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MF105526 

Base.file County 
124761 CULBERSON 

T & PRY CO 

61 

2-S 

14 

609 

Depth Above • Depth Other 
0 

LESSEE 

CHESAPEAKE EXPLORATION LTD. PARTNERSHIP 

1/22/2007 

5 yrs 

$0.00 

$0.00 

0.1125 

0.1125 
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W ILLIAM A C HA LfANT, CPL 

January 31, 2007 

Mr. Drew Reid 

CHALFANT PROPERTIES, INC. 
- ;!!•• .L • J •" J f ,I ' 

1502 NORTI I BIC SPRING 

P 0 . BOX 3123 

MIDLAND, TEXAS 79702-3 12 3 

TEXAS GENERAL LAND OFACE 
1700 North Congress Ave 
Austin, TX 78701 

RE: Block 61, T-2, Section 14: All 
Culberson County, TX 

Dear Mr. Reid : 

Ott (412)fl8·1·981 1J 
r JX (4 12) f>82·2h01 

[·mail h1ll@challan1propcrt1cs com 

I have reached an agreement with a surface owner under the above-captioned land. 
I have attached a copy of the 011 and Gas Lease for this owner. 

The terms are $302.00 per acre (including paid up rentals for the fi rst two years) for 
a five year paid up lease with 1/4th royalty . Year 4 to be paid at $201.00 per acre 
(including paid up rentals for the 5th year) 

I would like for the land office to approve the leases as to form and consideration . 
Please email your reply of approval to: ma<,hala@chalfantpropert1es com 

Sincerely, 

William A. Chalfant, CPL 

WAC/mkc 
enclosures 
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Tr!ia:till # 5578 

LBSS(I': H-S Minerals and Realty, Ltd 

RAL REVIEW SHEB 

G°'*OSt: 

laaS8 Dam: 

R. Widmayer 

1/22/2007 

Chesapeake Exploration Limited Partnership AlnS: 701 

LEASE IISCRFT9N 

CIUlty PIN# 
CULBERSON JO),O ~ 

A-c, . 

mMSIFffRED 

Prmry T ll'l1t 5 years 

lkms/Aira $3 .00 

Roota/ Acre: $1 00 

Roymty: 22.5% 

Base FIE No Pll't 
124761 ALL 

Sec. Bio Twp 
14 61 02S 

TERMS RBMIIJllD 

Prtlw'y Tinn 5 years 

lkms/AD'& $300.00 

Roota/Ain $1 00 

Roymty 22.5% 

SUrvey 
T & PRY CO 

Ul: 

Abst# 
4281 

Date Tll'tll Bmus/Ac. Roota/Ac. Ruyaty IMstaa 

MF104307 Wamor Exploration 9/16/2004 5 years $50 00 $1 .00 3/16 

Cootnoots: A total of 4 undivided leases in this file. Paid up rentals for the 2nd and 3rd years. 4th year rental will be 
$201 .00 per acre and will pay up lhe 5lh year 

Wednesday, February 07, 2007 

Last laaS8 

Adjacent SW 
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A TLE 

exa eneral Land ffice 

TO: Jerry Patterson, Commissioner 

Larry Laine, hief Clerk 

Bill Warnick, General Counsel 

PPLI TIO 

Louis Renaud, Deputy Commissioner 

FROM : Robert Halter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chesapeake Exploration Limited Partner 

Prim. Tern, : 5 years Bonus/Acre 

Royalty: 22.5% Rental/ Acre 

Consideration 

Recommended: '(:)A<3 
Not Recommended: ----

Date: 2- , 7 . ~ 7 

Jeny Patterson, omrruss10ner 

DATE: 07-Feb-07 

County: 

$300.00 

$1.00 

CULBER O 

Comments: A total of 4 und1v1ded leases in this file. Paid up rental for the 2nd and 3rd years. 4th year rental will 
be 201 00 per acre and will pay up the 5th year. 

\/Lease Fom, 

Recommended: _f!:._)l.j _ 
Not Recommended: ----
Comments: 

Louis Renaud. Deputy omm1ss1oner 

Recommended: 

Not Recommended: 

Bill Warnick. General Counsel 

Recommended: l~ 
ot Recommended: 

Larry Laine. c~· Clerk 
J: J 

Approved: ~ 

Not Approved : ___ _ 

Je sioner 

Date: 

Date: ~ I )-lQ~l 
"! I 

Date: ?/, 3/07 

Date: 14 /v1A-L07 



..... 
RELINQDISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 04-May-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: 

Prim. Term: 

Royalty: 

Consideration 

Petro-Hunt, L.L.C. 

5 years 

1/5 

Bonus/Acre 

Rental/ Acre 

County: 

$50.00 

$1.00 

Recommended: "(-)~ 

Not Recommended: 

Date: ..::,-, 4-,o.., -

----

CULBERSON 

Comments: 4th year rental will be $25.00. Also: Patrick Beal with 32.578125 acres. 

i.kaseForm 

Recommended: M: 
Not Recommended: ----
Comments: 

Louis Renaud. Deputy Commissioner 

Recommended: C. L(2... 

Not Recommended: ----
Bill Warnick. General Counsel 

Recommended: f,J{w 
Not Recommended: ----

Larry Laine. Chief Clerk 

Approved: ,2p}t 
Not Approved: ___ _ 

issioner 

Date: ------

Date: 3/10/05 
• 

Date: 

Date: _4_t_i-_l£_,r'_ 

Date: rz,111A-{ D} 



HAL REVIEW SHEET 

R. Widmayer 

4/1912005 Ut: D 

Petro-Hunt, L.L.C. 1042.5 

lfAIE IECRPTlfl 

Base Flo No Part Sec. BlcD Twp Stney 
S/2 v, ,:,., 10 61 025 T&PRYCO 

c«ulty 

CULBERSON···­

CULBERSON···· 

CULBERSON····· 

129393 

102385 NORTH PART 'S 16 61 025 T & PRY CO 

133185 SOUTH PART 16 61 02S T&PRYCO 

...... I_ 10\· I.) ~ "' ' ,~? - ,c.a 

TBlNI mfBIBI TERMS BECNDIIJJ 

Prml'Y T 11'111: 5 years -=i Prml'Y T 11'111 [5 years 

lmJs/Aae: $50.00 Bcnls/ Acre $50.00 

Rental Acre:: $1 .00 Rmta/Aa-e $1 .00 

Royalty: 3/16 Royalty 1/5 

CNARIHIS 

Mf# l.8ss8e Date Tll'lll Blllls/Ac. Rootal/ Ac. Royalty 

J .... 

[MF104140 l Samson Lone Star Limited Partner 5/27/2004 5 years l [ $10.00 $1 .00 3/16 

l'MF'104307 rwarrior Exploration 9/16/2004 5 years l $50.00 $1 .00 3/16 

[ I 1[ ,L 

~- 1 J [ ~l 

(lstara 

Abst# 
4562 

1884 

4641 

Last Lease 

Adjacent NW 

Adjacent SE J 

J 
~l J 

.I 
COOllllltJ:: ~ year rental will be $25.00. Also: Patrick Beal with 32.578125 acres. _] 

Wednesday, May 04, 2005 
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G.,noni~Llind Otflce 
\i!ol:r,qulahmont Act Lean Form 
Rovlaod , Soptornb r 1997 

~ usttn, 'atexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered into this 22"" day of January . 2007, between the State of Texas, acting 

by and through rts agent, James Robert Hill, Individually, and Co-Trustee, Virginia Glenn Hill Lattimore, Individually, and Co-Trustee, and John A 

Styrsky, Co-Trustee or the Houston and Emma Hill Trust Estate and Agent for the State of Texas al 500 West Seventh Street Suite, 1802 Fort Worth 

Texas zs102:1n2 

said agent herein referred to as the owner of the soil (whether one or more), end CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP. an 
Oklahoma limited partnership, of PO Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee 

1. GRANTING CLAUSE. For end In consideration or the amounts stated below and or the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the Stale ex Texas ectlng by and through the owner ex the soil, hereby grants, leases and lets unto Lessee, r°' 
lhe sole and only purpose of prospecting and dnlhng for and pl'oducing oil and gas, laying ptpe Imes, building tanks, stonng Oii and building power 
stations, telephone lines end other structures thereon, to produce, save, take care of, treat and transport said products pl' the lease, the following lands 
situated in Culbet1on County, State of Texas, to-wit 

Block 61 , Township 2, T&P RR Co Survey 
Section 14' A ll 

Contalning ___ .... z .... 0 ... 1 ___ acres , more or less The bonus consideration paid for this lease 1s as follows 

To the State or Texas forty four Thousand.t110e.Jiundr.ed EiahlY Six and 68/100 
Dollars CS 44.986 68 ) 

To the owner ex the soil. Forty Four Thousand Nine Hundred EjgblY Six and 68/100 
Dollars (S 44,966 66 } 

Total bonus consideration Eighty Nine Thousand Nlilll..l:lllndred Seventy Three and 351100 
Dollars CS 89,973 35 ) 

The total bonus consideration paid represents a bonus ex Three Hundred Two Dollars CS302 00) per acre, on 297,925 net acres 

2. TERM. Subject to the other provisions in this lease, thlS lease shall be ror a term or EIYE I 5) years from 
this date {herein called ·prtma.ry term") and a, long thereafter as 011 and gas, or either of them, ls produced In paying quantities from said land As used 
In this lease, the term "produced In paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out or pocket opernt,onat expenses for the stx months last past 

. • . . 
• • • • • • • . . . . . . . 

• • • •• • . . . . . . ... . .. • 



3. DELAY RENTALS. If no well ts commenced on the leased premises on or before one (1 ) year from this date, this lease shall terminate, . 
unless on or bl!lore such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit In the THIS IS A PAID UP LEASE: SEE 
PARAGRAPH40 Bank at _ _ _ _________________________ _ 

Or its successors (which shall continue as the depository regardless of changes In the ownership of said land), the amount specified below, in addition, 

Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a hke sum on 

or before said date Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 

one (1) year from said date. Payments under this paragraph shall be 1n the following amounts 

To the owner or the son _ ___ _________________________ _ 
(Dollars s _ _______ _ _J 

To the State of Texas.------------------------------
(Dollars $ ____ _____ .., 

Total Delay Rental ------------------------------
(Dollars $ _ ________ .., 

In a like manner and upon like payments annually, the commencement of a well may be further deferred for successive penods of one (1 ) year each 
during the primary term All payments or tenders or rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee or this 
lease. and may be dehvered on or before the rental pay date If the bank designated In this paragraph (or Its successor bank) should cease to exist. 
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail to refuse to accept rental, Lessee shall not be held In default for 
fallure to make such payments or tenders of rentals until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument 
naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty provided for In 
this lease to the Commissioner of the General Land Office a( the State of Texas, at Austin. Texas. and one-half (1/2) of such royalty to the owner of the 
soil 

(A) OIL Royalty payable on 0tl, which IS defined as Including all hydrocarbons produced In a hquld form at the mouth of the well and also as 
all condensate, dlstlllate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 22 5% port of the gross production or the market value ther&Of, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value lo be determined by 1) the highest posted pnce, plus premium, if any, offered or paid for oil, condensate, distillate, or other llquld 
hydrocarbons, respectively, of a hke type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater Lessee agrees that before 
any gas produced from the leased premises ls sold, used or processed In a plant, it Wiii be run free of cost to the royalty owners through an odoquate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equipment may be waived, in wnting, by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oil In subparagraph (A) above, produced from any well on sold land (excepl as provided herein with respect to gas processed In a plant for 
the extraction of gasoline. liquid hydrocarbons or other products) shall be 22 5% part of the gross production or the market value thereof. al the 
option of the owner or the soil or the Commissioner of the General Land Office. such value lo 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 the greater; 
provided that the maximum pressure base In measuring the gas under this lease shall not at any lime exceed 14 65 pounds per square inch absolute. 
and the standard bas temperature shall be sixty (60) degrees Fahrenhert. correction to be mede for pressure according to Boyle's Lew. and for specfflc 
gravity according to tests mode by the Balance Method or by the most approvod method of testing being used by the industry al tho IJme of testing 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 22 5% 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 tha General Land Office All royalties due heretn 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%), a that percent accruing to Lessee, whichever Is the 
greater, of the total plant production of liquld hydrocarbons atlribu1able to the gas produced from this lease, provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or rts parent, subsidiary or affiliate) owns an Interest, then the percentage apphcable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to e third party processing gas through such plant under a processing 
agreement negotiated et arm'a length (or rf there 1s no such third party, the higha.t percent than being apecified in processing agreements or contracts In 
the Industry), whichever is the greater The reapoci1ve royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or hquid hydrocarbons) of comparable qualrty in the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighted average gross selhng price for the respective grades d liquid hydrocarbons), whichever Is the greater In no event, however, shall 
the royalties payable under this paragraph be less than the royallles which would have been due hod the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·caslnghead," "dry," or any other gas, by fractionating , burning or any other processing shall be 22...5% 

--------------------------------------------- part of the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Offic.e, 
such market value to b d termined as follows 1) on the basis d the highest mar1cet price of each product for 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 

s. MINIMUM ROYALTY. During 11ny year after the expiration of the primary term of this lease, If th1S lease Is maintained by production, the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided, otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of lhis lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. Ir Paragraph 3 d this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre 

• • . . . . . . . . • • . • • • • • . . . . . . . 
• • • • • • . . 
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. 6. ROYAL TY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time. the owner of the soil or the 
t:ornmissioner of lhe General Lend Office may, et the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's Qght to take its royalty In kind shall not diminish or negate the owner of the soirs or the Commissioner of the General Land Offtee's rights 
ort.essee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (Including those paid in kind) shall be without deduction for 
th! cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, Including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used lo process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject to tho written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
Injection Into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed: 
no royalties shall be payable on the recycled gas until It is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In kind shall be paid to the Commissioner of the General Lend Office at 
Austin, Texas, In the following manner: 

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

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate ct on and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering 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 other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, Including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to Inspection and examination by the Commissioner r:I the General Land Office, the 
Attorney General, the Governor, « the representative d any d them. 

(B) PERMITS, DRILLING RECORDS. Written notice of an operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (!5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include copies of Railroad Commission forms for application to drill. Coples of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Ccmmisslon. All 
applications, permits, reports or other filings that reference this lease or any spec.ific wen on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" In the tltle. Addltionally, In accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated Improvements to tho land must also 
include the word •state.• Lessee shall suppry the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
Information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of wen, of all wells drilled on the above described premises and shall transmit a true cq,y of the log of each survey on each wen to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENALTIES. Lessee shall Incur a penalty whenever reports, documents 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. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. ~. during the primary tern, hereof and prior to discovery and 
production cl oil or gas on said land, Lessee should drin a dry hole or holes thereon, or If during the primary term hereof and after the discovery and 
actual production d oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operalions 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, a 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 until the expiration cl the primary term; and ff Lessee has not resumed 
production In paying quanttties at the expiration of the primary tenn, Lessee may maintain this lease tiffM. i!O?tg-additional drilrmg or rewor1<ing 

Amsr, ~ Ir{, c9()0'J 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13 Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-In 011 or gas well with in the primary term 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 cOmpletlon o( such shut-In oil or gas well and upon the failure to make such payment, thlS lease shall ipso facto terminate If at the 
exµira\Jon of the primary term or any time thereafter a shut-In otl or gas well Is located on the leased premises, payments may be made In accordance 
with the shut-In provisions hereof 

• 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration ci the primary term. neither oll nor gas is being 
produced on said land, bu1 Lessee Is then engaged In dolling or reworking operations thereon, this lease shall remain In force so long as operations on 
said well or for dnlllng or reworking of any addrtional wells are prosecuted In good faith and 1n workmanlike manner wrthout interruptions totaling more 
than sixty (60) days during any one such operation, and if they result In the production of otl and/or gas, so long thereafter as oil and/or gas Is produced 
in paying quan\Jties from said land, or payment of shu1-ln Ott or gas well royalties or compensatory royalties Is made as provided In this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration o( the primary term, production of 011 or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional dnlling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full fOlce and effect fOl so long as such operations continue in good 
farth and 1n workmanlike manner without Interruptions totaling more than sixty (60) days If such dnlllng Ol reworking operations result in the production 
of oil or gas, the lease shall remain In full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or paymellt 
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 dnllmg or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate if the Lessee commences add1tlonal dnlling or reworking 
operations within sixty (60) days afte< the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drllling or 
reworking operations In good faith and In a workmanlike manner without interrupuons totaling more than sixty (60) days Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, °w 1r 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 term of a lease that, until being shut In, was being 
maintained In force and effect, a well capable of producing oil or gas In paying quantities is located on lhe leased premises, but oil or gas Is not being 
produced for lack of suitable production fac1lrt1es or lack of a suttable market, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double lhe annual rental provided In the lease, but not less than $1 ,200 a year for each well capable of producing oll or gas in paying quantities. If 
Paragraph 3 of this lease does noc specify a delay rental amount, then for lhe purposes of this paragraph, the delay rental amount shall be one dollar 
($1 00) per acre To be effective, each Initial shut-In oil or gas royalty must be paid on Ol before (1) the expiration of the primary term. (2) 60 days after 
lhe Lessee ceases to produce oll or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
with the lease prov1Slons, whichever date Is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil 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 term or the lease for a period of one year rrorn the end of the primary term, or from the first day of the month following the month In which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year 

15. COMPENSATORY ROYALTIES. If. during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, otl or gas Is 
sold and delivered In paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed tn the same producing 
reservoir, or In any case in which drainage Is occurring, the right to continue to ma1nta1n the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the rems nder or 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 completed in the same producing reservoir o.nd within one thousand (1 ,000) feet of the leased premises The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the so,1, beginning on or 
before the last day of the month following the month In which the oil or gas is produced from the well causing the drainage or that IS completed In the 
same producing reservoir and localed within one thousand (1,000) feet of the leased premises If the compensatory royalty paid In any 12-month penod 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely pad will accrue penalty and Interest In accordance wrth Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obhgatlon o( reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52173, however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any provision or this lease to the contrary, after a well producing or capable o( producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence ot a reasonably prudent operator in dolling such additional well or 
w lls as may be reasonably necessary for the proper development of the leased prem1Ses and In mancellng the production thereon 

(A) VERTICAL. In the event this lease is In force and effect two (2) years after the expiration date or the primary or extended term It shall then 
terminate as to all of the leased premises, EXCEPT (1) 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 14 hereof), or a well 
upon which Lessee ls then engaged In continuous drilling or reworking operations, Ol (2) the numbef of acres Included In a producing pooled untt 
pursuant to Texas Natural Resources Code 52 151-52.154, or (3) such greater or lesser number or acres as may then be allocated for production 
purposes to a proratlon untt for each such producing well under the rules and regulauons of the Railroad Commission ot Texas, or any successor 
agency, or other governmental authority having Jurisdiction If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassrfled so that less ecreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate a, lo all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of this lease as to a poolon ot the lands covered hereby, Lessee shall nevertheless continue to have the right or Ingress 
to and egress from the lands still subject to this lease for all purposes descnbed in Paragraph 1 hereof, together wrth easements and rights-of-way for 
eXJSllng roads, existing pipelines and other existing facllrtles on, over and across all the lands descnbed in Paragraph 1 hereof ("the retained landsj, for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands 
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(B) HORIZONTAL. In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term It shall 
Yurther t8nninate as to all depths betow 100 feet below the total depth drilled (hereinafter •deeper depthsj in each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-ha~ (1/2) of the 
bonus originalty paid m consideration for this tease (as specified on page 1 hereof). If such amount is paid, this lease shall be In force and effect as to 
sU"Ch deeper depths, and said termination shall be delayed for an additional period d 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 fonn of a 
sci'uare with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description cl the acreage and/or depths nc( retained hereunder. The recorded release, or a certified copy of same, shall be filed In the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Off tee rules In effect on the date the release ts 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 end/or depths to be released hereunder end 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. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control c:I the leased 
premises shall drin as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage cl 
oil and gas from the leased premises. In addition, tf oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or In any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent In control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 
Only upon the detennlnation of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty 
under applicable statutory parameters satisfy the oor,gation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. II, after a good faith effort, Lessee Is prevented from complying with any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to compty with such covenants; additionalfy, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals In order to maintain this lease In effect during the primary tenn 
In the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tltia to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. tf Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. II the owner of the soil owns less than the entire undivided surface estate in the above 
descnbed land, whether or not Lessee's Interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise prcportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Offtee, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided Interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. II, during the primary term, a portion ol the land covered by this lease Is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or tf, at any time after the expiration of the primary tenn or the extended tenn, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms cl this lease during the primary term shall be 
calculated based upon the number cl acres outside the boundaries cl a pooled unit, 0<, tr after the expiration cl the primary term, the number cl acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil. 

22. AllTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by Its operations to all personal property, 
improvements, livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury Its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree or care and all proper safeguards to prevent pollution. Without 
limiting the foregoing , pollution or coastal wetlands, natural waterways, rlvera end Impounded water shall be prevented by the use or containment 
facilities sufficient to prevent spillage, seepage or ground water contamination In the event or pollution, Lessee shall use all means at its disposal to 
recapture all e::caped Hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so es to protect livestock against loss, damage or Injury; and upon 
complolion or obondonmonl of ony woll or wolls, Lossoo shall fill and level all slush pits and cellars and completely clean up the drilling site of oll rubblsh 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion or operations shall restore the surface of the land to as near its original cond1t1on and contours as 1s practicable. Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph, Lessee shall have the right lo remove machinery and fix1ures placed 
by Lessee on the leased promises, Including the right to drew end remove cosing, within one hundred twenty (120) days ofter the expiration or the 
termination or this lease unless the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not remove casing from 
any well capable or producing oil and gas in paying quantities Additionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice to the Commissioner or the General Land Office and to the owner or the soil The owner of the soil shall become the owner or any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms or this paragraph. 

27. (A) ASSIGNMENTS. Under lhe conditions contained In this paragraph and Paragraph 29 or this lease, the rights and estates or either 
party to this lease may be assigned, In whole or in part, and the provisions or this lease shall extend to and be binding upon their heirs, devisees, legal 
representa11vcs, successors and assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or Impair the effectiveness or any 
act performed by Lessee And no change or division In ownership of the lend, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner or the soil (or his heirs, devlsees, legal representatives or assigns) furnishes the Lessee with satisfactory wntten evidence of the change 
In ownership, Including the original recorded munlments of title (or a certrfied copy of such original) when the ownership changed because or a 
conveyance A total or partial assignment or this lease shell, to the extent of the Interest assigned, relieve and discharge Lessee or all subsequent 
obligations under this lease If this le~e Is assigned in Its enllrety as to only port or tho acreage, the right and opllon lo pay rentals shell be apportioned 
as betw en the several owners ratably, according to the area of each, end fallure by one or more or them to pay his share of the rental shell not effect 
this lease on the part of the lend upon which pro rate rentals ere timely paid or tendered, however, if the assignor or assignee does not file a certified 
copy or such assignment In the General Lend Office before the next rental paying date. the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to all obligations, babflities, and penalties owed to lhe Slate by the 
original lessee or any prior assignee or the lease, Including any hablhtles to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), If the owner or the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease Is void as of the lime or assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as if It were made to the owner or the SOii if the 
assignee Is 

(1) a nominee or the owner or the soil, 
(2) e corporation or subsidiary In which the owner of the soil is a pnnclpel stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership In Which the owner of the SOii is a partner or Is an employee of such a partnership, 
(4) a principal stockholder or employee of the corporation which Is the owner or the soil, 
(5) a partner or employee 1n a partnership which is the owner of the soil , 
(6) e fiduciary for the owner of the soil, Including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner or the soil, or 
(7) a family member or the owner or the soil or related to the owner or the sOII by marriage, blood, or adoption 

28. RELEASES. Under the condrt,ons contained In this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record e release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved or ell subsequent obligations as to acreage surrendered If any pert of this lease ls properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have occrued under this lease prior to the 
surrender of such acreage 

29. FILI NG OF ASSIGNMENTS AND RELEASES. If all or any part or this lease 1s assigned or released, such assignment or release must be 
recorded In the county where lhe land Is situated, and the recorded Instrument. or a copy of the recorded instrument certified by the County Clerk of the 
county In which the Instrument Is recorded, must be filed In the General Land Office wrthln 90 days of the last execution date accompanied by the 
prescnbed fillng fee If any such assignment Is not so filed, lhe rights acquired under this lease shall be subject to forfeiture at lhe option of lhe 
Commissioner of the Gonerol Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescribed land have been Included In this Instrument, 
Including the statement of the true consideration to be paid for the execution of this lease end the rights end duties of the parties Any collateral 
agreements concerning the development of oll and gas from the leased premises which are not contained In this lease render this lease Invalid 

31. FIDUCIARY DUTY. The owner or the soil owes the State a fiduciary duty end must fully disclose any facts affecting the State's Interest in 
the leased premises When the Interests of the owner of the sotl conntCt wrth those of the State, the owner of the soil Is obligllt8d to put the State's 
Interests befOfe his personal Interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after rt becomes due, or If Lessee or an 
authorized agent ahould knowingly make any false return or false report concerning production or drilling, or if Lessee shall fall or refuse lo drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee 
should fall to file reports In the manner required by law or fail to comply wnh rul and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the recofds pertaining to operations, or if Lessee or 
en authorized agent should knowingly fail or refuse to give correct Information to the proper authonty, or knowingly fail or refuse to furnish tho General 
Land omoe a correct log of any well, or if Lessee shall knowingly violate any of the matenal 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 nghts acquired under this lease shall be subject to forfeiture by the 
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Commissioner, and he shall forfeit same when sufficiently Informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
sub1ect to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as walVlng the automatic termination of this 
lease by operotlon of law or by reason of any special limitation arising hereunder Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the r1ghts of another intervene upon sotlsfactory evidence to the Commissioner of the General Land Office of future compliance with 
thl! provisions of the low and of this lease and the rules and regulallons that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first lien upon all oil and gas produced from the 
e,:ea covorod by this lease to secure pgyment of all unpgid royalty and other sums of money that may become due under thl lease By acceptance of 
this lease, Lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
express contractual lien on and securrty Interest In all leased minerals In and extracted rrom the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, Whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied This lien and security Interest may be foreclosed with or Without court proceedings In 
the manner provided In the Trtle 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commrssloner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this hen Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's ecttv1tlos upon the above-described property or from Lessee's acquisition of this lease 
Should the Commissioner at any time determine that thtS representation Is not true, then the Commissioner may declare this lease forfetted as provided 
herein 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this lease wrth any other 
leasehold or mineral interest for the exploration, development and production o( oll or gas or erthe< of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unrtlZlng of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52.154 The owner of the soil agrees that the 1nclus1on o( this provision in this lease satisfies the 
execuhon requirements stated rn Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and discharges the State or Texas and the owner of the soil, their officers, employees, partners , 
agents, contractors, subcontractors, guests, invrtees, and their respective 1uccaaaors and assigns, of and from all and any actions and causes of action 
o( every nature, or othe< harm, Including envlronmental harm, for which recovery of damages 1s sought , 1nclud1ng, but not hmrted to. all losses and 
expenses which are caused by the activities or Lessee, its o(ficers , employees, and agents ans1ng out o(, mcldental to, or resulting from, the operations 
of or for Lessee on the leased prem1Ses hereunder, or thet may arise out of or be occasioned by Lessee's breach of any of the terms or prOV1Slons o( this 
Agreement. or by any other negfigent or strictly liable act or omission o( Lessee Further, Lessee hereby agrees to be liable for. exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, llablht1es, losses, damages, actions, personal Injury (including death), costs and expenses, or other harm for wtuch recovery of damages 
is sought, under any theory Including tort, contract, °' strict liability, including attorneys' fees and other legal expenses , Including those related to 
environmental hazards, on lhe leased premtSes or In any way related to Lessee's fmlure to comply with any and all environmental laws; those anslng 
from or In any way related to Lessee's operations or any other c:J Lessee's activities on the leased premises, those arising from Lessee's use o( the 
surface o( the leased premises, and those that may arise out o( or be occasioned by Lessee's breach c:J any o( the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers. employees, partners, agents, contractors. subcontractors, guests, Invitees, and their 
respective successors and assigns Each assignee of this Agreement, or an Interest therein, agrees to be liable for, exonerate, 1ndemn1fy, defend and 
hold harmless the State of Texas and the owner of the soil, their officers. employees, and agents In the same manner provided above 1n connection wrth 
the act1v1t1es of Lessee, its offrce<s. employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREE.MENT SHALL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF Al'N PARTY OR PARTIES (INCLUDING THE NEGLIGE NCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any Wa3te, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials , or substances regulated as hazardous wastes , hazardous materials , 
hazardous substances ( s the term "Hazardous Substance• Is defined In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U S C Sections 9601 , et seq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenals"), except 
ordinary producta commonly used in connection wrth oil and gas ex:plorotion end development operations end 1t0<ed in the usual manner and quantrtles 
LESSEE'S VIOLATION OF THE FOREGOI NG PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH ANO DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS ANO DEFEND THE STATE OF TEX.AS ANO THE OWNER OF THE SOIL FROM ANO AGAINST 
Al'N CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, ANO COSTS (INCLUDING REASONABLE ATTORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY ANO REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION ANO DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF Al'N HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEX.AS ANO THE OWNER OF THE SOIL WRITTEN NOTICE OF Al'N BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM Al'N 
GOVERNM ENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. A PPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provrsion In this lease docs not confocm to these 
statutes, the statutes will prevail over any nonconforming lease provisions 

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

•• • . . . • 



. 38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed of record in the county records and 
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be th~ date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of necord in the off,ce of the 
County Cieri< in any county in which all or any part al the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy al this lease (which Is made and certified by the County Cieri< from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Add~lonally, this lease shall not be binding upon the Slate unless It 
recites the actual end true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

40. Rentals In the amount of$~ for years two and three of this lease have been prepaid. One haW (112) al this amount has been paid to 
the Lessor and one haW (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year In the amount al$ 59 882.93 has not been paid and W 
the fourth year rental is not paid then this lease will expire. One half (1/2) of the fourth year rental will be paid to the Lessor and one-hatf (1/2) will be 
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental end If the fourth year rental is paid, then no additional rentals are 
due under this lease. 

