meter statements were not available. The 
results from the PGM and GLO-2 Reports indicated material differences on Residue Gas, NGL volumes and values. 
Consequently, the PGM was used to dete1mine the additional royalt ies due to the GLO. 

MF0 84110 Lease Agreement Relevant Royalty Provision 
According to Section 3, Paragraph (c) entitled 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, One-fourth 0/4) part of the residue 
gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner of the soil or the 
Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) 
of the total plant production of residue gas attributable to gas produced from this lease, and on fifty percent (50%) 
or that percent accruing to Lessee, whichever is greater, of the total plant production of liquid hydrocarbons 
attributable to the gas produced from this lease .. . " 

ADDITIONAL ROYALTY DUE: $49,771.57 

Gas Royalty Overpayment (Audit Exception# 3) 
Detail Testing results indicated that Chesapeake continued to report and pay royalties after the unit and 
associated State leases in the unit had expired, which resulted in royalty overpayments. Incorrect Btu Factors 
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were used on GLO-2 Production Reports (GLO-2) that resulted in overpayment. Noted MMBtu Gas Differences 
between Allocation Statements and GLO-2, misallocated MMBtu Gas among unitized leases and Chesapeake 
used inconect Net Royalty Interest (NRI) that resulted in gas royalty overpayments. For MFI 04874, 
Chesapeake used Btu Factor of 1 instead of the actual Btu Factors from Wellhead Meter Statements of 
0.7772213 and 0.859148 in reporting gas volumes. As a result, the auditor applied these overpayments as credits 
to audited State leases with outstanding balances and calculated the remaining balance. 

TOTAL APPLIED GAS ROYALTY CREDIT: - $163,942.31 
For an overview of this credit, see Exhibit B 

Audit Exception #1 & #2 Resolution 
After several months of discussion between the GLO and Chesapeake personnel via telephone, it was agreed upon 
that the MMBtu Gas from the Wellhead Meter Statements are reliable and can be used to recalculate the GLO's 
royalty on non-processed gas. Also, that Wellhead MMBtu Gas from the Allocation Statements are not just 
"Theoretical Gas" as previously indicated by Chesapeake personnel in response to the Draft Audit Billing Notice. 
The auditor demonstrated (using field schematics) that the Wellhead Meter Statements included Gas measw-ed 
when the gas was first separated from water and condensate. Furthermore, the Detail Testing results indicated that 
Wellhead MMBtu Gas from the Allocation Statements are comparable to those in the Wellhead Meter Statements 
(and Daily Rep01ts for 2008 and 2009 production months when Meter Statements were not provided) when Gas 
Lift is deducted. Therefore, the Wellhead MMBtu Gas from the Allocation Statements are royalty bearing. 

To determine Non-Processed Gas royalty valuation, the auditor multiplied the MMBtu Gas from the Wellhead 
Meter Statements (or Allocation Statements and Daily Reports) by the Lease Royalty Rate or by the State Lease 
Net Royalty Interest (NRI) to dete1mine State's Production in MMBtu's. The State's production MMBtu Gas were 
then multiplied by the MMBtu WASP (as agreed upon by GLO and Chesapeake) from the purchase statements to 
anive with Gas Royalty Due. Lastly, the recalculated Gas Royalty Due was then subtracted by the Gas royalty 
payments rep01ted to the GLO to attain the Additional Gas Royalty Due. 

To determine the Processed Gas royalty, the auditor multiplied Processed Gas Values by the Lease Royalty Rate 
or by the State Lease Net Royalty Interest (NRI) to determine Royalty Due. Gas Royalty Due was subtracted from 
the Gas royalty payments repmted to the GLO to determine Additional Gas Royalty Due. The key factors 
contributing to these differen ces were attributed to the allocation of Residue Gas and NGLs> molecular balance 
and values; the reporting of Residue Gas volumes and NGLs to the GLO in compliance with the lease agreements. 