41. See "ADDEDNOUM TO LEASE" for additional provisions 

Lessee 

CHESAPEAKE EXPLORAT 0N LIMITED PARTNERSHIP, 

Henry J. Hood, Senior Vice President- Land and Legal and GeneralCounsel 

Chesapeake Operating, Inc., General Partner 

Title: _____________ _ 

Date:----------

STATE OF TEXAS 
James Robert Hill, Individually and as Co-Trustee 

~~~~-k-1 

STATE OF TEXAS 
Virginia Glenn Hill Lattimore, Individually and as 

o-Trustee j / /,i .-
< {( /t'<<"; 7-<c._ /./-t-;J 

Date: .'~-; V -. ( • J(; ( ] 

STA TE OF TEXAS 
Houston & Emma Hill Trust Estate 

• • • • • • • • • • • • • • • • • •• • • • • ••• • •• 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF OKLAHOMA ....-rri!,r 
This Instrument was acknowledged before me on the is~-/_,.,.,";:,day of...f_LjY.i.<'.J,::=-. 

I n 

behaff of said limited oartnernhip 

STATEOF~··-~-·-·~-··~-~:.-~-­

COUNTY OF·_"_·..,,_,_,,_,~· ~· .. ,-~_\.~>-

(INDMDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared James Robert Hill Individually and es certrustee of the Houston and Emma 

Hill Trust Estate on beha~ of said estate known to me to be the person whose name is subscribed lo the foregoing instruments as and acknowledged 

to me that he executed the same for the purposes and consideration therein expressed. - ·,. -:::.._ . . . 
.·'--·' day of . --'.. .. • .\. · • \,1. ·1 \ .• 1. 20.lJ.. 

\',: .. ;', (, ') ,· '\ 
.,.><_\\'. U 1 < (',_' . \'::>,I..·,.\ ::r; I\ ... , 
N~ Public in and for . -~~ , t • l,;j · }._, .. '( 

. t\ 
'· 

(INDIVIDUAL ACKNOWLEDGMENT) 
-·-

COUNTY OF , _...;..,. \ '- .:> .• ,._\. 

BEFORE ME, the undersigned authority, on this day personally appeared Viminia Glenn Hill Lattimore lndividualfy and 8$ c:o--trustee of the Houston and 
Emma Hill Trust Estate on behalf of said estate known to me to be the persons whose names are subscribed to the foregoing instrument. and 

acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

i _, "\. i 
Given under my hand and seal of office this the\'. .,_ .t·-- day of • --...•._,,,..__ '\:.~---(\ ... \ • ,,,.-20L.J. . 

..,~/~·~:~~~~t¢Agf~~~b's'" ,d\< ,', ,_1 ,(2, ;:~-_~.i--c-vL\~-, 
.• ~ •· SfATEOFTEXAS Not~ryPubliclnandforJ-t"'i \ • 1' ~}., f ·" .:,. 

j --... , -~·// .. C <= 06-?72009 --' -t ~.~ ;,.y ,~nm. '-"ti· - • 

_>-..~'7· ... ~~;,,..,_·,,...~~"t..~---=..,...c!. 
STATE OF • ~Le· , i • -" (INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared John A. Styrsky, Individually and as co-trustee of the Houston and Emma Hill 

Trust Estate on behatt of said estate known to me to be the persons whose names are subscribed to the foregoing instrument. and acknowledged to me 

that they executed the same for the purposes and consideration therein expressed. 

-:-ary-Public in and for ( ~'; . ., 0 ; · J · :j..., / c ->· 

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



ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated JanUJ1ry 22, 2007 by and between the STATE OF 
TEXAS, acting by and through its agent, James Robert Hill, Individually, and Co-Trustee, Virginia Glenn Hill Lattimore, 
Individually, and Co-Trustee, and John A. Styrsky, Co-Trustee of the Houston and Emma Hill Trust Estate, Owner of the 
Soil, and Chalfant Properties, Inc., Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

I. Lessee shall not use any existing water, whether from wells, tanks, poods or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and 
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled 
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event 
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural 
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet ofan existing water well located on the leased premises without Lessor's prior written consent. In the event 
lessee drills a water well on the Leased Premises and completes its use of same, upoo termination of Lessees use of said 
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee's intention to plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor's election to take 
over the ownership of said water well and in such event. Lessee agrees upon receipt of written request by Lessor to transfer 
said water well to Lessor as owners of the surface estate, upon Lessee's execution ofa written transfer instrument that 
includes Lessor's agreement to accept the water well 'AS IS' without any warranty and Lessor's agreement to assume all 
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to 
plugging of the well in accordance with any regulations of applicable governmental agency or agencies. 

2. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect. 

4. Lessee shall notify Lessor a minimum of24 hours before cutting any new road, ifnecessary, into or on the leased premises. 
5. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor's 

property at the expiration of this lease. 
6. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the grmmd. 
7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 

this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil. 
8. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 

which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased 
premises. 

9. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 

10. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soil, other land, and crops. 

11. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

12. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the 
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

13. !fall or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a 
copy of any such document. 

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms of any type upon or aaoss the herein described premises. 

15. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property 
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use 
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner 
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shall at Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Railroad Cornrnissioo of Texas, the Texas Natural Resources 
Conservation Commission or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surface . 

• • • • • • • • • • • • • • • • • • • • • • •• • • • • • • • • ••• • •• • -, 



16. A fier the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
in th is lease to the contrary, no portion of th is lease will tenn inate if Lessee continues to drill a well ( or wells) anywhere on 
the leas~· premi es with no more than one hundred and eighty ( 180) days between the release of the drilling rig on one well 
and the commencement of actual dri ll ing operations on a subsequent well (hereinafter referred to as" continuous drilling"). 
Upon the cessation of continuous drilling this lease shall tenninate in accordance with the other relevant provisions herein. 
l f, however, Lessee hos filed with the Texas Rnilrood Commission , no later thw, sixty (60) days prior to the expiration of the 
said 180-day period, al l requisite applications to drill the next well in the continuous drilling program, and Les ee is unable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be aJlowed such additional 
time as may be reasonably necessary to obtafo the authoriZlllion ru1d thereafler spud the subsequent well. 

17. l.n the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amount paid herein for such lost interest. 

• • • . . • • . • • • • • . . . .. . . . • ... . .. 
• . • • • . . . 
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Gonornl Land Office 
Rellnqulshmont Act Lease Form 

~ "'.'""· " '"m~'W''"· 

~ ustin, 'filexas 

.. Oil AND GAS LEASE . . .... .... . . .... THIS AGREEMENT is made and entered Into this 2~ day of January , 2007, between the State of Texas, acting 

• by and through ,ts ag nt, Dorothy Jean Keenom. lnd1v1dually and as sole trustee o( the Thomas Hill Puff Trust and the Nancy Puff Jonea Trust and . . . 
• • •. ent ror the State of Texas or J 320 Lake Street Fort Worth, TX 76102 

said agent herein referred to as the owner of the soil (whether one or more), and CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an 
• Oklahoma limited partnership, o( PO Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee 

... . .. 
1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 

perlormed by Less under this lease, the State or Texas acting by and through the owner or the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose or prospecting and drilling for and producing oil and gas, laying p,pe lines, building tanks, stonng otl and building power 
stations, telephone llnes and Olher struclures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in Culberson County, State of Texas, tc:>-wrt 

Block 61, Township 2, T&P RR Co Survey 
Section 14 All 

Containing __ 70 acres , more or less The bonus consideration paid for this lease is as follows 

To the State of Texas Twenty Thousand Six Hundred Eighteen and 891100 
Dollars (S 20.618 89 l 

To the owner ol the soil Twenty ThousMd Six Hundred Eighteen and 89/100 

Dollars ($ 20,618 89 ) 

Tcxal bonus consideration. Forty One Thousand Two Hundred Thirty seven and 781100 
Dollars ($ 41.237,78 l 

The total bonus consideration paid represents a bonus ol Three Hundred Two Dollars ($302 00) per acre, on 136 548958 net acres 

2. TERM. Subject to the other provisions In lhis lease, this lease shall be for a term of EIYE ( 5 l years from 
lhls dale (herein called "primary lerm") and as long thereafter as oil and gas, or either o( them, is produced In paying quantities from said land As used 
,n this lease, the term "produced in paying quantities· means that the receipts from the sale or other authonzed commercial use of the substance(sl 
covered exceed out of pocket operational expenses for the six months last past 

v 



3. pELAY ·Re:NTALS. If no well ls commenced on the leased premises on or before one (1) year from this date, this lease shall tem,inate, 

ur,less on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the THIS IS A PAID UP LEASE· SEE 

Or its successors (which shall continue as the depository regardless of changes In the ownership of said land), the amount specified below; in adcfrtion, 

L.;.see shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 

or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege cl deferring the commencement cl a well for 

one (1) year from said date. Payments under this paragraph shall be in the following amounts: 
To the owner of the soil: ____________________________ _ 

(Dollars $ _________ _, 
To the State of Texas: _____________________________ _ 

(Dollars $, ________ _, 

Total Delay Renlal: -,-----------,-------------------
(Dollars $•-----,,---,---_, 

In a like manner and upon like payments annually, the commencemenl of a well may be further deferred for successive periods of one (1) year each 
during the primary term. All paymenls or tenders of rental to the owner of the sc,;1 may be made by check or sight draft of Lessee, or any assignee of this 
lease, and may be delivered on or before the rental pay date. If the bank designated In this paragraph (or Its successor bank) should cease to exist, 
suspend business. !quidate, fail or be succeeded by another bank, or for any reason fail to refuse to accept remal, Lessee shall not be held In default for 

: •. failure to make such payments or tenders of rentals until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable Instrument 
• •ti!Jiming another bank as agent to receive such payments or tenders . 
••• • • • • • • 11. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-ha~ (1/2) of the royalty provided for In 

• this lease to the Commissioner of the General Land Office of the State cl Texas, at Austin. Tex.as, and one-half (1/2) cl such royalty to the owner cl the 

••• •$"'ii: 
, • • (A) OIL Royalty payable on oil, which Is defined as Including all hydrocarbons produced In a fiquid form at the mouth of the well and also as 

all condensate. distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 22 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 determined by 1) the highest posted price, plus premium, W any, offered or paid for oil, condensate, distillate, or other liquid 
• • ~ydrocart,ons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 

•.•.~~id In the general area where produced and when run. or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed in a plan!, It will be run free of cost to the royalty owners through an adequate oil 
and gas separator of corwenlional type, or other equipment at least as efficienl, so that all liquld hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocartJons and gaseous substances not 
defined as oil In subparagraph (A) above, produced from any well on sakt 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 22 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 the greater; 
provided that the maximum pressure base tn measuring the gas under this ~se shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shan be sixty (60) degrees Fahrenhe~. correction to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the lime of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 22 5% part of the residue gas and the liquid hydrocarbons exlracted 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 Imm this lease, and on fifty pereenl (50%), or that pen:enl accruing to Lessee, whichever Is the 
greater, of the total plan! production of liquid hydrocarbons attributable to the gas produced from this lease; provided that W liquid hydrocarbons are 
recovered from gas processed in a plant In which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%} or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at am,'s length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts In 
the Industry), whichever Is the greater. The respective royalties on residue gas and on liquid hydrocart,ons shall be determined by 1) the highest market 
price paid or offered for any gas (or Uquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross seQing price for the respective grades of liquid hydrocarbons), whichever Is the greater. In no even~ however, shaD 
the royalties payable under this paragraph be less than the royalties which wouki have been due had the gas not been processed. 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be •casinghead,• •dry,• or any other gas, by fractionating, burnmg or any other processing shall be~ 

--------------------~-------------------~Part d the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for 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. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royatties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, Ulere shaft be 
due and payable on or before the last day r:I the month succeeding the anniversary date of this lease a sum equal to the total annual rental Jess the 
amounl of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay remal amoui,tcthenforthe purposes cl this 
paragraph, the delay rental amount shall be one doHar ($1.00) per acre. IF rreEARS THES" co,'"' c0c,,n c,,"< 

ATIEST: CO"} 
!NOA,.~ oc:t.'.LD.CO'Y,:YCLERK 

CUL.b[ij01~ COL.:Nn', TLXAS 
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6. ROYA LTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the ~Oii or the 
Commissioner of the General Land Office may, at the option of either, upon not lass than sixty (60) days notice to the hold r of the lease, requlfe that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commissioner of the General 
Land Office's ritlht to take its royalty In kind shall not diminish or negate the owner o( the soil's or the Comm~loner o( the General Land Office's rights 

oi Lessee's obligations, whether express or implied, under this lease 

1. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (Including those paid In kind) shall be without deduction for 
the coat of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil. gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 

for severance taxes and production related costs 

e. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used 10 process gas produced hereunder In any processing plant Notwithstanding any other provision of this lease, and subject to the wrrtten consent or 
the owner of the soil and the Commkssloner of the General Land Office, Lessee may recycle gas for gas hf\ purposes on the leased premises or for 
Injection Into any otl or gas producing formation underlying the leased premises after the liqutd hydrocarbons contained In the gas have been removed, 
no royalties shall be payable on the recycled gas unlll it Is produced and sold or used by Lessee In a manner which entitles the royalty owners to a 

royalty under this lease 

9. ROYALTY PAYMENTS AND REPORTS. All royalties ncx 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 tn the rules set fonh In the Texas Reg11ter Rules currently provide that royalty on oil 
• • JS due and must be received In the General Land Office on or before the Slh day o( the second month succeeding the month of production, and royalty 
• • ttt gas Is due and must be received in the General Land Offtee on or before the 15th day o( the second month succeeding the month of production, 

• • • ompanled by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
• • • ~ nd showing the grogs amount and d11pos11ton of all oil and gas produced and the market value o( the oil and gas, together wrth a copy of all documents, 

• records or reports confirming the gross production, dtSpoaitlon and market value including gas maier readings, plpettne receipts , gas hne receipts and 
• • ~ ther checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 

• • • • w°hlch the General Land Office may require to verify the gross production, disposltlon and market value In all cases the authority o( 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 other remittance advice showing by the assigned General Land Office lease number the amount o( royalty being paid on each lease If Lessee pays 

• his royalty on or before thirty (30) days afler the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25 00, whichever Is 
• • '7reater A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whichever Is greater. In addition 

•. •. J a penalty, royalties shall accrue lnterMt at a rste of 12% per year; such Interest Wiii begin to IICCl\le when the royalty Is sixty (60) days overdue 
Affidavi ts and supporting documents which are not filed when due shall Incur a penalty In an amount set by the General Land Offloe administrative rule 
which rs effective on the date when the affidavits or supporting doet.1ments were due. The Lessee shaft bear all responsibi.hty for paying or causing 
royalties to be paid as prescnbed by the due date provided herein. Payment or the delinquency penalty shall In no way operste to prohibit the State's 
right of forf01ture as provided by law nor act to postpooo the date on which royallies were originally due The above penalty provisions shall not apply In 
case! of tale dJSpu1e as to the State's portion d the royalty or to that portion <:I the royalty tn d,spute as to rair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner o( the General Land Office 
with its best possible esllmate a oil and gas reserves underlying this lease or allocable to this lease and shall furnish satd Commissioner with copies of 
all contracts under which gas ts sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contracts. agreements or amendments Such contracts and agreements when received by the General Land Offtee shall be 
held In confidence by the General Land Office unless otherwise authorized by Lessee All other contracts and records per1ainlng to the production, 
transportation, sale and marketing of the oil and gas produced on said premtSes, Including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters. and pipelines shall at all times be subject to inspection and examination by the Comm~ioner o( the General Land omoe. the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wrrtten noltCe of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, r&-entry, temporary abandonment or plug and abandonment o( any well or 
wells Such wntten notice to tho General Land Off1co shall Include copies of Rarlroad Commission forms for application to dnll Copies of well tests, 
completion reports and plugging reports shall be supplied to the Gene<al Land Office at the time they are filed With the Texas Railroad Commission All 
applications, permits, reports or other fihngs that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Rsilroad Commission or any other governmental agency shall inctude the word "State• In the ltlle Additionally, in accordance with Railroad Comm,ssion 
rules, ony signage on the leased premises for the purpose d identifying wells, tank bottel'les or other associated improvements to the land must also 
include the word "State· Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores , or Olher 
Information relatlve to the operation of the above-descnbed prermses, which may be requested by the General Land Offtee, 1n addrlton to those herein 
expressly provided for Lessee shall have an electrical and/or radloactJvtty survey made on the bore-hole section, from the base of the surface casing to 
the tot I depth of well, o( all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after lhe making of said survey 

(C) PENAL T IES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed In the General Land Office when 
due The penalty for late fihng shall be set by the General Land Office administrative rule which tS effective on the date when the materials were due In 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof end prior to discovery and 
production of oil or gas on said land, Lessee should dnll a dry hole or holes thereon, or if during the primary term hereof and afler the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause. this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences addltlonal 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, a 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 until the expiration of the primary term, and if ~ has not resumed 
production in paying quantities at the expiration or the primary term, Lessee may maintain thrs lease by oonductlng i tJOffal dnlUng or reworking 
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operations pursuant lo Paragraph 13, using the expiration o( the primary term as the date o( cessation of production under Paragraph 13 Should the first 
well or any aubsequent well drilled on the above described land be completed as a shut-In oll or gas well within the primary term hereof, Lessee may 
resume payment or lhe 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 d le o( completion o( such shut-In oil or gas well and upon the failure to make such payment, this le~e shall Ipso facto terminate. If et the 
e){plratlon of the primary term or any lime thereafter a shut-In oil or gas well is located on the leased premises, payments may be made In accordance 
with the shut-in provtSions hereof 

• 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at Lhe expirat ion of lhe primary telTTl, neither Oii nor gas Is being 
produced on said land, but Lessee Is th n engaged In drilling or rewoolng operations thereon, this lease shall remain In force so long as operations on 
sak:I well or for drilling or reworldng of any addttlonal wells are prosecuted In good farth and In wori<manlike manner wrthoul interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the produciion o( oH and/or gas, so long thereafter as oil and/or gas 15 produced 
in paying quantities from said land, or payment of s hut-in Otl or gas well royalties or compensatory royalties Is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oll or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional driHlflg or reworking 
operations wtthln 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 
farth and In workmanlike manner without Interruptions totaling more than s1Jcty (60) days If such drilling or rewoolng operations result In the production 
of oil or gas, the lease shall remain in full force and effect for so long as 0tl or gas Is p(oduced from the leased l)(emlses In paying quantities or paym nt 
of shut-In oll or gas well royalties or payment o( compensatory royalties Is made as provided herein or as provided by law. If the dnlllng or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate if the Lessee commencea edd1llonal dnlling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this tease shall remain in effect so long as L9$See continues drilling or 
reworking operations 1n good faith and In a workmanh e manner wtthout interruptions totaling more than sixty (60) days. Lessee shall give wrrtten notice 

: • • to the General Land Office within thirty (30) days of any cessation o( production .... 
• • • • 14. SHUT -lN ROYALTIES. For purposes o( lhtS paragraph, "weir means any well that has been assigned a well number by the state agency 

• ••• aavlng Jurisdiction over the production of 011 and gas If, at any time after the expiration of the pnmary term of a lease that, until being shut in, was being 
• maintained in force and effect, a well capable of producing oil or gas In paying quan1"1es Is located on Iha leased l)(emises. but oil Of gas Is not being 

• • produced for lack of suitable production facilrt1es or lack of a surtable market, then Lessee may pay as a shut-in Otl or gas royalty an amount equal to 
•. • . '1 uble the annual rental prOV1ded in the lease. but not less than $1,200 a year for each well capable of producing oil or gas In paying quantities If 

Pa<agraph 3 ci this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shaU be one dollar 
($1 00) per acre. To be effective, each lnrt lal shut-In oll or gas royalty must be paid on or before (1) the expiration of the primary term, (2) 60 days after 

• the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days after Lessee completes I dnlhng or reworldng ope1ation In accordance 
• • ~ th the lease provisions, whlchev r date is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Offrce and one-

•. •. b Jf (1/2) to the owner of the son If the shut-In oil or gas royalty ts pa,d, the lease shall be considered lo be a producing lease and the payment shall 
extend the term o( the lease for a period o( one year from the end o( the primery term, or from the first day o( the month following the month in which 
production ceased, and, after that, if no suitable P<oductlon facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two 
more successive penods of one (1) year by paying the same amount each year on or before the exp1rat1on of each shut-ln year 

15. COMPENSATORY ROYALTIES. If, during lhe period the lease Is kept In effect by payment ci tha shut-In oll 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 p(emlses and completed in the same producing 
reservotr, or In any case In which drainage Is occurring, the nght to continue to ma1nta1n the lease by paying the shut-In oll or gas royalty shall cease, but 
the lease shall remarn effective for the remainder of the year for which the royalty has been paid The Lessee may mainta n the lease for four more 
succeulve years by Lessee paying compensatory royalty at the royalty rate provided in the lease o( the market value of production from the well causing 
the drainage or which Is completed 1n the same producing reservotr and within one thousand (1,000) feet o( the leased premises The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner o( the General Land Office and one-half (1/2) to the owner o( the soil, beginning on or 
bofore the last day of the month following the month In which the oil or gas tS p(oduced from the well causing the dra nage or that Is compleled 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-monlh period 
Is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay en amount equal to the difference wrthin thirty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not timely paid wiU eccrue penalty and int8fest in acc«dance With Paragraph 9 o( this 
leaso None of these provisions will relieve Lessee of the obligation o( reuonabla development nor the obligation to dnU offset wells as provided in 
Texas Natural Resources Code 52 173, however, at the determina1ion ci the Commissioner, and wrth the Commissioner's wntlen apl)(oval, the paymenl 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RET AINEO ACREAGE. Notwrthstanding any prOV1Slon of this lease to the contrary, after a well producing or capable of producing 011 or 
gas has been completed on the leased p(emlses, Lessee shall exercise the diligence of a reasonably p(udent operator In drilltng such additional well or 
wells as may be reasonably necessary for the proper development o< the leased premises and In marketing the production lh«eon 

(A) VERTICA L. In the event thls lease is In force and effect two (2) years after the expirabon date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of p(oducing In paying quantrtles and 320 acres 
surrounding each gas well capable of producing In paying quantrt1es (including a shut-in oO or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee ls then engaged In continuous drilllng or reworking operations, or (2) the numb« o( acres Included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, °' (3) such greater °' lesser number ci acres as may then be allocated for P<oductlon 
purposes to a prorauon unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having Jurisdictlon If at any lime atler the effective date of the partial termination provisions hereof, the 
appl~ble field rules are changed or the w II or wells located thereon are reclassifled so that less acreage Is thereafter allocated to sak:I well or wens for 
production purposes, thrs lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of Ihm lease as to a portion o( the lands covered hereby, Lessee shall neverthel s continue to have the right ci Ingress 
to and egress from the lands stm subject to this lease for all purposes descnbed In Paragraph 1 hereof, togelhe< wllh easements and rights-of-way for 
existing roads, exrstlng pipelines and other existing facHJties on, over and across all the lands descnbed In Paragraph 1 hereof ('°the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oll, gas and other minerals produced from the retained lands 
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(B) HORIZONTAL. In the event this lease Is In fOl'ce and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter •deeper depths1 In each well located on acreage retained In 
Paragraph 16 (A) ab<MI, unless on °' before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of lhe 
bonus Ol'iginalty paid as consideration fOI' this lease (as specified on page 1 hereof). If such amount Is paid, this lease shall be In force and effect as to 
soch d per depths, and said termination shall be delayed for an add1llonal period of two (2) years and so long thereafter as oil OI' gas is produced In 
paying Quantities from such deeper depths covered by this lease. 

• (C) IDENT IFICATION ANO FILING. The surface acreage retained hereunder as to each w II hall. as nearly as practical, be In the form or a 
square with the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and recOl'd a release or releases containing a satisfactory 
legal deacription c:A the acreage and/or depths not retained hereunder The recorded releas • or a certrfled copy of same. shall be filed In the General 
Land Office, accompanied by the filing fee proscribed by the General Land Office rules in effect on the date the release Is filed If Less fails or refuses 
to execute and record such release OI' releases within ninety (90) days afte< being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wnuen Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's exp nse In the county or counlies 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 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid, or to be paid, under this lease shall refieve Lessee ex hrs obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver OI' other agent ,n control ci the leased 
premis shall drill as many wells as the facts may Justify and shan use appropriate means and drill to a depth necessary to prevent undue drainage ci 
oil and gas from the leased premrses In addition. If oil end/OI' gas should be produced In commercial quentitlee Within 1,000 feet of the leased premises, 
or In any case where the leased premises ls being drained by proclucllon of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good farth begin the drilling of a well OI' wells upon the leased premises Within 100 days after the draining well or wells or the 

! •• ~ II or wells completed wrthin 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence 
• • • nly upon the determination of the CommiMloner ci the General Land Office and with his wriUen approval may the payment d compensatOf'Y royalty 

• • • • '-Ind er applicable statutory parameters satisfy the obligation to dnll an cifsec well or wells required under this paragraph 

• • • 18. FORCE MAJEURE. If, after a good farth effort, Lessee is prevented from complymg wrth any express or implied covenant of this lease, 
• . •. sfom conduci1ng drilling operations on tho leased premises, or from producing oil or gas from the leased premises by reason of war. rebellion. riots. 

stnkes, acts of Goel, or any valid order, rule or regulation of government authOl'rty, then while so prevented, Lessee's obhgatlon to comply with suc h 
covenant shall be suspended and Less shall not be liable for damages for failure to comply wnh such covenant.s; eddltionally, this lease shall be 

• xt nded while Lessee is prevented. by any such cause, from conducting drUJing and reworking ope<Blions or from producing oil OI' gas from the leased 
• • Pf'&mises. However, nothing in this paragraph shall suspend the payment of delay rentals in O'der to malnlaln this lease in effect during the primary term 

• • • • lrf the absence of such drilling or reworking operations or production of oil OI' gos 

19. WARRANTY CLAUSE. The owner of the soil warranll and agrees to defend title to the leased premtSes If the owner of the soil defaults 
In payments owed on the leased premlsea, then Lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage, 
taxes °' other liens on the leased premises If Lessee makes payments on behalf d the owner of the sol under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner ci the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner ol the 1 0 11 owns leas than th• entire undlVldod surfaca eatate In the above 
described land, whether or not Lessee's interest ls specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the propOl'llon which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office ci Iha State of Texas shall be likewise proportlonalety reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorued rep,eaentative must submit to the Commissioner of the 
General Land Office a wntten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the sotl The CommiSsloner of the General Land Office shalt be paid the value of the whole production allocable to any undivided 
interest not covered by a lease. less tho proportionate development and production cost allocable lo such undivided lnleresL However, In no event shall 
the Commissioner c:A the Gen&l'al Land Office receive as a royalty on the gross production allocable to the und1Vlded interest not leased an amount less 
than the value of one-sixteenth (1/16) ci such gross production 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a pOl'tion ci the land covered by this lease is included wrthin the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the sotl In accOl'dance with Natural Resources Code Sections 
52.151-52.154, or If, at any time after the expll'atlon of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according lo the number of acres pooled, released, 
surrendered, or otherw,se severed. so that payments detennined on a per acre basis under the tenns of this lease during the pnmary term shalt be 
calcolated based upon the number ci acres out.side the boundaries ci a pooled unit, OI', if after the expiration d lhe primary term. the number ci acres 
actually retained and covered by this lease 

21 . USE OF WATER. Lessee shalt have the nght to use water produced on said land necessary fOI' operations under this lease except water 
from wells Of tanks or the owner of the SOii, provided, however, Lessee shall not use potable water or water suitable fa-' livestock or Irrigation porpo&es 
for waterflood operations w ithout the pnOI' consen1 of the owner of the soil 

22. AUTHORIZED DAM AGES. Lessee shan pay the owner of the sOII fOI' damages caused by ,ts operalons to all personal property, 
improvements, livestock and crops on said land 

23. PIPELINE DEPTH. When reQuested by the owner of the SOii, Lessee shall bury ,ts ptpehnes below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises Without 

the written consent of the owner of tho soil 



25. POLLUTION. In developing this area, Lessee shall use the highest degree d care and all proper safeguards to prevent pollution. W(hout 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use or containment 
facilrt1es sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at rts disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible ror all damage to public and private properties. Lessee shall build and 
maintain rences around rts slush, sump, and drainage prts and tank batteries so as to protect livestock against loss, damage or injury, and upon 
completion or abandonment al any well or wells, Lessee shall fill and level all slush prts and cellars and completely dean up the dnlllng sited all rubbish 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises rree of all rubbish, cans, bottles, paper cups or garbage, 
aod upon complellon of openuions shall restore the surface al the land to near Its orioinal condition and contours as IS practicable T nks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPM ENT. Subject to limrtatJons in this paragraph, Lessee shall have the right to remove machinery and rlxlures placed 
by L see on the leased premises, Including the right to draw and remove casing, within one hundred twenty (120) days aflOf the expiration or the 
temiination a( this lease unless the owner a( the soil grants Lessee an extension d this 120-<tay period However, Lessee may not remove casing from 
any well capable d producing oil and gas In paying quantities Additlonally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice to the Commissioner or the General Land Office and to the owner d lhe soil The owner d the soil shall become the owner of any machinery, 
fixtures , or casing which are not timely removed by Lessee under the terms d this paragraph 

27. (A ) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates d etther 
party to this lease may be assigned, In whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devlsoos, legal 
representatives, successors and assigns. However, a change or dlVlslon In ownership d the land, rentals, or royalties w ill not enlarge the Obligations or 
Lessee, diminish the rights, privileges and estates d Lessee, Impair the effectiveness d any payment made by Lessee or Impair the effectiveness d any 
act performed by Lessee. And no change or division In ownership of the land, rentals, or royalties shall bind Lessee for any purpose un1il thirty (30) days 

• • after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence or the change 
• • .fr, ownership, Including the original recorded munlments d title (or a certified copy or such origlnaQ when the ownership changed because d a 

• • • conveyance A total or partial slgnm nt d this lease shall, to the ex1ent d the Interest assigned, relieve and discharge Lessee d all subsequent 
• • • • tibllgatlons under this lease If this lease Is assigned in its en1irety as lo only part d Iha acreage, the right and option to pay rentals shall be apportioned 

• as between the several owners ratobly, according to the area of each, and failure by one or more of them to pay his share d the rental shall not affect 
• • Uiis le se on tho part or tho lend upon which p<o rote rentela are timely paid or tendered, however, if tho DHlgnor or 11Ulgnae doos not file II certified 

• . • . d)py d such assignment in the General Land Of I08 before the next rental paying date, the entire lease shall terminate ror failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabUities, and penalties owed to the State by the 
onglnat lessee or any prior assignee ex the lease, Including any llabilrties to the Slate ror unpaid royalties 

• •• (8) ASSIGNMENT LIMITATION. Notwithstanding any provision 1n Paragraph 27(a). If the owner d the soil acquires thlS lease In whole or ,n 
• • • • p rt by assignment without the prior written approval of the Commissioner d the General Land Office, this lease is void as d the time d assignment and 

the agency power or the owne< may be forfeited by the Commissioner An assignment wiU be treated as if it were made to the owner of the soil If the 
assignee Is 

(1) a nominee d the owner d the soil, 
(2) a corporation or subsidiary in which the owner d the soil Is a principal stockholder or IS an employee d such a corporatton or subsidiary, 
(3) a partnership in which the owner d the soil Is a partner or Is an employee a( such a partnership, 
(4) a principal stockholder or employee or the corporation whlCh IS the owner of the soil, 
(5) a partner or employee in a partnership which Is the owner or the soil . 
(6) a fiduciary ror the owner of the soil, including but not llmited to a guardian, trustee, executor, administrator, receiver, or coose<Vator ror the 
owner or the soil, or 
(7) a family member c:J the owner d the s0tl or related to the owner c:J the soil by mamage, blood, or adoption. 

28. RELEASES. U nder the conditions contained in this parag raph and Paragraph 29, Lessee may at any ume execute and del1ver to the 
owner d the soil and place or record a release or releases covering any portion or portions d the leased premises , and thereby surrender this lease as 
to such portion or portions, and be relieved or all subsequent obligations as to acreage surrendered If any part d this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender: however. such release will not relieve Lessee a( any liabilttles which may have accrued under this lease prior to the 
surrender o( such acreage 

29. FILING OF ASSIG NMENTS AND RELEASES. If all or any part or this lease is assigned or released, such assignment or release must be 
recorded In the county where the land Is situated, and the recorded Instrument. or a copy of the recorded Instrument certified by the County Clerk of the 
county In which the instrument is recorded, must be filed in the General Land Office wrthln 90 days of the last execution date accompanied by the 
prescnbed filing ree. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to rorrerture at the opllon d the 
Commission r d the General Land Office 

30. DISCLOS URE CLAUSE. All proV1Slons pertaining to the lease ex the abov&-descnbed land have been Included In this Instrument. 
Including the statement of the true consideration to be paid ror the execution d this lease and the rights and duties al the par11es Any collateral 
agreements concerning the devek>pment of oil and gas from the leased premises which are not contained In this lease render th1S lease Invalid 

31. FIDUCIARY DlTTY. The owner d the soil owes the Stoia a nduciary duty and must fully disdosa any facts affecting the State's interest in 
the leased premises When the 1ntl!fests a( the owner a( the soil confllCt with those a( the State, the owner a( the soil Is obligated to put the State's 
interests before his personal Interests 

32. FORFEITURE. Ir Lessee shall rail or refuse to make the payment d any sum within thirty days afle< h becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning produci lon or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner d the General Land Office, or if Lessee 
should rail to file reports In the manner required by law or fafl to comply with rules and regulation.a promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or 1f Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorizod gent should knowingly rail or refuse to g ive correct inrormatioo lo the proper authority, or knowingly fall or refuse to furnish the General 
Land Offlce a correct tog d any well, or if Lessee shall knowlngly violate any of the material provisions d this lease, or if this lease la assigned and the 

assignment is not filed in the General Land Offtce as required by law, the nghts acquired under this lease shall be~rr ~ forf~ lure by the----~ 
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Commissioner, and he shall forfeit same when sufficiently lnfOf'med of the facts which authOf'lze a forfeiture, and when forfeited the area shall again be 
subject 10 lease under l he 1erms of lhe Rellnqulshmenl Aci However, nolhlng herein shall be conslrued as waiving lhe aulomallc lermlnatlon of lhls 
lease by operallon of law or by reason of any special limitation arising hereunder Forfe,lures may be set aside and this lease and all rights !hereunder 
reinstated befOf'e the rights of another intervene upon satisfactory evidence to lhe Commissioner of the General Land Office of future compliance with 
th·e provisions of the law and or this lease and the rules and regulations thal may be adopled relatfve hereto 

33. LIEN. In accOf'dance with Texas Natural Reeources Code 52.136, lhe State shall have a first lien upon all oil and gas produced from lhe 
ar.ea covered by this lease lo secure paymenl of all un~ld royalty and other sums of money lhal may become due under lhls lea e By acceplance of 
lhls lease, Lessee grants the Stale, In add1llon 10 the llen provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
expross contractual lien on and security Interest In all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such procoods are held by Lessee Of' by a third party, and all fixtures on and Improvements to the 
leased premises used In connectlon with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due °' to become due under this lease and to secure payment of any damages or I01s that LessOf' may suffer by reason ct Lessee's breach of 
any covenant Of condition or this lease, whether express Of' implied This Ii n and security Interest may be foreclosed with Of' wilhoul court proceedings In 
the manner provided in the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary lo acknowledge, attach or perfect this lien Lessee hereby represents that there 
are no prior °' superior liens arising frOf'n and relating to Lessee's activities upon the aboV&-described property or from Lessee's acquisition of this lease 
Should the Commissioner at any lime dotcrmino that thtS repre,entation rs not true, then the COf'nmiss1onef may declare lhls lease forleiled as provided 
herein 

34. POOLING. Lessee Is hereby granted the nghl to pool Of' unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold °' mineral interesl fOf' lhe exploration, development and production of oil or gas or either of them upon the same terms as shall be approve<! 

• • by the School Land Board and the COf'nmlssloner of the General Land Office for the pooling or unitlzlng of the inleresl of the State under this lease 
• • i,tirsuant to Texas Natural Resources Code 52 151-52. 154 The own« c:A the soil agrees that the Inclusion c:A this provision lo this lease sattSfies the 
• • • • ~i ecutlon requirements stated 1n Texas Natural Resources Code 52.152 .... 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner or the soil, their offlc8f'S, employees, partne<a, 
• • 419ents, contractors, subconlractora, guests, Invitees, and their respective auccesson1 and assigns, of and from all and any actions and causes of action 

•.•. Iii every nature, or other harm, Including environmental harm, fOf' which recovery o( damages ls sought, Including, but not limited lo, all losses and 
expenses which are caused by the actlv1tl of Lessee, its offlcera, employees, and agents arising out of. inCldental to, or resulting from, the operations 
of Of' f0< Lessee on the leased premises hereunder, or that may arise ou1 c:A or be occasiooe<I by Less 's breach of any of the lerms or provisions of lhis 

• Agreemenl, or by any olher negligenl or strictly liable act er omission c:A Lessee Further, Lessee hereby agrees lo be liable for, exooerale, Indemnify, 
• • Defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 

• • • • f11ld all claims, liabilities, losses, damages, actions, personal Injury (Including dealh), C06ts and expenses, or other harm for which recovery of damages 
ls sought, under any theory Including tort, contract, or strict Habihty, including attorneys' fees and other legal expenses, including lhose related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws, those arising 
from or In any way relate<! lo Lessee·s operations or any other c:A Lessee's aclJvities on the leased premises, those arising from Lessee's use c:A the 
surface of the leased premises, and those thal may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any olher acl Of' Of'niss1on of Lessee, its directors, officers. employees, partners, agents, contractors, subcontractors. guests, lnV1tees, and their 
respective successors and assigns Each assignee of lhis Agreemenl, or an lnleresl therein, agrees lo be Uable for, exonerale, indemnify, defend and 
hold harmless lhe State of Texas and the owner c:A the soil, their officers, employees, and agents In the same manner provided above in connection with 
Iha aciJVllJes of Lessee, its officers, employees, and agents as descnbed above. EXCEPT A S OTHERWISE E.XPRESSL Y LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMEPIT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIA BILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONM ENTAL HAZARDS. Lessee shall use lhe high t degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including &Oil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmenlal me<11um in, on, or under, lhe leased prem,ses, by any waste, pollutant, or conlamlnanL Lessee shall not bring er permit to remain on 
lhe leased prem,ses any asbeslos containing materials. explosives, loxlc molerlals, or subslances regulated as hazardous wastes, hazardous matenals, 
hazardous subslances (as the term "Hazardous Substance· Is defined In lhe Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S C. Sections 9601 , et seq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used In connoction with oil and gas explOf'ation and development operations and stored In the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER A ND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM A ND AGA INST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CA USED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHA LL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION A ND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREM ISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASS UMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR MN OTHER ENVIRONM ENTAL LAW OR REG ULATION. LESSEE SHA LL IMMEDIATELY 
GIVE THE STATE OF TEXAS ANO THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICA BLE LAW. This lease is issued under the proV1S1oos of Texas Nalural Resources Code 52.171 lhrough 52 190, commonly 
known as the Relinquishment Act, and other applicable sl alutes a.nd amendments thereto, and ,r ony provision lo this tease does not conform to these 
atatulM, the atatu1es will prevail over any nonconforming lease provisions 



•• • • 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed of record in the county records and 
In the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective date 
of this lease. shall be the.date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Cler1< In any county in which all or any part of the leased premises is located, and certified copies thereof must be filed In the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Cler1< from his records) is filed In the 
G~neral Land Office In accordance with Texas Natural Resources Code 52.183. Addltlonally, this lease shall not be binding upon the State unless It 
recites the actual end true consideration paid or promised for execution of this lease. The bonus due the Stale and the prescribed filing fee shall 
accompany such certified copy to the General Lend Office. 

40. Rentals in the amount of$ 273 09 for years two and three of this lease have been prepaid. One haW (112) of this amount has been paid 
to the Lessor and one haW (112) has been paid to the STATE OF TEXAS. Rental for the fourth year In the amount of$ 27 446 34 has not been paid 
and W the fourth year rental is not paid then this lease will expire. One haW (112) of the fourth year rental will be paid to the Lessor and one-haW (1/2) will 
be paid to the State of Texas. Rental for the frfth year is included in the fourth year rental end W the fourth year rental is paid, then no addition al rentals 
ere due under this lease. 

41. See "ADDEDNDUM TO LEASE" for additional provisions 

Lessee 

CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, 

• ••• "OSahoo,a "'"7.-L: •••• • • •••• 
• 

••• • • • ••• 

• 

BY: Yc.5./ 1,JIV UA-P" 

Henry J. Hood, Senior Vice President - Land and Legal and GeneralCounsel 

Chesapeake Operating, Inc., General Partner 
• •• • • • ••• Title:--------------

Date:---------

ST A TE OF TEXAS 
Dorothy Jean Keenom, Individually end as sole trustee of the Thomas Hill Puff Trust 
and of the Nancy Puff Jones Trust 



STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF.OKLAHOMA /U .. A l 
~his instrument was acknowledged before me on the is t.):!. ~ay of ;fl~o1, by Henry J Hood os Senior Vice 

President - Land and Leaal & General Counsel cl Chesapeake Ooerating Inc .. as General Partner of Chesapeake Exploration Limited Partnership on 
,11111 ti 111 ,,,, 

beha~ of said fimijed partneohip ,,,,,''c"' A. .. ,,,,,, 
~ ~G .... - .. _ ro~;,~ 

STATE OF_--=T.::E::.:XA=S ____ _ 

COUNTYOF_T=ARRAN====~T~~~ 

s'tJ; ... ~~'( POlf,-._J,i,,\ 
.,, (c .··o <'""JG' ,::. ~ ,--~ # 04007282 Cl ~ 
; i EXP. 8112/08 2 
~ \~ INAND _1 ~ 
~ \~.,>, FOR ,i<',.~' S 
~~····.~OFO'"~,./ S 
~ 7A. '•,, l':,.0~'\: ~ 
~-~ ·-'"""' .... ov ~ 

'/1,11 DIAN C ,\''"' 
,,,,,,, I (II\\\\\\ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Dorothy Jean Keenom individually and as sole trustee of the Thomas Hill Puff 

Trust and the Nancy Puff Jones Trust. on behalf of said trusts. known to me to be the person whose name is subscribed to the foregoing instruments as 

• • ~ acknowledged to me thde executed the same for the purposes and consideration therein expressed . 
• • • ••• 29 
",, Given under my hand and seal of office this the th day of January 

• • •••• 
• . .. 

• • • ... 
• ... 

• • • ... 
JIMMIE L HOQl(S 

NOTARY PUBLIC 
STATE Of TEXAS 

COMM EXPIRES 03-07·2010 

Tarrant County Texas 



ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF 
TEXAS, acting by and through its agent, Dorothy Jean Keenom, Individually and as sole trustee of the Thomas Hill Puff Trust 
aad the Nancy Puff Jones Trust, Owner of the Soil, and Chesapeake Exploration Limited Partnenhip, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

•• • • •••• 
•••• • • •••• 
• 

• •• • • • • •• 

• 
• •• • • • • •• 

I. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and 
then use the potable water from that well for drilling operatioos that are conducted on the Leased Premises or lands pooled 
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event 
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural 
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet of an existing water well located on the leased premises without Lessor's prior written consent. In the event 
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said 
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee's intention to plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor's election to take 
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer 
said water well to Lessor as owners of the surface estate, upon Lessee's execution of a written transfer instrument that 
includes Lessor's agreement to accept the water well 'AS IS' without any warranty and Lessor's agreement to assume all 
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to 
plugging of the well in accordance with any regulations of applicable govermnental agency or agencies. 

2. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect . 

4. Lessee shall notify Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the leased premises . 
5. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor's 

property at the expiration of this lease. 
6. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground. 
7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 

this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil. 
8. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 

which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased 
premises. 

9. Lessee will not pollute any water aquifers or fresh water in, upon or ID!der the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh water is encountered during drilling, or ifa fresh water formation is penetrated. 

10. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soil, other land, and crops. 

11. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

12. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the 
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

13. If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a 
copy of any such document. 

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises. 

15. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property 
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use 
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner 
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shall at Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources 