For more information on royalty provisions used in the audit for other State leases, see lease agreement(s) of 
applicable audited leases. 

Total Additional Royalty Due: $1,556,486.81 
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ATTACHMENT II 

GLO Recommendations 
Chesapeake Operating, LLC. 

1. AE# 1 - Under-rep01ting ofNon-Sales Gas Volumes: 
Recommendations: Measure on-and off-lease fuel and report and pay royalties on these volumes to the 
GLO, including unaccounted gas volumes. Compare Wel1head Meter Statements to Allocated Gas from 
the Allocation Statements and revfow material differences. Pay the GLO on its royalties based on Gas 
Gross Production. Use the price based on the highest mm-ket price paid or offered for gas of 
comparable quality in the general area. 

2. AE# 2 - Under-reporting of Processed Gas and NGL Sales Volumes: 
Recommendations: Review the volumes returned for Residue Gas and NGLs from the Plant Settlement 
Statements to determine and allocate each product by molecular balance, including State leases. Pay the 
GLO 's royalties on Residue Gas Volumes at 100% per the State Lease Agreement. Commzmicate and 
request "Permission to Commingle" with the GLO and solicit guidance from the GLO 's Engineers in 
reporting Non-processed Gas, Residue Gas and NGL Components to the GLO. 
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Exhibit A 

County Name Lease# Lease Tyoe Audit Peliod 

Reeves MF104792 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104871 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104585 Upland Fee 1/2008 through 3/2013 

Reeves MF108655 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104186 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF107630 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105495 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104587 Upland Fee 1/2008 through 3/2013 

Reeves MF104601 Upland Fee 1/2008 through 3/2013 

Reeves MF105848 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF1 04524 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104530 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104539 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104187 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104874 Free Royalty Lease 1/2008 through 3/2013 

Reeves MF103430 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF1041 85 Relinquishment Act Lease 1/2008 th.rough 3/2013 

Reeves MF104190 Relinquishment Act Lease 1/2008 th.rough 3/2013 

Reeves MF104191 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF102645 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves ·MF105285 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105243 Relinquishment Act Lease 1/2008 tlu·ough 3/2013 

Reeves MF105497 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF1041 84 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF108406 Surface Sold - All Minerals Reserved 1/2008 through 3/2013 

Reeves MF105229 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105245 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105320 Upland Fee 1/2008 through 3/2013 

Reeves MF106675 Relinquishment Act Lease 1/2008 th.rough 3/2013 

Reeves MF107499 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF109204 Relinquishment Act Lease 1/2008 tlu·ough 3/2013 

Reeves MF109205 Relinquishment Act Lease 1/2008 th.rough 3/2013 

Reeves MF109189 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104778 Relinquishment Act Lease 1/2008 th.rough 3/2013 

Reeves MF104548 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105287 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF107619 Relinquishment Act Lease 1/2008 through 3/2013 
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Reeves MF107733 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF107769 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104580 Upland Fee 1/2008 through 3/2013 

Reeves MF105289 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF107612 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF108664 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105534 Relinquishment Act Lease 1/2008 th.rough 3/2013 

Reeves MF104526 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105485 Relinquishment Act Lease 1/2008 th.rough 3/2013 

Reeves MF107610 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF108598 Free Royalty Lease 1/2008 through 3/2013 

Reeves MF108599 Free Royalty Lease 1/2008 through 3/2013 

Reeves MF105230 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105236 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105494 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104981 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105532 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105433 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105499 Relinquishment Act Lease 1/2008 thrnugh 3/2013 

Reeves MF104780 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104781 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF104782 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105291 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105490 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF106627 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF106641 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF108251 Free Royalty Lease 1/2008 through 3/2013 

Reeves MF104982 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF105825 Relinquishment Act Lease 1/2008 through 3/2013 

Reeves MF106243 Relinquishment Act Lease 1/2008 through 3/2013 

Webb MF084110 Relinquishment Act Lease 1/2008 through 12/2010 

Tanant MF106201 Department of Corrections 1/2008 through 12/2012 

Tanant MF109267 Mental Health & Retardation 1/2008 through 12/2012 

Tan-ant MF106600 County Roads 1/2008 through 12/2012 
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Chesapeake Audit - Exhibit B (Royalty Overpayment to Chesapeake) 

Lease# WP# Amount (Credit) I 
W'104585 D.1.27 ($13,763.42) 

MF104586 D.1.28 ($28,449.06) 

MF109479 D.1.28 ($5,901.21) 

MF109480 D.1.28 ($1,003 .08) 

MF109559 D.1.28 ($372.39) 

MF108655 D.1.29 ($[ 1,150.59) 

MF104186 D.l.30 ($2,239.95) 

MF107630 D.1.31 ($ 11,232.67) 

MF105495 D.1.32 ($318.34) 

MF104601 D.1.35 ($2,567.74) 

MF104530 D.1.38 ($1,686.20) 

MF104539 D.1.39 ($1,555.21) 

MF104874 D.1.41 ($2,816.86) 

MF103430 D.1.42 ($2,221. l 4) 

MF104190 D.1.44 ($3,888.57) 

MF104191 D.1.45 ($ 11,665.76) 

MF102645 D.1 .46 ($24,064.65) 

MF105285 D.1.47 ($1,670.99) 

MF104184 D.1.50 ($1,671.03) 

MF108406 D.1.51 ($922.32) 

W'105229 D.1.52 ($2,186.83) 

MF104981 D.1.82 ($1 ,437.63) 

MF105825 D.1.95 ($1,064.91) 

MF106243 D.1.96 ($2,401.75) 

W'0841 l 0 D.1.99 ($2,748.21) 

MF106201 D. 1. 100 ($4,877.68) 

MF109267 D.1.101 ($14,354.59) 

MF106600 D .1.104 ($5,709.53) 
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PENALTY(l) 
For delinquent royalty 

For delinquent report, 
affidavit, or other document 

INTEREST (2) 
For delinquent royalty 

(1) 31 TAC §9.51 (b) (3) (A) 

ATTACHMENT ill 

SUMMARY OF PENALTY/ INTEREST ASSESSMENT RULES 
FOR DELINQUENT ROYALTIES AND DELINQUENT 

REQUIRED REPORTS OR DOCUMENTS 

Due Before 10/1/75 Due After 10/1/75 and Before Due After 9/1/85 (Production 

(Production prior to 9/1/85 (Production 8/1/75 7/1/85 through 12/31/09) 

8/1/75) through 6/30/85) 

(2) For delinquencies of30 
days or less, the greater of 5% 

The greater of 1 % of the of the delinquent amount or 
None delinquent amount or $5.00 for $25.00; for delinquencies of 

each 30-day delinquency more than 30 days, the greater 
of 10% of the delinquent 
amount or $25.00 

None 
$5.00 per document for each $10.00 per document for each 
30-day period of delinquency 30-day period of delinquency 

6% per year, simple; accrual 6% per year, simple; accrual 
(3) 12% per year, simple; 

accrual begins 60 days after due 
begins 3 0 days after due date begins 30 days after due date 

date 

Due After 2/26/10 (Production 1/1/10 

through present) 

(2) For delinquencies of30 days or less, the 
greater of5% of the delinquent amount or 
$25.00; for delinquencies of more than 30 
days, the greater of I 0% of the delinquent 
amount or $25.00 

$10.00 per document for each 30-day period 
of delinquency 

( 4) Prime plus 1 % set on the first business 
day of each calendar year 

(2) Penalties are not assessed in cases of title dispute as to the state's portion of the royalty or to royalty in dispute as to fair market value except when fraud is involved, in which 
case the fraud penalty is applicable. Penalty provisions are found at Tex Nat. Res. Code Ann §52.131 (e) (f) (h). 