Conservation Commission or other govermnental agencies havingjurisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surface. A crnmcD coiY 

IF IT efA1:~ ?.'. L OF THE COLJl,TY CL rl !K 

ATT[ST: 'f~,___.:2a?"-'-----­
£1i.~-~~:-no•.: '·LD, CO',:;,_-,, CLE:lK 

) CU'..:J~il,70.~ C~~N~Y.~J.AS 

' Br' /p,tt,J,<'4:9,->r:-_r::-'"f' 
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•••• • • •••• 
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• •• • • • • •• 

• 
• •• • • • ••• 

. 16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
in thi.s lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 
the 1,;ased·prernises with no more than one hundred and eighty (180) days between the release of the drilling rig on one well 
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as ~ continuous drilling"). 
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
If; however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the 
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional 
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well. 

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the ammmt paid herein for such lost interest 
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Ge• nil Land Offlc;P 
Rellnquls,'1m nl Act LeaH Fo"" 
Revised, September 1997 

~ustin, mexas 

OIL AND GAS LEASE L01 301 81 
THIS AGREEMENT Is made and entered Into this 22"" day of Janu ry , 2007, between the State of Texas, acting 

by ond through ,ts agent, H,11 Trusts, agent for the MSW Revocoble Trust, M,chael S Woltnp, Trustee, MLH Revocable Trust, Margory L Hanna, Trustee 

and Waltrip Marital Trust, Kenneth W altrip, Trustee and Agent for the State of T exas of ~~~m:~~~~~ ~ .£.!2(1..l(':JS}.[lh.._Il;_zfUQL_ -.) J' 3 c: 1'03 

said agent herein referred to as the owner of the soU (whether one or more), and CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an 
Oklahoma limited partnership, of PO Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee 

1. GRANTING CLAUSE. For and In conslderoUon d the amounts staled below and d the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State d Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecUng and drrlllng for and producing oel and ga,, laying pipe lines, building tanks, stonng ol and building power 
stations, telephone lines and other structures thereon, to produce, save. take care of, treat and transport said products of the lease, the following lands 
situated In Culberson County, State of Texas, to-wit 

Block 61, Township 2, T&P RR Co Survey 
Section 14 All 

Conta1n1ng, ___ ..,_70._1,__ __ acres, more or less The bonus consideration paid for this lease 1s as follows 

To the State of Texas Twenty Thousand Six Hundred Eklhtc,n and 89/100 

Dollars (S 20,618,89 l 

To the owner of the soil . Twenty Thousand Six Hundred Eighteen and 891100 
Dollars ($ 20,618 89 l 

Total bonus consideration. forty Ono Thousand Two Hundred Thirty Seven and 781100 
Dollars ($ 41,23Z.ZU 

The total bonus consideration paid represents a bonus cA Three Hundred Two Dollars ($302.00) per acre, on 136.54a958 net acres 

2. TERM. Subject to the other provisions In this lease, this tease shall be for a term of FIVE ( 5) years from 
this date (herein called "pnmary term") and as long thereafter as Oii and gas, or eijher of them. is produced in paying quantrties from said land As used 
In this lease, the term "produced In paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

. • • . • . . . 
• • • • • . • ••• . 
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3. DELAY RENTALS . If no well is commenced on the leased premises on or before one (1) year from this dale, this lease shall tem, inate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soO or to hlS credrt In the THIS IS A PAID UP LEASE SEE 
PARAGRAPH40 Bank at __________ ____________________ _ 

Or its successors (which shall continue as the depository regardless of changes 1n the ownership of srud land), the amount specified below; 1n addition, 

Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS, a like sum on 

or before said date Payments under this paragraph shaH ope<ate as a rental and 1hall C0\1'8f the privilege ol defen1ng the commencement ol a well fOI' 

one (1) year from sold dste. Payments under this paragraph shall be in the following amounts 

To the owner of the soil----------------- - ------------
(Dollars s _________ ..J 

To the State or Texas·------------------------------
(Dollars s _________ ..J 

Total Delay Rental -------------- ------------------
(Dollars S _________ ..J 

In a like manner and upon hke payments annually, the commencement of a well may be funher deferred for succes91ve penods of one (1) year each 
during the primary term. AH payments or tenders of rental to the owner of the SOii may be made by check or sight draft of Lessee, or any assignee or this 
lease, end may be deflv red on or before the rental pay date If the bank designated In this paragraph (or its success°' bank) should cease to exist, 
suspend business. liQuidate, fail or be succeeded by another bank, or for any reason fail to refuse to accept rental, Lessee shall not be held In default for 
failure 10 make such payments or tenders of rentals until thirty (30) days after 1he owner of the soff shall deliver to Lessee a proper recordable Instrument 
naming another bsnk as agent to receive such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon producilon of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty provided for In 
this lease to the Commissioner c:I the General Land Offtee cl the State of Texas, at Austin, Texas, and ono-half (112) or such royalty to the owner of the 
soil 

(A) OIL. Royalty payable on oil, which Is defined as including all hydrocarbons produced In a ltquid form at the mouth of the well and also as 
all condensate. d lsllllate, and other liquid hydrocarbons recovered from on or gas run through a separator or other equipment, as hereinafter provided, 
shall be 22,5% pan or the gross production or the market value thereof, at the option of the owner or the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for 011, condensate, dlstlllate, or other liQuld 
hydrocarbons, respectlvely, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds c:A the sale thereof, whichever Is the greater Lessee agrees that befae 
any gas produced from the leased premises is sold, used or processed tn a plant, tt will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liQuld hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equipment may be waived, In writing, by the royalty owners upon 
such terms and conditions as they prescribe 

(B) NON PROCESSED GAS. Royalty on any gas (Including Oared gas), which Is defined as on hydrocarbons and gaseous substances not 
defined as oil In subp rogroph (A) above, produced from any well on H id 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 22-5%.._ par1 ci the gross production or the market value thereof. at the 
option of the owner of the sou or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas ol comparable Quality in the general area where produced and when run. or the gross price paid or offered to the producer, whichever 1s the greater. 
provided that the maximum pressure basa In measuring Iha gas under this lease shall not at any time exceed 14 65 pounds per SQuare Inch bsoluta, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, cooection to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the time of 1estlng. 

(C) PROCESSED GAS. Royally on any gas processad In a gasoflna plant or other plant for the recovary of gasollne or other Uquld 
hydrocarbons shall be 22,5% part or Iha residue gas and the liQuld hydrocarbons extracted or the market value thereof, at the option of the owner 
cl the soil or the Commissioner or tha General Land Office All royalties due herein shall be based on one hundred parcent (100%) ci the total plant 
production ci residue gos attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever Is the 
greater, or the total plant production of liquid hydrocarbons attributable to the gos produced from this lease, provided thot if liQuid hydrocarbons are 
recovered from gas processed 1n a plant In which Les~ee (or ,ts p8'ent, subsidiary or affiliate) owns an Interest, then the percentage applicable to llquid 
hydrocarbons shell be fifty percent (50%) or Iha highest parcent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if thera Is no such third party, the highest percent then being specified in processing agreements or contracts in 
the Industry), whichever ts the greater The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable qualrty In Iha general area, or 2) the gross price paid or offered for such residue 
gas (or Ille weighted average gross selling prica fOI' the respective grades c:A liquid hydrocarbons). whichever is the greater In no event, however, shall 
the royalli~ payable under this paragraph be less than the royalties which would have been due had th gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·caslnghead," "dry," or any other gas, by fractionating , burning or any other processing shall be ~ 

-~----~----------------------~~~------~------ part d tha gross prOductlon a( such products, or the mor1<at value thereof, at the option of the owner al the s0tl or the Commissioner of the General Land Office, 
such market value to be determined as follows. 1) on the basis of the highest market price of each product for the same month in which such product ls 
produced, or 2) on the basis of the average gross sale price of each product fa the same month In which such products are produced, whichever Is the 
greater. 

5. MINIMUM ROYALTY. Dunno any year after the expiration cl the primary term cl this lease, if this lease is maintained by produclion, the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein providod, otherv.1se, lhBfe shall be 
due and payable on or before the last day cl the month succeeding the anniversary dote ol this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 cl this lease does not specify a delay rental amount , then for the purposes of this 

paragraph, the delay rental amount shall be one dollar ($1 00) per acre ~ 
!)U I~ o!t.v 1 . . . . . . . . . . . 
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6. ROY AL TY IN KIND. Notw1thstandlng any other provision In lhls lease, al any time Of from lime to time, the owner of lhe soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment o( any royalties accruing to such royalty owner under this lease be made in kind The owner of the soil's or the Commbsloner of the General 
L nd Office's right to take its royalty in kind shall not diminish 0t negate the owner o( the soil's 0t the Commissioner o( the General Land Office's rights 
or Lessee's obligations, whether express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this tease (Including those paid In kind) shall be without deduction for 
tha cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and O(herwlse making the oil. gas and 
other products hereunder ready ror sale or use. Lessee agrees to compute and pay royalties on lhe gross value received, Including any reimbursements 
for severance truces and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used lo process gas produced hereunder In any processing plant Notwithstanding any other provision of this lease, and subjecl to the wrltten consent of 
the owner of the soil and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the teased premises or for 
lnject1on into any oil or gas producing formation undertylng the leased premises after the liquid hydrocarbons contained in the gas have been removed, 
no royalties shall be payable on the recycled gas unlll it Is prodUC8d and sold OI used by Lessee in a manner which entrtles the royalty owners to a 

royalty und r this I ase 

9. ROYALTY PAYMEITTS AND REPORTS. All royalties nO( 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 forth In the Texas Register Rules currently prov1de that royalty on oil 
Is due and must be received In lhe General Land Offlce on or before the 5th day o( the second month succeeding the month of production, and royalty 
on gas Is due and must be received In lhe General Land Office on or before the 15th day d Iha second month succeeding the month d production, 
accompanied by the affida1111 of lhe owner, manager or olher authortzed agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and dlsposltlon of all oil and gas produced and the market value of the on and gas, together wrth a copy ol all documents, 
records or repo,u connrmlng the groes production, disposition and market value Including ga9 meter readings, pipeline receipl.9, gas tine receipts and 
other checks or memoranda c:J amount produced and put Into plpeHnes. tanks, or pools and gas Rnes or gas stOl'oge, end any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority rJ a manager or agent 
to act for the Lessee h8'e n must be filed In the General Land Office Each royalty payment shall be accompanied by a check stub, schedule, summary 
or O(her remiltance advice showing by lhe assigned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penally or 5% on the royalty or $25 00, whichever is 
greater A royalty payment which Is over thirty (30) days late shall accrue a penalty or 10% or the royally due or S25 00 whichever Is greater In addition 
to o penahy, royallles shall occrue Interest ol a rote of 12% per year; such Interest w,11 begin to accrue When lh royalty Is sixty (60) days overdue 
Affidavits and supporting documents which are not filed when due aha.II Incur a penalty In an amount set by the General Land Office administrative rule 
which Is effective on the dale when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paying or causing 
royalties 10 be paid as prescribed by the due date provided herein Payment ex the definquency penalty shall In no way operate to prohibit the Stale's 
righl ex forfei ture as provided by law nor act lo postpone the dale on which royalties were originally due The above penally provisions shall not apply In 
cases of trtle dispute es lo the State's portion of lhe royalty or to lhal portion ex the royally In dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner c:J the General Land Offlce 
with its bosl possible estlmale ex oil and gas reserves underlying this lease or allocable to thlS lease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contracts, agreements or amendments Such contracts and agreements when received by the General Land OfflCB shalt be 
held In confidence by the General Lend Office unless otherwise authorized by Lessee All other contracts and records pertaining to the production, 
transportation, sale and marketing ex the oil and gas produced on said premises, including the books and accounts, receipts and discharges or all wells , 
tanks, pools, meters, and pipelines shall al all limes be subject to Inspection and examination by the Commissioner ex lhe General Land Offlce, the 
Attorney General, the Governor, or the representa11ve cl any ex them 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on this lease shall be submitled lo lhe Commissioner of lhe General 
Land omce by Lessee or operator nve (5) days before spud date, wori<over, r&-enlry, temporary abandonment or plug and abandonment of any well or 
wells Such written notice to the General Land Office shall Include copies of Rarlroad Commission forms for application to drill Coples of welt tests , 
completion reports and plugging reports shalt be supplied to lhe General Land Office at the time they are filed With the Texas Railroad Commission. An 
apphcallons, permits. reports OI other filings that reference this tease or any specific welt on the leased premises and that are submitted to the Texas 
R811road Commission °' any other governmental agency shall Include the word "State• in the title. Addlllonally, In accordance with Railroad Commission 
rules, any slgnage on the leased premises for lhe purpose or Identifying wells , tank batteries or other associated Improvements to the land must also 
Include the word "State· Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or O(her 
Information relative to the operation cl the above-described premises, which may be requesled by the General Land Office, In addrtlon to those herein 
expressly provided for Lessee shalt have an etectrlcal and/or radioactivity survey made on the bore-hole sectlon, from the base d the surface casing to 
the total depth or well, d all wells drilled on the above described premises and shall transmit a true copy o( the tog or each survey on each well to the 
General Land Office Within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shalt Incur a penalty whenever reports, documents or other materials are not Med In the General Lend Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which 1s effective on the date when the materials were due in 

the General Land Office 

11. ORY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pnor to discovery and 
production ex oil or gas on said land, Lessee should drill a dry hole 0t holes !hereon, or if during lhe primary term herec:I and after the discovery and 
actual production d Ott or gas from the teased premises such productJon thereo( should cease from any cause, this lease shall not terminate if on or 
before the explratlon of sixty (60) days from date or completlon ex said dry hole or cessation ex production Lessee commences add1Uonat dnfllng or 
reworking operatlons thereon, or pays or tenders the nex1 annual delay rental In the same manner as provided In this tease If. during lhe last year or the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production or oil or gas should cease for any cause, 
Lessee's rights shall remain In full force and effect without further operotlons until the expiration or the pnmary term, and if Less has not resumed 
production in paying Quant~ies al the expiration rJ the primary term. Lessee may maintain this lease by conducting additional dnlllng or reworlclng 
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opeo.ations pursuant tq Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any sllbsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term 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 ihe date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall Ipso facto terminate. If at the 
expiration c:A the primary term or any time thereafter a shut-In on or gas well is located on the leased premises, payments may be made in accordance 
with the shut·in provisions hereof. 

• 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the prtmary term, neither oil nor gas Is being 
produced on said land, but Lessee is then engaged In drilling or reworking operations thereon. this lease shall remain In force so long as operations on 
••id well or for drilling or reworking of any addnional wells ere prosecuted in good lanh and In workmanlike manner wnhout Interruption• totaling more 
than sixty (60) days during any one such operation, and W they result in the production ol oil and/or gas, so long thereafter as oil and/or gas is produced 
In paying quantitieo from said land, or payment ol shut~n oil or gas well royatties or compen9atory royatties is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained. should cease from any cause, this lease shall not terminate n Lessee commences addnlonal drilling or reworking 
operations within sixty (60) days after such cessation, and this tease shall remain In full force and effect for so long 89 such operations continue In good 
fafth and In workmannke manner without Interruptions totanng more than sixty (60) days. If such drilling or reworking operations result In the production 
ol on or gas, the lease shall remain In lull force and effect for so long as oH or gas is produced from the leased premises In paying quantities or payment 
ol shut·in oil or gas well royalties or payment ol compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations resutt In the completion of a well as a dry hole, the lease wm not terminate lf the Lessee commences addltlonal drllnng or re'Norklng 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking 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 Office within thirty (30) days of any cessation ol production. 

14. SHlJT..fN ROYALTIES. For purposes olthis paragraph, "weir means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of ell and gas. If, at any time after the expiration of the primary term of a lease that, until being shut In, was being 
maintained in force and effect, a well capable of producing oil or gas In paying quantities ls located on the leased premises, but oil or gas ls not being 
produced for lack of suitable production facilities or lack of a 9uitable market, then lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable d producing oil or gas In paying quantities. If 
Paragraph 3 ol this lease does not specny a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one doDar 
($1.00) per acre. To be effective, each Initial shut~n oil or ga9 royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drllllng or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-han (1/2) to the Commissioner of the General Land Office and on&­
haW (1/2) to the owner of the soil. If Iha shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term ol the lease for a period ol one year from the end ol the pr1mary term, or from the first day ol the month foTiowlng the month in which 
production ceased, and, after that, ff no sultabla production lacDilies or suitable market for the oil or gas exists, Lessee may extend the lease for two 
more successive periods ol one (1) year by paying the same ernoont each year on or before the expiration ol each shut~n year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept In effect by payment of the shut-In oil or gas royalty, on or gas Is 
sold and delivered In paying quantities from a well located within one thousand (1,000) feet d the leased premises and completed in the same producing 
r89ervoir, or In any case tn which drainage is occurring, the right to continue to maintain the lease by paying the 9hut..Jn oil or gas royalty shall cease, but 
the lease shaff remain effecttve for the remainder cl the year for which the royatty has been paid. The Lessee may maintain the tease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value ol production from the well causing 
the drainag& or which is completed In the oame producing reservoir and within one thousand (1,000) feet ol the leased premises. The compensatory 
royalty Is to be paid monthly, one-haff (112) to the Commissioner of the General Land Office and one-haff (112) to the owner of the son, beginning on or 
before the last day of the month followlng the month In which the oil or gas is produced from the well causing the drainage or that is completed In the 
same producing r89ervolr and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end d the 
12-month period. Compensatory royalty payments which ere not timely paid will accrue penalty and Interest In accordance with Paragraph 9 ol this 
lease. Non" of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset welis as provided In 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. N-lthstandlng any provision ol this lease to the contrary, after a well producing or capable of producing on or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper dE!llelopment 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 (1) 40 acres surrounding each oil well capable ol producing In paying quantities and 320 acres 
surroonding each gas well capable of producing in paying quantities (including a shut~n oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee is then engaged In continuous dnlnng or reworkJng operations, or (2) the number d acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number ol acres as may then be allocated for production 
purposes to a proration unij for each such producing well under the rules and regulations ol the Railroad Commission ol Texas, or any successor 
agency, or other governmental authority having Jurtsdlctlon. ti at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said wen or wells for production purposes. 
Notwithstanding the termination ol this lease as to a portion of the lands covered hereby, Lessee shan nevertheless contlnue to have the right ol lngress 
to and egress from the lands stm subject to this lease for all purposes described In Paragraph 1 hereol. together with easements and righls-ol-way for 
existing roads, existing pipelineo and other existing lacillties on, c,ver and across all the lands described in Paragraph 1 hereol ('the retained lands"), for 
access to and from the retained lands and for the gathering or transportation d oH, gas and other minerals produced from the retained lands . 
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(B) HORIZONTAL. In the evenl this lease Is In force and effect two (2) years Qfter the expiration date of the primary or extended term lt shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retained In 
Paragraph, 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof) If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as Oii or gas ts produced In 
paying quantities from such deeper depths covered by th13 lease 

(C) IDENTIFlCATION A ND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practlcal, be In the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Commissioner or the General Land Office Within 
thirty (30) days afle< partial termination of this tease as provided herein, Lessee shall execute and record a release or releases contalning a satisfactory 
legal descrtptlon of the acreage and/or depths not retained hereunder The recorded release, or a certified copy or same, shall be flied In the General 
Land OfflC8, accompanied by the fillng fee prescribed by the General Land OfflC8 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 al his sole discretion may designate by written Instrument the acreage and/OI' depths lo be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease ls located and In the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, und this lease shall relleve Lessee of his obllgation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall dnll as many well9 a, the facts may Justify and shall use appropriate means and dr~l to a depth necessllf')' lo prevent undue drainage of 
oil and gas from the leased premises In addrtlon, if oil and/or gas should be produced In commerclal quantrtles within 1,000 feet of the leased premises, 
or In any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee, receiver or othe< agent In control of the 
leased premises shall In good faith begin the drilling of a well or wells upon the leased preml9es within 100 days after the draining well or wells or the 
well or wells completed wrthin 1,000 feet of the leased premises 11art producing In commercial quantities and shall prosecute such drilling with diligence 
Only upon the determination or the Commissioner ci the General Land OfflC8 and with his written approval may the payment ci comperuiatory royalty 
under applicable statutory parameters satisfy the obligation to drill an cifset well or wells required under lh13 paragraph. 

16. FORCE MAJEURE. If, after a good faith effort, Lessee ls prevented from complying with any express °' lmplled covenant o( this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason or war, rebelllon, riots , 
strikes, acts or God, or any valid order, rule or regulatton ci government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall bo auspended and Lessee shall not be llable for damages for failure to comply wrth auch covenanlll, addrtlonally, lhis lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting drilling and rewori<lng operations or from producing oil or gas from the leased 
premises. However, nothing In this paragraph shall auspeod the payment of delay rentals in order lo maintain this lease in effect during the primary term 
in the absence of such drllllng or reworking operations or production of oil °' gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lo defend title to the leased premises If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rtghls of the owner of the soil In the leased premtses by paying any mortgage. 
taxes or other liens on the leased premises If Lesseo makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner or the soil owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's Interest Is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his Interest beara to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State or T exas shan be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a wntten statement which explains the d13Cl'epancy between the Interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil The Commissioner or the General Land Office shan be paid the value of the wnole production anocable to any undivided 
Interest not covered by a lease, less the proportionate development and production coat allocable to such undivided Interest However, In no event shall 