(3) Tex Nat. Res. Code Ann §52.131 (g) 

(4) Per 31 TAC §9.51 (b) (3) (E), the interest rate on past due royalty is Wall Street Journal Prime plus 1%, to be adjusted annually. 

~~J?~iftJ~it:&I~:.i~:2Jf1:Jt~~i))1~~:~~(i~A~;~~. [/~ft~· . ••' ... ~ ~ ~ ;50:ra;~·)'./i11;tff J?!.f f;; (Jt!-;~11r:( 4:$ 0%.fl.\:\ri~~(~J~~F.; 
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A royalty payment that is not accompanied by the required royalty affidavit identifying the GLO lease number is delinquent, 31 TAC §9 .51 (2) (B). 
The state's power to forfeit a lease shall not be affected by the assessment or payment of any delinquency, penalty, or interest provided in 31 TAC §9.51 (b) (3) (D). 

Updated: 01/01/2019 
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TEXAS GENERAL LAND O FFICE 
G EORGE P. BUSH, COMMISSIONER 

May 4, 2020 

Chesapeake Operating, LLC. 
6100 N. Western Avenue 
Oklahoma City, OK 73 118 

CERTIFIED MAIL NO. 7016-2070-0000-7391-0902 

Attention: Lacy Mccornack, Accounting Manager 

RE: Audit Closure Letter for the Period January 2008 through March 2013 

Dear Ms. Lacy: 

Chesapeake Operating, LLC (Chesapeake) directly or indirectly holds or held interest in state oil 

and gas leases as listed on Exhibit A. The Texas General Land Office (GLO) conducted an audit 
of the books, accounts, reports and other records relating to the subject leases for the audit period 

of January 2008 through March 2013. As a result of the audit, the GLO has received 
Chesapeake's payment of $1,556,486.81 on February 18, 2020 and $400,000 on April 27, 2020 
with a total audit payment of $1,956,486.81 to close out audit exceptions. 

In accordance with the Texas Natural Resource Code Section 52.139 (b), the Commissioner may 
not again audit the books and records covering the same issues, time period, and leases involved 

in this audit. However, the Texas Natural Resource Code Section 52.139 (c) states that nothing 
shall preclude the GLO from conducting subsequent audits or examinations covering the same 
issues, time periods and leases in cases where fraud exits. 

For any questions or additional information on this audit, please contact me. 

Sincerely, 

Interim Director of Minerals Audit 
Texas General Land Office 

(512) 463-0154 / brian.raygon@glo.texas.gov 

LtrLog # 0297 

1700 North Congress Avenue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo.texas.gov 



Exhibit A (List of Audited State Leases in Chesapeake Audit) 

Audit Property 
# of Lease Category County Name Lease# Lease Type Audit Period 

1 Tovah State Leases Reeves MFI04792 Relinquishment Act Lease 1/2008 through 3/2013 

2 Toyah State Leases Reeves MFI04871 Relinquishment Act Lease 1/2008 through 3/2013 

3 Tovah State Leases Reeves MFI04585 Unland Fee 1/2008 through 3/2013 

4 Toyah State Leases Reeves MF104586 Upland Fee 1/2008 through 3/2013 

5 Toyah State Leases Reeves MFI09479 Relinquishment Act Lease 1/2008 through 3/2013 

6 Tovah State Leases Reeves MF109480 Relinquishment Act Lease 1/2008 through 3/2013 

7 Toyah State Leases Reeves MF109559 Relinquishment Act Lease 1/2008 through 3/2013 

8 Tovah State Leases Reeves MF108655 Relinquishment Act Lease 1/2008 through 3/2013 

9 Toyah State Leases Reeves MFI04186 Relinquishment Act Lease 1/2008 through 3/2013 

10 Tovah State Leases Reeves MF I07630 Relinquishment Act Lease 1/2008 through 3/2013 

11 Toyah State Leases Reeves MFI05495 Relinquishment Act Lease 1/2008 through 3/2013 

12 Tovah State Leases Reeves MF104587 Unland Fee 1/2008 through 3/2013 

13 Toyah State Leases Reeves MF104601 Upland Fee 1/2008 through 3/2013 

14 Tovah State Leases Reeves MF I05848 Relinquishment Act Lease 1/2008 through 3/2013 

15 Toyah State Leases Reeves MFI04524 Relinquishment Act Lease 1/2008 through 3/2013 

16 Toyah State Leases Reeves MFI04530 Relinquishment Act Lease 1/2008 through 3/2013 

17 Tovah State Leases Reeves MFI04539 Relinauishment Act Lease 1/2008 through 3/2013 

18 Toyah State Leases Reeves MFI04187 Relinquishment Act Lease 1/2008 through 3/20 I 3 

19 Tovah State Leases Reeves MFI04874 Free Royalty Lease 112008 through 3/2013 

20 Toyah State Leases Reeves MF103430 Relinauishment Act Lease 1/2008 through 3/2013 

21 Toyah State Leases Reeves MFI04185 Relinquishment Act Lease 112008 through 3/2013 

22 Toyah State Leases Reeves MF104190 Relinauishment Act Lease 1/2008 through 3/2013 

23 Toyah State Leases Reeves MF104191 Relinquishment Act Lease 1/2008 through 3/2013 

24 Tovah State Leases Reeves MFI02645 Relinauishment Act Lease 1/2008 through 3/2013 

25 Toyah State Leases Reeves MF105285 Relinquishment Act Lease 1/2008 through 3/20 I 3 

26 Toyah State Leases Reeves MFI05243 Relinquishment Act Lease 1/2008 through 3/2013 

27 Toyah State Leases Reeves MFI05497 Relinauishment Act Lease 1/2008 through 3/20 I 3 

28 Tovah State Leases Reeves MFI04184 Relinquishment Act Lease 1/2008 through 3/2013 
Surface Sold - All Minerals 

29 Toyah State Leases Reeves MFI08406 Reserved 1/2008 through 3/2013 

30 Tovah State Leases Reeves MF105229 Relinquishment Act Lease 1/2008 through 3/2013 

31 Tovah State Leases Reeves MF I05245 Relinauishment Act Lease 1/2008 through 3/2013 

32 Toyah State Leases Reeves MF105320 Unland Fee 1/2008 through 3/2013 

33 Tovah State Leases Reeves MFI06675 Relinquishment Act Lease 1/2008 through 3/2013 

34 Toyah State Leases Reeves MF107499 Relinauishrnent Act Lease 1/2008 through 3/2013 

35 Tovah State Leases Reeves MF I09204 Highway-Right-of-Way 1/2008 through 3/2013 

36 Toyah State Leases Reeves MF109205 Relinauishment Act Lease 1/2008 through 3/2013 



37 Toyah State Leases Reeves MF109189 Relinquishment Act Lease 1/2008 throuoh 3/2013 

38 Tovah State Leases Reeves MF104778 Relinouishment Act Lease 1/2008 throu2.h 3/2013 

39 Toyah State Leases Reeves MF104548 Relinquishment Act Lease 1/2008 throu"b 3/2013 

40 Tovah State Leases Reeves MF105287 Relinouishment Act Lease 1 /2008 throu2.h 3/2013 

4[ Toyah State Leases Reeves MF107619 Relinquishment Act Lease 1/2008 throu"h 3/2013 