the Commissioner o( the General Land OfflC8 receive as a royalty on the gross production allocable lo the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, during the prlmllfY tenn, a portion of the land covered by this lease ls included within lhe boundanes 
or a pooled unit that has been approved by the School Land Board and the owner or the soil In accordance with Natural Resources Code Sections 
52.151-52 154, or If, at any time after the expiration or the primary term or the extended term, this lease covera a lesse, numbe< of acres than the total 
amount described herein, payments that are made on a per acre basis hereunde< shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, If after the expiration of the primary term, the number or acres 

actually retained and covered by this lease 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary ror operations under this lease except water 
from wells or tanks of the owner of the soil. provided, however, Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operations without the prior consent of the owner of the SOii 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all peraonal property, 

Improvements, livestock and crops on satd land 

23. PIPELINE DEPTH. When requested by the owner or the soil, Lessee shall bury its pipelines below plow depth 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house°' barn now on said premises w,thout 

the written consent of the owner of the soil 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent polluhon Wthout 
limitlng the foregoing , pollution or coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use or containment 
facilities sufficient to prevent spillage, seepage or ground w81er contaminatt0n In the avent of pollullon, Lessee shall use all means at Its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for an damage to public and private properties Lessee shall build and 
m'aintain fences around hs slush, sump, and drainage pits and tank batteries so es 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 pb and cellars and completely clean up the drilling shed all rubbish 
thereon Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, pape< cups or garbage, 
and upon completion of ope<ations shall restore the surface of the land to as near It original condition and contours as is practicable Tanks and 
equipment will be kepi painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to llmitaUons In this paragraph, Lessee shall have the nght 10 remove machinery and flxlures placed 
by Lessee on the teased premises, Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless lh owner of the soil grants Lessee an extension or this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities Addltlonalty, Lessee may not draw and remove cosing until after thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil The owner or the soil shall become the owner or any machinery, 
fixture:, , or ca,1ng which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNM ENTS. Under the conditions contained In this paragraph and Paragraph 29 d this lease, the rights and estates d either 
party 10 this lease may be assigned, In whole or in part, and the provisions d th11 lease shall extend to and be binding upon their heirs, devtSees, legal 
represent tives, successOf'S and assigns However, a change or d1vlslon In ownership al the land, rentals , or royalties will not enlarge the obligations al 
Lessee, diminish the rights, privileges and estates or Lessee, Impair the effectiveness d any payment made by Lessee or Impair the effectiveness or any 
act performed by Lessee And no change or division In ownership ol the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner ol the soil (or his heirs, devlsees, legal representatives or assigns) furnishes the Lessee with set1Sfactory written evidence of the change 
In ownership, Including the original recorded munlments al trtle (or a certrfled copy ol such orlglnaQ when the Ol'lnershlp changed because o1 a 
conveyance A total or partial assignment a( this tease shall, to the extent d the Interest assigned, relieve and discharge Lessee ol all subsequent 
obhgat,ons under lhis lease. If this lease tS assigned In Its ent rety as 10 only part or the acreage, the right and e>ptlon lo pay renlals shall be apportioned 
as between lhe several owners ratably, according 10 the area ol each, and fa,lure by one or more ol them to pay his share ol the rental shall not affect 
this lease on the part or the land upon which pro rata rentals are timely paid or tendered, however, if the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rent1I 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to all obllgatlons, liabilities, and penaltles owed to the State by the 
original lessee or any prior assign e of the lease, Including any liabilities to the State for unpaid royalties 

(B) ASSIG NMENT LIMITATION. Notwithstanding any prov11lon in Paragraph 27(a), if the owner al the s0tl acquires this lease In whole or In 
part by assignment without the prior written approval of the Commissioner or the Gener1I Land Office, this lease is void as of the llme of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as If It were made to the owner or the soil rf the 

assignee ls 
(1) a nominee al lhe owner al lhe soil, 
(2) a corporation or subsidiary In which the Ol'lner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary. 
(3) a partnership In which the owner ol the soil ls a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee or the corporation which is the owner of the soil. 
(5) a partner or employee 1n a partnership which is the owner of the soil, 
(6) a fiduciary fOf the owner af the SOii, Including but not limited to a guardian, trustee. executor. administrator. receiver. Of conservator fOf the 

owner or the soil, or 
(7) a family member al the owner or the SOii or related to the owner d the SOii by man1age, blood, or adoption 

28. RELEASES. Under the condhions contained In this paragr ph and Paragraph 29, Lessee may al any lime execute and del.1ver to the 
owner of the soil and place or record a release or releases covering any portion or portions or the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved al all subsequent obligations as to acreage surrendered If any part of this lease ls property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this le se 
immediately prior to such surrender, however, such release will not relieve Lessee of any llabtlrtles which may have accrued under this lease prior to the 

surrender of such acreage. 

29. FILING OF ASSIGNM ENTS AND RELEASES. If all or any part of this tease ls assigned or released, such assignment or release musl be 
recorded In the county where the land Is sllualed, and the recorded Instrument. or a copy or the recorded Instrument certrfled by the County Clerk ol the 
county In which the Instrument ls recorded, must be filed In the General Land Office within 90 days of the last execution date accompanied by the 
prescnbecl filing fee. If any such assignment IS not so filed, the rights acquired under this lease shall be subJect lo forferture at the option or the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All prOVJSions pertaining to the lease of the abov&-descnbed land have been Included In this Instrument, 
including the statement or the true consideration to be paid for the execution of this lease and the rights and duties of the parties Any collateral 
agreements concerning the development of oil and gas from the leased premtSes which are not contained in thtS lease render thlS lease 1nv1hd 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully d,sciose any facts effecting the State's Interest In 
the leased premises When the interests ol the owner al the soil conflict with those al the State. the owner of the soil ls obligated lo put the State's 

Interests before his personal Interests 

32. FORFEITURE. If Lessee shall ran or refuse to make the payment or any sum YAthln thirty days after It becomes due, or If Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulahons ade>pted by the Commissioner of the General Land Offloe, or if Lessee 
should foil to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or rf Lessee should refuse the proper authority access to the records pertaining to operations, or rf Lessee or 
an authorized agent should knowingly fail or refuse to give correct Information to the proper authonty, or knowingly fail or refuse to furnish the Genel'al 
Land Office a correct log or any well , or if Lessee shall knowingly violate any or the material provisions or this lease, or if this lease Is assigned and the 
assignment Is not filed In the General Land Offloe as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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C001mlssloner, and he shall forfeit same when sufflclenUy Informed a( the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject lb lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination a( this 
lease by operation of law or by reason of any speclal limitation anslng hereunder Forfeitures may be set astde and this lease and all nghts thereunder 
reinstated before the rights of another lnte(Vene upon satisfactory evidence to the Commissioner a( the General Land Office of future compliance wllh 
t~ prOVJSiom a( the law and of lhiS lease and the rules and regulation, that may be adopted relative hereto 

33. LIEN. tn accordance with Texes Natural Resources Code 52 136, the State shall have a first lien upon all oil and gas produced from the 
ar_ea 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 Slate, In addition to the lien provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
express contractual lien on and security Interest In all leased minerals In and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premtSes used in connection wrth the production 0< processing of such leased minerals In order to secure the payment of all royalties °' 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 covenant or condition of this lease, whether express or implied This lien and security Interest may be foreclosed with or without court proceedings tn 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect lhtS lien Lessee hereby represents that there 
are no prior or supenor liens arising from and relating to Lessee's activities upon the above-descnbed property or from Lessee's acqu111tion of this lease 
Should the Commissioner al any ltme determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 

herein 

34. POOLING. Lessee Is hereby granted the r1ght to pool or unitize the royalty Interest of the owner of the soll under this lease with any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or erther of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or uniltzing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52154 The owner cl the soil agrees that the Inclusion of th11 prOV1Slon 1n thiS lease satisfies the 
execution requifements slated In T ,exas Natural Resources Code 52.152. 

35. INDEMNITY. Leesee hereby releases and dlscharges the State o( Texas and the owner of the soil, their officers, employees, partners 
agents, contractors, subcontractors, guests, lnvrtees, and their respective successOf'I and assigns, cl and from atl and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages Is sought, including, but not hmrted lo, all losses and 
expenses which are caused by the actMtles of Lessee, its officers, employees, and agents al1slng out of, Incidental to, or resulllng from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly Hable act or omission of Lessee Further. Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns. against any 
and all claims, llablhtles, losses, damages, ections. personal injury (Including death), costs and expenses, or other harm for which recovery of damages 
Is sought, under any theory including tort, contract, or strict liab1lrty, tncludlng attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's fo1lure to comply with any and an environmental laws. those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises, those arising from Lessee's use of the 
surface of the leased premises, and those that may arise out of or be occasioned by Lessee's breach of any of the terms or prOV1S1ons of thiS Agreement 
or ony other act or omission of Lessee, its dlrectors, officers, employees, partners. agents. contractors, subcontractors, guests, Invitees. and their 
respective successors and assigns Each assignee cl this Agreement, or an interest therein, agrees to be liable for. exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, thelr officers, employees, and agents In the same manner provided above In connection with 
the actlv1ties of Lessee, its offlcenl, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, AU OF 
THE INDEMNITY OBLIGATIONS ANOIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITlONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 

BE SOLE, J OINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and ell reasonable safeguards to prevent contaml.natlon or 
pollullon ci any environmental medium, including soil, surface waters. groundwater. sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing mater1als, explosives, toXlc materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· is defined In the Comprehensive Environmental Response, Compensation and Uablllty Act 
(CERCLA), 42 U.S C Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation r Hazardous Materials; , except 
ordinary producu commonly used in connection with Oii and 9111 exploration ond development opernUons and stored in the usual manner and quanlttles 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HE.REUNOER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS ANO THE OWNE.R OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, ANO COSTS (INCLUDING REASONABLE ATTORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1 ) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PRE.MISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS tN, ON, UNDER. OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREM ENTS OF 
APPLICABLE LAW. THIS INOEMNIFlCATJON ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHAU IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS , OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEA SED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease ls Issued under the provisions ci Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the ReHnqu,shment Act, and other appfteable statutes end amendments thereto, and if any provtSlon In this lease does na conform to these 

statutes, the statutes wiH prevail over any nonconforming lease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It is filed of record In the county records and 
In the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this leas.e shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the 
Coonty Clerk In any county in which all or any part d the leased premises is located, and certified copies thered must be filed In the General Land 
Office. This lease is not effective until a certified C(l)Y d this lease (which is made and certified by the County Clerk from his record9) 19 filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution d this lease. The bonus due the State and the prescnbed filing fee shall 
accompany such certified copy to the General Land Office. 

40. Rentals In the amount of$ 273 09 for years two and three d this lease have been prepaid. One haW (112) of this amount has been paid 
to the Lessor and one haW (112) has been paid to the STATE OF TEXAS. Rental for the fourth year In the amount d $ 27 446 34 has not been paid 
and W the fourth year rental is not paid then thio lease wiR expire. One haW (112) d the fourth year rental will be paid to the Lessor and one-haW (112) will 
be paid to the State of Texas. Rental for the frfth year is included in the fourth year rental and W the fourth year rental is paid, then no additional rentals 
are due under this lease. 

41. See "ADDEDNDUM TO LEASE" for additional provisions 
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Lessee 

CHESAPEAKE EXPLORAlJo'N LIMITED PARTNERSHIP, 

an Oklahoma limited pa~ 

BY: ./ t-- pl' 
Henry J. Hood, Senior Vice President - Land and Legal and GeneralCounsel 

Chesapeake Operating, Inc., General Partner 

Title:-------------

Date:----------

STATE OF TEXAS 
MSW Revocable Trust, MLH Revocable Trust & Waltrip Marital Trust 

By: Hi Trusts, as agent 

By: Mike Waltrip 

Date: 'l- r:o::z 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMEND 

COUNTY OF ,..OllJKLA.ai.Hu.OwMA:io..... ___ _ 

This Instrument was ocknowle<lged before me on tho is -,J,l day of -L--'--F--+c-~ 

STATE OF - ~-(_1-_A_S __ _ (INDIVIDUAL ACKNOW LEDGMENT) 

COUNTY OF Lt/ ,tiZA ) " T 
BEFORE ME, the undersignoo authonty, on this day personally appeared M1ke W111tnp on behalf or HUI Trusts as agent for the MSW Revocable Trust. 
Michael s Waltrip, Trustee MLH Revocable Trust. Margery L Hanna Trustee and Waltrip Marttal Trust Kenneth Wal\ciP, Trustee on behalf or said 
l(Ufil, known to me to be the pe<aon whose name is subscnbed to the foregoing Instruments a, and acknowledged to me that he executed the same for 

the purposes and consideration therein expressed 

Given under my hand and seal of olfice th19 the 4 1 
ff day ol _ri_c_B_'i_l_l n_fc_,_, --· 20_0_1_. 

!-{. J,d"J ._/,,(_ A ,t_ c~LL,, ., 

. . 
• • • . • . • • • . . . ... • 

~KAnnum 
Nallrr Nile..._ olT­
~ Coffllwtr 1t1nu ~ 

~M. 2010 

. . 
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Notary Pubhc 1n and for 0T!iT( or Tt Xri ~ 



ADD • D MT E E 

·uached to a nd made a part of that certain ii and a Lea da ted Ja nua ry 22, 2007 b a nd b tween the T T F 
TE , acting by aod through its agent, HiU T rusts, agent for th MSW Revocable Trust~ Micha I . Waltrip, Trustee, MLH 
Revocable T rust Margery L Hanoa, Trustee aod Waltrip Marital T rust, Keooeth Waltrip, T rustee, Owner of the U, aod 

he apeake Explora tion Li mited Partnership, ee. 

Notwithstanding any provisions of this Lease lo the contrary, it 1s expressly understood and agreed by and between the pnrues that: 

1. Lessee shnll not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well wid 
then use the poLnble water from that well for drilling operations that are conducted on the Leased Premises or lands p led 
therewith . However, Lessee shall have no right lo the use of potable water from the Leased Premises for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event 
Lessee drills n new well and encounters non-potable waler which is certified as not suitable for human, animal or agriculturol 
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet ofan existing water well located on the leased premises without Lessor 's prior wriuen consent. In the event 
lessee driUs a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said 
water well , Lessee will give Lessor a thirty (JO) day wrillen notice as lo Les.5ee's intention to plug and abandon said water 
well. Lessor may during said thirty (J) day notice period, provide to Lessee a written request as to Lessor's election lo talcc 
over the owner hip of said water well and in such evenl, Lessee agrees upon receipt of written request by Lessor to lrnnsfer 
said water well to Lessor as owners of the surface estate, upon Lessee's execution of a written transfer instrument that 
includes Lessor' s agreement to accept the waler well ' AS l ' without any warranty and Lessor's agreement lo assume all 
rights, responsibilities and liabilities, if any, for the operntion and maintenance of said water well, including but not limited to 
plugging of the well in accordance with any regulations of applicable governmental agency or agencies. 

2. Lessee is granted the right lo use existing roads on the leased premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force anc.l effect. 

4. Less~e shall noti fy Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the leasec.l premises. 
5. Lessee shall install Md maintain callle guards ot every fence crossing, said cattle gunrds lo remain upon premises as Lessor's 

property al the expiration of this lease. 
6. Lessee wi ll bury and maintoin all pipelines and electrical transmission Jines 18 inches deep below the surface of the ground. 
7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 

th is lease is grunted, and it shall exercise nil rights granted lo it herein with due regard for the rights of the Owner of the Soil. 
8. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 

which are reasonably necessary for production facilities or tank batteries shaU be erected on the surface of the leased 
premises. 

9. Lessee wi ll n I pollute any water aquifer or fresh water in, upon or wider the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh waler is cncountered during drilling, or if a fresh water formation is penetrated. 

I 0. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the oil, other land, and crops. 

11 . Up n written demand by Owner of the oil, Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and lank batteries to protect livestock again t loss, damage or injury; and upon completion or abandooment of any well or 
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

12. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the 
aband nment of any well location, drill si te, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition nt the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restore the surfuce to as nearly the state that it is in at the time of execution of this lease. 

13. !fall or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a 
copy of any such document. 

14 . This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms ofnny type upon or across the herein described premises. 

15. Weather permitti11g, Lessee shall remove from the herein described premises any and nJI structures, equipment nnd property 
of every kind and character placed by Lessee on said premises within ninety (90) days aficr Lessee has finished with the use 
of the area where uch LrU ture, equipment and property are placed. Afier thirty (30) days written notice to Lessee by Owner 
of the Soil, any such structure, equipment or property lcfl on the lease premises by Lessee nfler the ninety (90) day period, 
shnll at Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises tn accordance with the requirement of the Railroad Commi ion of Texas, the Te as Natural Resources 
Conservation Commission or other governmental agencies havingjurisdiction. ln plugging the wells, Lessee shall cul off the 
casing al least thirty six (36) inches below the surface. 

~n.i Jf,.:>oo '/ 
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i6 After the expiration of the pnmnry term, and not withstanding parngrnphs 16 (A) and 16 (B) above and any olher provision 
in tnis lease to the contrary, no portion of this lease w11l tenmnate if Lessee continues to drill a well (or wells) anywhere on 
the' leased premises with no more than one hlmdred and eighty ( 180) days bel\lteen the release of the drilling rig on one well 
and I.he commencement of octunl drilling operations on a subsequent well (hereinafter referred to as " continuous drilling"). 
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provision herein. 
If, however, Lessee has filed with Lhe Texas Railroad Commission, no later than i.xty (60) days prior to the expiration of the 
said 180-day period, all requisite opplicntions to drill the next well in the continuous drilling program, and Lessee is W'lable lO 

proceed with drilling pending authorization by the Texas R.nilroad Commission, then Lessee shall be allowed such additional 
time as may be reasonably necessary to obtain the aulhorii.ation and thereafter spud the subsequent well. 

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest prud for herein by Lessee, 
Lessor hall reimburse Lessee for the amount paid herein fi uch lost interest. 
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THESTATBOPTEXAS 

COUNTY OF CULBERSON I, Linda McDonald, Cleric or the County Coun In and 

for aaid County ?4 ~ hereby ccrtltJ Jhat the rore1oin1 ia a true and 
correct cor,y or lit. e..LJ..n./'d ->-4«'4;: dated D ) 11 < 2 
;2£!l_ filed for record In my otncc t111t-'i:!i day ow ..... .._,...._;~""~...;;,0,...--__ _ 
/;(} J at I ..L· 7 .!2,M, uDdcr CICl{t'a Filo No. ~{._";.;,(' to be 

recorded In tho z J? drr/ h / L Records of Culbmon County, 

Teua. ~ 
TO CERTIFY WHICH, Wltn my hand IJld aeal at Van Hom this /<I' 

day]::t fJ,, :1L -0a1 I 
)

4 

.~ /l LIN DA McOONA!.D, COUNTY Cl ERi\ 
B~ 'IJ o--,:1 i'..>v:c;J q Deputy CULIJ LRSON COUNTY, fLXAS 
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OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 22nd day of January, 2007, between the State of Texas. acting 

by and through its agent, H-S M,nerols ond Realty, Ltd, By RC Starr, LLC, General Partner, By· Cydney H Shepard, President end Agent for the State of 

Texas or PO Bo)( 27284. Austin TX 78755-2284 

said agent herein referred to as the owner of the soil (whether one or more). and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an 
Oklahoma limited partnership, of PO Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee und r this lease, the State of Texas acting by end through the owner of the soil, hereby grants, leases and lets unto Lenee, fOI' 
the sole and only purpose of prospecting and drilling fOI' and producing oil and gas, laying pipe lines, building tanks. storing Oii and building power 
stations, telephone lines and other structures thereon, to produce, 11ve, take care or. treat and transport said products o( the lease, the following lands 
situated In Culbeoon County, State or Texas, lo-wit 

Block 61, Township 2, T&P RR Co Survey 
Section 14 All 

Contalnlng _ __ _.7...,,0._.1 ___ acres, mOl'e or less. The bonus consideration paid for this lease Is as follows 

To the State of Texas One Thousand Eight Seventv Four and 441100 
Dollars (S 1.674.44) 

To the owner of the sod One Thousand Eight Seventy four and 44/100 
Dollars (S 1.874.44 l 

Total bonus consideration. Three Thousand Seven Hundred Fortv Eight and 881100 
Dollars (S 3.746 88 l 

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00l per acre, on 12,:41354167 net acres 

2. TERM. Subject to the other provisions In this lease. this lease shall be for a term of FIVE I 5 l years from 
this date (herein called ·primary term, and as long thereafter as oil and gas, or etther of them, is produced in paying quantities from said land Al. used 
In this lease, the term ·produced in paying quantities· means that the receipts from the sale or other authonzed commercial use of the substance(s) 
cov rod excood out of pocket oporellonal expenses fOI' the six months last past 

" 
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· 3. DELAY RENTALS. If no well ls commenced on the leased promises on or before one (1) year from this date, this lease shall terminate, 

unless on or before such anniver.sary dale Lessee shall pay or tender to the owner of the soil or to his cred~ in the THIS IS A PAID up LEASE· SEE 

Or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 

Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 

or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement cl a well for 

one (1) year from said date. Payments under this paragraph shall be in the following amounts: 
To the owner of the soil:. ____________________________ _ 

(Dollar., $---------~ To the State of Texas: _____________________________ _ 

(Dollar.s $--------~ 
Total Delay Rental: ______________________________ _ 

(Dollar.s $------,-,,---~ 
In a like manner and upon nke payments annually, the commencement of e well may be further deferred for successive periods of one (1) year each 
during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any assignee of this 
lease, and may be delivered on or before the rental pay date. If the bank designated In this paragraph (or Its successor bank) should cease to exist, 
suspend business, liquidate, fail or be succeeded by another bank. or for any reason fail to refuse to accept rental, Lessee shall not be held In defaurt for 
failure to make such payments or tender., or rentals until thirty (30) days after the owner of the soil shall deriver to Lessee a proper recordable lnstrumen& • • • • • 
naming another bank as agent to receive such payments or tenders. •• • 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-haW (112) of the royalty provided for In 
this tease to the Commissioner of the General Land Office of the State or Texas, at Austin, Texas, and one-haW (112) or such royalty to the owner or the 

• 

soil: •••• • • • 
(A) OIL Royalty payable on oil, which Is defined as Including all hydrocart>ons produced In a fiquid form at the mouth al the well and also as•• • 

all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, • 
shall be 22 5o/o part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the Gener111• •• • • 