42 Tovah State Leases Reeves MF107733 Relinauishment Act Lease 1/2008 throu2.h 3/2013 

43 Toyah State Leases Reeves MF107769 Relinquishment Act Lease 1/2008 throu0 h 3/2013 

44 Tovah State Leases Reeves MF104580 Unland Fee 1/2008 thrOUE!h 3/2013 

45 Toyah State Leases Reeves MF105289 Relinauishment Act Lease 1/2008 throuoh 3/2013 

46 Tovah State Leases Reeves MF107612 Relinouishment Act Lease 1/2008 thrOUl!h 3/2013 

47 Toyah State Leases Reeves MF108664 Relinauishment Act Lease l /2008 throuPh 3/2013 

48 Tovab State Leases Reeves MF105534 Relinouishment Act Lease 1/2008 throu!!h 3/2013 

49 Toyah State Leases Reeves MF104526 Relinquishment Act Lease 1/2008 throuE!h 3/2013 

50 Tovah State Leases Reeves MF105485 Relinauishment Act Lease 1/2008 through 3/2013 

51 Toyah State Leases Reeves MF107610 Relinquishment Act Lease 1/2008 through 3/2013 

52 Tovah State Leases Reeves MF108598 Free Rovaltv Lease 1/2008 thrOUl!h 3/2013 

53 Toyah State Leases Reeves MF108599 Free Rovaltv Lease 1/2008 through 3/2013 

54 Tovah State Leases Reeves MF105230 Relinauishment Act Lease 1/2008 through 3/20 I 3 

55 Toyah State Leases Reeves MF105236 Relinquishment Act Lease 1/2008 through 3/2013 

56 Toyah State Leases Reeves MF105494 Relinauishment Act Lease 1/2008 through 3/2013 

57 Toyah State Leases Reeves MF104981 Relinquishment Act Lease 1/2008 through 3/2013 

58 Tovah State Leases Reeves MF105532 Relinauishment Act Lease 1/2008 through 3/2013 

59 Toyah State Leases Reeves MF I05433 Relinquishment Act Lease 1/2008 through 3/2013 

60 Tovah State Leases Reeves MF 105499 Relinauishment Act Lease 1/2008 through 3/2013 

61 Toyah State Leases Reeves MF 104780 Relinquishment Act Lease 1/2008 through 3/2013 

62 Tovah State Leases Reeves MF 104781 Rel inauishment Act Lease 1/2008 through 3/2013 

63 Toyah State Leases Reeves MF I04782 Relinquishment Act Lease 1/2008 through 3/2013 

64 Tovah State Leases Reeves MF105291 Relinauishment Act Lease 1/2008 throul!h 3/2013 

65 Toyah State Leases Reeves MF I05490 Relinouishment Act Lease 1/2008 through 3/2013 

66 T ovah State Leases Reeves MFI06627 Relinquishment Act Lease 1/2008 throueh 3/2013 

67 Tovah State Leases Reeves MFI06641 Relinauishment Act Lease 1/2008 throul!h 3/2013 

68 Toyah State Leases Reeves MFI0&251 Free Royaltv Lease 1/2008 throuo h 3/2013 

69 Tovah State Leases Reeves MF104982 Relinauishment Act Lease 1/2008 throm1h 3/2013 

70 Toyah State Leases Reeves MF105825 Relinauishment Act Lease 1/2008 throuoh 3/2013 

71 Tovah State Leases Reeves MFI06243 Relinquishment Act Lease I /2008 through 3/2013 

72 Toyah State Leases Reeves MF107483 Relinauishment Act Lease 1/2008 throu1>h 3/2013 

73 Tovah State Leases Reeves MF106676 Relinquishment Act Lease 1/2008 through 3/2013 

74 Non-Toyah State Leases Webb MF084110 Relinouishment Act Lease 1/2008 throu0 h 12/2010 

75 Non-Tovah State Leases Tarrant MF106201 Mental Health & Retardation 1/200& through 12/2012 



76 Non-Tovah State Leases Tarrant MF109267 Mental Health & Retardation 1/2008 throu~h 12/20 I 2 

77 Non-Toyah State Leases Tarrant MF106600 County Roads 1/2008 throu!?h 12/2012 