Land Office, such value to be determined by 1) 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 run, or 2) the highest market price thereof offered or•• : 
paid In the general area where produced and when run, or 3) the gross proceeds cl the sale thereof, whichever is the greater. Lessee agrees that before • • • 
any gas produced from the leased premises is sold, used or processed in a plant, It will be run free or cost to the royalty owners through an adequate on 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including Hared 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 henein with respect to gas processed In a plant for 
the extraction cl gasoline, liquid hydrocarbons or other products) shall be 22 5% part cl 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 the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute. 
and the standard base temperature shan be sixty (60) degrees Fahrenhett, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method or tesfing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasorine or other liquid 
hydrocarbons shall be 22 5°/o 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 or residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production or liquid hydrocarbons attributable lo the gas produced from this lease; provided that ff liquid hydrocarbons are 
recovered frcm gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated al arm's length (or ff 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 royatties on resldue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) or comparable quality In the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades al liquid hydrocarbons), whichever Is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas net been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be •casinghead: •dry; or any other gas, by fractionating, buming or any other processing shall be~ 

----,--~~~~~---------------------------~~-Part of 
the gross production of such products, or the market value thereof, at the opfion or the owner or the soil or the Commissioner or the General Land Office, 
such market value to be determined as follows: 1) on the basis or the highest market price of each product for the same month In which such product Is 
produced, or 2) on the basis or the average gross sale price of each product for the same month In which such products are produced; whichever Is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, ff this lease is maintained by production, the 
royalties paid under this tease In no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day cl the month succeeding the anniversary date cl this lease a sum equal to the total annual rental Jess the 
amount of royalties paid during the preceding year. If Paragraph 3 or this tease does net specify a delay rental amount, then for the purposes or this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 1. rr - ,- - ...., ,....,.. ··r 
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'',6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty In kind shan not diminish or negate the owner c:I the soifs or the Commissioner cl the General Land Off,ce's rights 
D,r Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be wtthout deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable oo any gas as may represent this lease's proportionate shared any fuel 
used to process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing fonnation underlying the leased premises after the nquid hydrocart:ions contained in the gas have been removed: 
no royalties shall be payable on the recycled gas until it Js produced and sold or used by Lessee In a manner which entitles the royalty owners to a 
royalty under this tease. 

9. ROYALTY PAYMENTS AND REPORTS. All 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 d oil and gas shall be as provided In the rules set forth 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 5th day of the second month succeeding the month d production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month c:I production, 
accompanied by the affidavit of the owner, manager or other authonzed agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts. gas line receipts and 
other checks or memoranda of amount produced and put Into pipefines, tanks, or pools and gas Unes or gas storage, and any other reports a records 
whk:h the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land O!fice. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. II Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue Interest at a rate of 12% per year, such Interest will begin to accrue 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 O!fice administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shaD bear all responsibOity for paying or causing 
royalties to be paid as prescrtbed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply In 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of tho General Land Office 
with Its best possible estimate of oil and gas reserves underlylng this lease or allocable lo this lease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held In coofidence by the General Land O!f,ce unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or U,e representative cl any cl them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug end abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office et the time they are filed with the Texas Railroad Ccrnmisslon. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission Of any other governmental agency shall include the word •state• in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on tho leased premises for the purpose of identifying wells, tank batteries or other associated Improvements to the land must also 
include the word •state: 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 aboVfrdescribed premises, which may be requested by the General Land Office, in addition to those herein 
expressty provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of wen, of all wells drtlled on tho above described premises and shall transmit a true copy d the tog d each survey on each well to the 
General Land O!fice wtthin fifteen (15) days alter the making d said survey. 

(C) PENALTIES. Lessee shall Incur a penalty whenever reports, documents 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. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. 11, durtng the prtmary term hereof and prior to discovery and 
production cl oil or gas on said land, Lessee shoukf drill a dry hole or holes thereon, or if during the primary term hereof and after the dlscovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not tenninate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided In this tease. II, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause. 
Lessee's rights shan remain in full force and effect without further operations until the expiration cl the primary term; and If Lessee has not resumed 
production in paying quantities at the expiration of the prtmary term, Lessee may maintain this lease lly conducting additional drilring or rewor1<ing 
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O~erations 'pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subs·equent well drilled on the above described land be completed as a shut-In oil or gas well within the primary term 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 failure to make such paymen~ this lease shaH Ipso facto tenminate. If at the 
eipiration cl the primary term or any time thereafter a shut-in oil or gas wen is located on the ~ased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary tenm, neither oil nor gas is being 
produced on said land, but Lessee Is then engaged in drilling or reworking operations thereon, this lease shall remain In force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted In good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and W they result In tho production of oll and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-In oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary tenm, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not tenninate 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 lntem,ptions totaling more than sixty (60) days. If such drilling or reworking operations result In tho production 
of oiJ or gas, the lease shall remain In full force and effect for so long es oil or gas Is produced from the leased premises In paying quantities or payment 
of shut-in oil or gas well royalties or payment d compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
aperations result In the completion of a well as a dry hole, the lease will not tenninete If the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations In good faith and In a workmanlike manner wfthout interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days al any cessation al production. 

14. SHUT-IN ROYALTIES. For purposes al this paragraph, "weir 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 limo after the expiration of the primary lerm of a lease that, until being shut In, was being 
maintained In force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas ls not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable d producing oil or gas In paying quantrties. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for tho purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each Initial shut-In oil or gas royalty must be paid on or before: (1) the expiration of Jho primary tenm, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-hatf (112) to the Commissioner of the General Land Office and one­
ha~ (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the paymenl shall 
extend tho term of the lease for a period of one year from tho end of the primary tenm, or from the fil$t day al the month following the month In which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two 
more successive periods of one (1) year by paying the same amount each year on or before the expiration cl each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during tho 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 completed In the same producing 
reservoir, or In any case In which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder cl 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 cl the market value af production fran the wen causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-ha~ (1/2) to tho Commissioner of the General Land Office and one-ha~ (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or 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 an amount less than tho annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest In accordance with Paragraph 9 al this 
lease. None of these provisions will relieve Lessee d the obligation cl reasonable development nor the obligation to drin offset wells as provided in 
Texas Natural Resources Code 52.173: however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence al a reasonably prudent operator In drilling such additional wen or 
wells as may be reasonably necessary for the proper development al the leased premises and In marketing the production thereon. 

(A) VERTICAL In the even! this lease is in force and effect two (2) yea!$ after the expiration dale of lhe primary or extended tenm It shall then 
tenminate as Jo all of the leased premises, EXCEPT (t) 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 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworl<ing operations, or (2) the number al acres included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number cl 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 cl Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any lime after the effective date of the partlal termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage ls thereafter anocated to said well or wells for 
produdion purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination cl thtS lease as to a portion c:J the lands covered hereby, Lessee shall nevertheless continue to have the right d Ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing piperines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained landsj, for 
accesg to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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, ·(B) HORIZONTAL In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate· as to all depths below 100 feet below the total depth drilled (hereinafter •deeper depthsj In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-ha~ (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount Is paid, this lease shall be In force and effect as to 
11\Jch deeper depths, and said termination shall be delayed for an edditional period of two (2) years and so long thereafter as oil or gas Is produced In 
paying quantities from such deeper depths covered by this lease. 

• (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be In the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial 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 of same, shall be filed In the General 
Land Office, accompanied by the filing fee prescribed 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 and/or depths to be released hereunder and record such 
Instrument at Lessee's expense In the county or counties where the lease fs located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above.described land from being drained. Lessee, sublessee, receiver or other agent ln control cl the leased 
premises shan drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, • • •. •. 
or In any case where the leased premises ls being drained by production of oil or gas, the Lessee, sublessee. receiver or other agent In control of the •• • 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wens or the • 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Only upon the determination of the Commissioner of the General Land Office end with his written approval may the payment of compensatory royalty 
under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. •••• • •• •• • 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, • 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, • • •• • • 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to compfy with such •••• 
covenant shall be suspended and Lessee shall not be ~able for damages for failure to compty with such covenants; additionalty, this lease shall be ••• • : 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations 0t from producing oil or gas from the leased • • 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary tenn 
In the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
ta.ices or other liens on the leased premises. If Lessee makes payments on behalf of the owner cl the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner cl the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's interest Is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee edjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest. However, In no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion 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 and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries cl a pooled unit, or, ff after the expiration d the primary term, the number d acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for fivestock or Irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil. 

22. AlJTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to an personal property, 
improvements, livestock and cre>ps on said Janel. • 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 



· 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. W!hout 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
niaintain fences around its slush, sump, and drainage pits and tank batteries so as to protect Uvestock: against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shan fill and level all slush pits and cellars and completely clean up the drilring site cl all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
aAd upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to Ilmftalions In this paragraph, Lessee shall have tho right to remove machinery and fodures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, wfthin one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
foctures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under tho condftions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, In whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any • • •. • • 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days •• • 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change • 
In ownership, Including the original recorded muniments of tltle (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment c:I this lease shall, to the extent of the interest assigned, relieve and discharge Lessee cl an subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part r:A the acreage, the right and cption to pay rentals shall be apportioned • ••:• • 
as. between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect • • • 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified • 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental • • •• • • 
due under Paragraph 3. Every assignee 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 assignee of the lease, including any liabilities to the State for unpaid royalties. • •• • : 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), W the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease Is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the OW"ner of the soil if the 
assignee ts: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In whteh the owner of the soil is a principal stockholder a- is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soil; 
(5) a partner or employee In a partnership which Is the owner of the soil; 
(6) a fiduciary for the owner of the soil; Including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by mal'Tiage, blood, or adoption. 

28. RELEASES. Under the condttions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deilver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediatefy prior to such surrender; however, such release will n~ relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded In the county where the land is situated, and the recorded Instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county In which the Instrument Is recorded, must be filed in the General Land Offica within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Ccmmissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been included in this instrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease Invalid. 

31. FIDUCIARY DUTY. The owner al the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest In 
the leased premises. When the interests d the owner cl the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after It becomes due, or W Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or If Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports In the manner required by law or fail to comply with rules and regulalions promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingty fail or refuse to give correct information to the proper authority, or knowingfy 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 ff this lease Is assigned and the 
assignment is not filed In the General Land Offica as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner, end he shall forfeit same when sufflctently Informed of the facts which authorize a forfeiture, end when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as waiving the automatic termination of th,s 
lease by operallon of law or by reason of any special limitation arising hereunder Forfettures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner cl the General Land Offrce cl future compliance with 
the provisions cl the law and cl this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
rea covered by th is 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 Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
express contractual lien on and security Interest In all leased minerals In and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party. and all fixtures on and Improvements to the 
leased premises used in connection w ith the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition o( this tease, whether express or Implied This lien and security Interest may be foreclosed wrth or without court proceedings In 
the manner provided In the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commrssloner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect thrs hen lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's actlVlties upon the above-descnbed property or from Lessee's acquisrllon cl this lease. 
Should the Commissioner at any lime determine that this representation is not true, then the Commrssloner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner o< the soil under thrs lease with any other • • • 
leasehold or mineral interest for the exploration, development and production of oil or gas or either cl them upon the same terms as shall be approved•• • •• • 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the SOii agrees that the Inclusion of thrs prOV1S1on in thrs lease setrsfies the 
execution requirements stated in Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and discharges the State ot Texas and the owner of the soil, their offteef'S , employees. partners : • • • : 
agents, contractors , subcontractors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes of action • 
of every nature. or other harm. including environmental harm, fOI' which recovery of damages 1s sought, Including, but not limited to, all losses and • •• • 
expenses which are caused by the acti111Ues of Lessee. its officers, employees, and agents orislng out of, Incidental to, or resulting from. the operations• • • • • • 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach at any at the terms or provisions at this. . . • 
Agreement, or by any other negligent or strictly Oable act or omission ot Lessee Further, Lessee hereby agrees to be liable for, exonerate. indemnify. • • 
defend and hold harmless the State of Texas end the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal Injury (Inc luding death), costs and expenses. or other harm for wh ich recovery of damages 
is sought, under any theory Including tort, contract, °' strict liability, Including attorneys ' fees and other legal expenses. Including those related to 
en111ronmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws, those arising 
from or in any way related to Lessee's operations or any other o< Lessee's act1villes on the leased premises, those arising from Lessee's use o< the 
surface af the leased premises. and those that may arise out cl or be occasioned by Lessee's breach cl any cl the terms or provis ions of this Agreement 
or any other act or omission of Lessee, Its directors, officers, employees, partners, agents, contractors, subcontractors. guesta, Invitees, end their 
respective successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be liable for, exonerate, indemnify, defend end 
hold harmless the State of Texas and the owner of the SOii, the,r officers, employees. and agents in the same manner provided above In connection wrth 
the ect1vltles of Lessee. its officers, employees, and agents BS described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREJN, A LL OF 
THE INOEMNfTY OBLIGATIONS AND\OR LIABILITIES ASSUM ED UNDER THE TERMS OF T HIS AGREEMEl'IT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZ.ARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution o< any environmental medium. Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on. or under, the leased premises, by any waste, pollutant. or contamlnanl Lessee shall not bnng or permrt to remain on 
the leased premises any asbestos containing materials, explosives. toxic materials, or substances regulated as hazardous wastes. hezardous materials, 
hazardous substances (es the term "Hazardous Substance· Is defined In the Comprehensive Environmental Response. Compensation and Uabllrty Act 
(CERCLA), 42 U.S.C . Sections 9601 , et seq), or toxic substances under any federal, state. or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used In connection wrth oil end gas explorotlon and development operations and stored In the usual manner end quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON SHALL CONSTITlJTE A MATERIAL BREACH A ND DE.FAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBIT ION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RE.LEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS ANO THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF AN Y HAZARDOUS MATERIALS , OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNM ENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER T ERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions ot Texas Natural Resources Code 52.171 through 52 190, commonly 
known as the Relinquishment Ad. and other eppftcable stotutes end amendments lhereco. end if any provision rn this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions 
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· -':is. EXECUTION. This oil and gas lease musl be signed and acknowledged by the Lessee before It is filed of record In the county records and 
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 

of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pur,uant ta Chapter 9 of the Texas Business and Commerce Code, this lease must be filed cl record in the orrice of the 
County Clerk In any county In which all or any part cl the leased premises Is located, and certified copies thereof must be filed In the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed In the 
General Land Office In accordance with Texas Natural Resources Cade 52.183. Addltianally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

40. Rentals In the amount of $....21.Jl2.... for year, two and three of this lease have been prepaid. One haW (1/2) of this amount has been paid to 
the Lessor and one haW (1/2) has been paid ta the STATE OF TEXAS. Rental for the fourth year In the amoont cl$ 2 495 12 has not been paid and W 
the fourth year rental Is not paid then this lease will expire. One haW (1/2) of the fourth year rental will be paid to the Lessor and one-haW (1/2) will be 
paid to the State of Texas. Rental for the fifth year is Included In the fourth year rental and W the fourth year rental Is paid, then no additional rentals are 
due under this lease. 

41. See "ADDEDNDUM TO LEASE" for eddilional provisions .{'f;".{ '(,• ,/S, i-.;,.. I lf -11 
Lessee 

CHESAPEAKE EXPLORATIO¢MITED PARTNERSHIP, 

an Oklahoma limited 7" L 
BY: p/ ~ / u.-f 
Henry J. Hood, Senior Vice ~resi~ent - Land and Legal and General Counsel 

Chesapeake Operating, Inc., General Partner 

Title:--------------

Date:---------

STATE OF TEXAS 
H-S inerals and Realty, Ltd 

By: Cydney H Shepard, President 

Date: ;? { ? ( " q 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF OKLAHOMA -d; _ 
•, This instrument was acknowledged before me on the is __ /w_';;, day of J:.'L~~'.tlL:.. 2007, by Henry J. Hood 

n n I i 

STATE OF __ fi~e_ll_a.$ __ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF __,flc.....,_r,.c,tZ-c.,U"-""/-'S'--
BEFORE ME, the undersigned authority, on this day personally appeared Cvdnev H Shepard President of RC Starr LLC General Partner on behatf of 
H-S Minerals and Beatty Ltd on behalf of said oartoersblp known to me to be the person whose name is subscnbed to the foregoing instruments as 

and acknowledged to me that he executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the ,2~ day of Febru.o .. .r:1 . . 20.QJ... 

-ct::)?U / /, c:Jo:Yl 
' . 
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tliiched lo ond mode o port of ttrnt certoin ii ond Gos Leo e doted Jnnuo ry 22, 2007 b nod be twe n the T TE OF 
TE , actiog b and through it ageot, II Mio ral aod Realty, Ltd, By: R tarr, LL , eoeral Panoer, By: doe H 

_bepa rd, Pre id ol, Owner or th oil, nod be apcake ploratioo L imited Partnership, Le ee. 

Notwi thstanding any provisions of th is Lease to Lhe contrary, it is expressly understood and agreed by and between the parties that: 

I. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
wri llen consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and 
then use the potable water from that well for drill ing operations that are conducted on the Leased Premises or lands pooled 
therewith. I lowever, Lessee shall have no right to the use of potable water from the Leased Premises for water Oooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of Lhe surface estate. In the event 
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricul tural 
use, Lessee may use same for its drill ing, water flooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet of an existing water well located on the leased premises without Lessor's prior written consent. In the event 
lessee drills a waler well on the Leased Premises and compfotes its use of same, upon tennination of Lessees use of said 
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee's intention to plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a wriuen request as to Lessor's election to take 
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer 

.. . 
• 

said \YUter well to Lessor os owners of the surface estate, upon Lessee's execution ofa written tronsfer instrument that • ··:·. 
includes Lessor's agreement LO accept the water well • AS IS' without any warranty and Lessor's agreement to assume all • • • 

2. 

4. 
5. 

6. 
7. 

8. 

rights, responsibilities ond liabilities, if any, for the operation and maintenance of said wnter well, including but not limited Lo •• : • 
plugging of the well in accordance with any regulations of applicable governmental agency or agencies. • •• • • 
Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to Lhe extent such roads are • • • • 
used by Lessee, agrees to moinla in, restore and keep roads in usable condition so long as this lease is in force and effect. • •: 
Lessee shall notify Lessor n minimum of24 hours before cutting any new rood, if necessary, into or on the leased premises. 
Lessee hall in ta ll and maintain cattle guards at every fence crossing. said cattle guards to remain upon premises as Lessor's 
property at the expiration of this lease. 
Lessee will bury and maintain nil pipelines and electrical trnnsm ission lines 18 inches deep below Lhe surfuce of the ground. 
Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 
this lease is granted, and it shall exercise all rights granted to it herein wi th due regard for the rights of the Owner of the Soil. 
Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only Lhose structures 
which are reasonably necessary for production facilities or t.ank batteries hall be erected on the surface of Lhe leased 
premises. 

9. Lessee will nol pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify 
owner of the Soil in writ ing if fresh water i encountered during drilling, or if a fresh water formation is penetrated. 

I 0. Lessee shall mainta in all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and wi ll maintain the same inn reasonable manner to prevent addit ional damage to 
Owner oft.he Soil , other land, and crops. 

I I. Upon written demand by Owner of the oil, Lessee shall build and maintain fences around its slush, ump, and dra inage pits 
and tank balleries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fill and level ofT all slush pits and cellars and completely clean up the dri ll site of all rubbish thereon. 

12. In the event of n dry hole or production from o well which production ceases and the abandonment of such well , or upon the 
abandonment of any well location, dri ll site, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restore the surface to as nearly the state that it is in at the time of execut ion of th is lease. 

13. If all or any part of this lease is assigned, released, pooled or un iti1ed, Lessee agrees to fu rnish the Owner of the oi l with n 
copy of any such document. 

14. This lease grants no hunting or fishing rights whatsoever. Furthennore, Lessee, its agents, contractors, employees or assigns 
shall be prohibi ted from carrying or transporting firearms of any type upon or across the herein described premises. 

15. Weather pennitting, Lessee shall remove from the herein described premises any and all tructures, equipment ond property 
of every kind and character placed by Lessee on said premises with in ninety (90) days after Lessee has fin ished wilh the use 
of the area where such structure, equipment and property are placed. After th irty (30) days written notice to Lessee by Owner 
of the oil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shall at Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all wells dri lled by Lessee on 
the leased premises in accordance wi th the requirement of the Railroad Commission of Texas, the Texas Natural Resources 
Conservnlion Com mission or other govemmmtal agencies having jurisdiction. In plugging the wells, Lessee shall cut ofT the 
casing at least thirty six (36) inches below Lhe surfuce. 
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16. After the e).piration of the primary term, and not withstandmg paragraph 16 (A) and 16 (B) above and any other prov1s1on 
in this lease to the contrary, no portion of this lease will tennmate ifl essee continues to drill a well (or wells) anywhere on 

. the lensed premises wi th no more than one hundred and eighty ( 180) days bet ween the release of the drilling rig on one well 
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as" continuous drilling"). 
Upon the cessntion of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
If, however, Lessee has filed with the Texas Railroad Commission, no later than ixty (60) days prior to the expiration of the 
said 180-day period, all requisite applications to drill the next well in the contmuous drilling program, nnd Lessee 1s unable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional 
time os may be reasonably necessary to obtain the outhoriz.otion and thereafter spud the subsequent well 

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor hall reimburse Lessee for the amount paid herein for such lost interest. 

Recor<' 'v l ti• ' t 

Cl,·~· , i1 , t .nc. 
I [ VA lh49f 
Oklahoma City, 01< 73154 
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THESTAT!OPTEXAS 
COUNTY OP CULBERSON I, Linda McDonald. Clm of the County Coun In and 

ror said County ~::!:do h~~lhat lhe rorc101n1 11 a lfllC and 

correct COJl'Y od .... 4.J! .. .A'nc {L__}~ ~( dated ~~ 1 
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OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 22"" day of January . 2007, between the State of Texas, acting 

by and through its agent, Hill Investments, Ltd , By Casody Enterprisoa, LLC, General Partner, By Alan M Hill, President and Agent for the State of 

Texas of po Box 1568 Cedar Park, TX 78630 

said agent herein referred to as the owner of the soil (whether one or more), and CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP. an 
Oklahoma limited partnership, cl PO Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and or the covenants and agreements to be paid, kept and 
perlormed by Lessee under this lease, the State of Texas acting by and through the owner of the sott , hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlhng for and producing 0tl and gas, laying pipe lines. building tanks, stonng 011 and bu11d1ng power 
stations, telephone Imes and other structures thereon, to produce, save, take care of, treat and transpot1 said products of the lease, the following lands 

situated In Culberson County, State of Texas, to-wn 

Block 61 , Township 2, T&P RR Co Survey 
Section 14 All 

Contalnlng, ____ Zu0 ... 1.__ __ ocres, more or less The bonus consideration paid for this lease is as follows. 

To the State of Texas One Thousond Eight Hundred Seventy Four and 441100 
Dollars (S ].874.44 ) 

To the owner or the soil . One Thousand Eight Hundred Seventv Four aod 4411 oo 
Dollars (S 1,874,44 l 

Total bonus consideration Three Thousand Seven Hundred Forty Eight and 88/100 
Dollars ($ 3,748,88 l 

The total bonus consideration paid represents a bonus of Three Hundred Two Dollen ($302.00) per acre, on 12 4135;4167 net acres 

2. TERM. Subject to the other provisions in this lease, this lease shall be foc a term of FIVE < 5} years from 
this date (herein called ·pnmary term") and as long thereafter as oil and gas, or either of them, is produced In paying quantities from said land. As used 
In this lease, the term •producod In paying quantities· means that the receipts from the sale or other authorized commercial use of the subatance(sl 
covered exceed out of pocket operational expenses for the six months last past 

. . . . 
• • • • • • • . . . . . . . 

• • • . • • . . . . . . . ... . . . 



,3. DELAY RENTALS. If no well ls commenced on the leased premtses on or before one (1 ) year from this date, this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or lo his cred it In the THIS IS A PAID UP LEASE SEE 
PARAGRAPH40 Bank at ____________________________ _ 

Or Its successors (which shall contmue as the depository regardless or changes In the ownership or s81d land), the amount specdied below; m addrt1on, 

Lessee shall pay or lender lo the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a H e sum on 

or before said date Payments under this paragraph shall operate as a rental and shall cover the pnv1lege at defemng the commencement of a well for 

one (1) year from said dale Payments under this paragraph shall be In the following amounts 
To the owner of the soil _____________________________ _ 

(Dollars s _________ ..J 

To the State of Texas -----------------------------(Dollars $ __________ ...., 

Total Deloy Rental·--------------------------------
(Dollars s ________ __J 

In a like manner and upon like payments annually, the commencement of a well may be further deferred for successive penods of one (1) year each 
dunng the primary term All payments or tenders of rental to the owner o( the soil may be made by check or sight draft of Lessee, or any assignee of thtS 
lease, and may be delivered on or before the rental pay date. If the bank designated In this paragraph (0< its successor bank) should cease to exist, 
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fall to refuse to accept rental, Lessee shell not be held In default for 
fai lure to make such payments or lenders of rentals until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument 
naming another bank as agent lo receive such payments or lenders 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas , Lessee agrees to pay or cause lo be paid one-half (1/2) of the royalty provided for In 
this lease to the Commissioner o( the General Land Office of the State or Texas, at Austin, Texas, and one-half (112) of such royalty to the owner o( the 
SOii 

(A) OIL Royalty payable on oil, which is defined as Including all hydrocarbons produced In a liquid form at the mouth o( the well and olso as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shell be 22,5% part or 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 lo be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a hke type and gravity In the general area where produced and when run, 0< 2) the highest market price thereof offered or 
patd in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever Is the greater Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant. it will be run free of cost to the royalty owners through an adequate oil 
end gas separator of conventional type, or other equipment al least as efficient, so that ell liquid hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe 

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas). which is defined as all hydrocarbons end gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein wrth respect to gas processed in a plant for 
the extroctlon or gasoline, liquid hydrocarbons or other products) shall be 22.5% part o( 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 pnce paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base m measunng the gas under this lease shell not at any lime exceed 14 .65 pounds per square Inch absolute, 
and the standard base temperature shell be sixty (60) dogr- Fahrenhert , correction to be made for pressure occording to Boyle's Law, and for specdlc 
gravrty according to lests made by the Balance Method or by the most approved method al testing being used by the Industry at the lime al testing 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other llquld 
hydrocarbons shall be 22 5% part of the residue gas end 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 Offlce 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, wl1ichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease, p<OV!ded that if liquid hydrocarbons are 
recovered from g processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated al arm's length (or if there Is no such third party, the highest percent then being specified In processing agreements or contracts In 
the industry), whichever is the greater The reepect1ve royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable qualrty in the general area, or 2) the gross price paid or offered for such residue 
gas (or lhe weighted average gross selling pnce for the respective grades of liquid hydrocarbons), wl1ichever is the greater. In no event. however, shall 
the royoll1es payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be •caslnghead," "dry," or any other gas, by fractlonatmg, burning or any other processing shall be ~ 

- - - ------ ------- --------------------------- ~ part of the gross production o( such products, or the market value thereof, at the option o( the owner o( the soil 0< the Commissioner o( the General Land Office, 
such market value to be de1ermined es follows 1) on the basis or the highest market price o( each product for the same month In which such product is 
produced, or 2) on the basrs at the average gross sale price at each product for the same month In which such products are produced, whichever is the 
greater 

5. MINIMUM ROYAL TY. During any year after the expiration or the pnmary term of this lease, rf this lease is maintained by production, the 
royalties paid under this lease In no event shall be less than an amount equal lo the total annual delay rental here n provided, otherwise, there shall be 
due end payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal lo the total annual rental leas the 
amount of royalties paid dunng the preceding year If Paragraph 3 c:J this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar (S1 .00) per acre A er 1 0 r y 
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6. ROYAL TY IN KIND. Notwithstanding any other provision In this lease. at any time or from time to lime. the owner of the soil or the 
c;:,ommissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment Qf any ro'yalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shan not diminish or negate the owner of the soil's or the Commissioner d the General Land Office's rights 
a·r Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that ail royalties accruing under this lease (including those paid In kind) shall be without deduction for 
the cost of producing. gathering, storing, separating, treating, dehydrating, ccmpresslng, processing, transporting, and otherwise making the oil, gas end 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, Including any reimbursements 

for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing formation under1ying the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recycled gas until It Is produced and sold or used by Lessee In a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All 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 forth 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 5th day of the second month succeeding the month d production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas Ones or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production. disposition and marl<et 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 other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue Interest at a rate of 12% per year. such Interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall Incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibilty for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originalty due. The above penalty provisions shall not apply In 
cases of tltle dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land OffJCe 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under whk:.h gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (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 other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspe:;tion and examination by the Commissioner of the General Land Off,ce, the 
Attorney General, the Governor, or the representative of any d them. 

(B) PERMITS. DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include copies of Railroad Commission forms for application to drill. Copies of well tests, 
ccmpletion reports and plugging reports shall be supplled to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specW"ic wen on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word •state• in the title. Additionatty, in accordance with Railroad Commission 
rules, any signage on tho leased premises for the purpose of identifying wells, tank batteries or other associated Improvements to the land must also 
include the word •state.· 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-described premises, which may be requested by the General Land Office, In addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well. of all wells drilled on the above descnbed premises and shall transmit a true copy of the log of each survey on each wen to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents 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. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. ~. during the primary tern, hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or W during the primary tenn hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate tf on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences 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, a 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 unm the expiration of the primary term;JOOd·W lesse<> has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this 1.J!isl,'&y'aolid~§:Eal!d~at:drtlilng: or reworking 
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operation~ pursuant to Paragraph 13, using the expiration or the primary term as the date or cessation or production under Paragraph 13. Should the first 
Y(~II or any subs~uent well drilled on the above described land be completed as a shut-in oil or gas well. within the pri~ary term h.ere.of, Les~ee may 
resume p:1yment of the annual rental in the same manner as provided herein on or before the rental paying_ date following the exp1rat10~ of sixty (60) 
d;,ys from the date of completion of such shut-In oil or gas well and upon the failure to make such payment, this lease shall Ipso facto terminate. If at the 
e';q,iration d the primary tenn or any lime thereafter a shut-in oil or gas well is located on the teased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term. neither oil nor gas Is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted In good faith and In workmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and If they result In the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
In paying quantities from said land, or payment cA shut-In oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production or oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not tenninate 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 Interruptions totanng more than slxly (60) days. If such drilling or reworking operations result In the production 
of oil or gas, the lease shall remain in full force end 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 royaHies or payment of compensatory royalties is made as provided herein or as provided by law. tf the drilling or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking 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 Office wtthin thirty (30) days of any cessation of production. 

14. SHUT ~N ROYALTIES. For purposes of this paragraph, "weir 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 term of a lease that, until being shut In, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royally an amount equal to 
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas In paying quanttties. If 
Paragraph 3 of this lease does not specify a delay rental amounl then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each inttial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (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 Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
ha~ (1/2) to the owner of the soil. 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 term of the lease for a period of one year Iran the end of the primary tenn, or from the first day of the month following the month In which 
production ceased, and, after that, If no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two 
more successive periods of one (1) year by paying the same amount each year on or before the expiration d each shut-in year. 

15. COMPENSATORY ROYALTIES. 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 end completed In the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut~in oil or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for which the royalty 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 marxet value of production fr001 the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet cl the leased premises. The compensatory 
royalty is to be paid monthly, one-haW (112) to the Commissioner of the General Land Office and one-haW (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas is produced from the well causing the drainage or 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 an amount less than the annual shut~n oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset welts. 

16. RETAINED ACREAGE. Notwtthstanding any provision of this lease to the contrary. after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in dnlflng 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) yeai,i after the expiration date of the primary or extended term tt shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quanttties and 320 acres 
surrounding each gas well capable of producing in paying quanttties (including a shut-in oil or gas well as provided in Paragraph 14 hereof). 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 untt 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or ~ser number of acres as may then be anocated for production 
purposes to a proration unit for each such producing well under the rules and regulations cl the Railroad Commission cl Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located therecn 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. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and cther existing facilities on, over and across all the lands described in Paragraph 1 hereof rtfle retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands . 
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' ' (B) HORIZONTAL In the event this lease is In force and effect two (2) years after the expiration date of the primary or extended term _It shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter •deeper depthsj in each well located on acreage retained in 
Paragraph 16 (A)

0 

above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-haW (1/2) of the 
~onus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period cl two (2) years and so long thereafter as oil Cl 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•• prectical. be In the form of 8 
square with the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial 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 recoroed release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed 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 and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the coonty or counties where the lease Is located end In the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in contr~ of the teased 
premises shall drill as many wells as the facts may just;fy and shall use appropriate means and drill to a depth necessary to prevent undue drainage cl 
oil and gas from the leased premises. In addition, If oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or In any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall In good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Only upon the determination of the Commissioner of the General Land Qff,ce and with his written approval may the payment of compensatory royalty 
under appncable statutory parameters satisfy the obligation to drill an offset wen a wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee Is prevented from complytng with any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionalty, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment d delay rentals In order to maintain this lease in effect during the primary term 
In the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend rn1e to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil In the leased premises by paying any mortgage, 
taxes or other liens on the teased premises. If Lessee makes payments on behatf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's Interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the Slate of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Off,ce, Lessee or his authorized representative must submit to the Commissioner cl the 
General Land Office a written statement whk:h explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest. However, In no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided Interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion 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 and the owner of the soil In accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shan be 
calculated based upon the number d acres outside the boundaries cl a pooled unit, or, if after the expiration cl the primary term, the number of acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for nvestock or irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by Its operations to all personal property, 
improvements, livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury ifs pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 
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' 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Wdhout 
limiting the foregoing , pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means al rts dispoeal to 
recapture all escaped hydrcx:arbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so es 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 Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore th surface of th land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPM ENT. Subject to llmhatlons In this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
tennlnat1on of this lease unless the owner of the sotl grants Lessee an extension of this 120-day penod However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities Addlttonally, Lessee may not draw and remove casing unlll after thirty (30) days wrrtten 
notice to the Commissioner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machinery, 
fixtures , or casing which are not timely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, In whole or In part , and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns However, a change °' division In ownership of the land, rentals, or royalties w1tl not enlarge the obltgatlons of 
Lessee, diminish the rights, privileges and estates of Lessee. Impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or d1v1Sion in ownership of the land, rentals, or royalties shall bind Lessee for any purpose unlit thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representallves or assigns) furntShes the Lessee with satisfactory written evidence or the change 
In ownership, Including the original recorded munlments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under thtS lease If this lease IS asstgned In rts entirety as to only part of the acreage, the nght and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the lend upon which pro rate rentals are timely paid or tendered, however, if the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3 Every signee shall succeed to all rights and be subject to all obhgauoos. llabihties, and penalties owed to the State by the 
original lessee or any pnor assignee of the lease, Including any liabilities to the State fOf unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), 1f the owner of the soll acquires th,s lease in whole or 1n 

part by assignment without the prior written approval or the Commissioner of the General Land Offtce, thlS lease is void as or the time or assignment and 
the agency power of the owner may be fOffetted by the Commissioner An assignment wm be treated as rf it were made to the owner of the SOii rf the 
assignee Is 

(1) a nominee or the owner of the soil; 
(2) a corp0fat1on or subsidiary in which the owner ex the sotl is a pnncipal stockholder or IS an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the s0tl is a partner or IS an employee a( such a partnership, 
('I) a principal stockholder or employee of the corporation which Is the owner or the soll , 
(5) a partner°' employee in a partnership which ls the owner or the soil, 
(6) a fiduciary for the owner of the soil, Including but not llmlted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the SOii, or 
(7) a farmly member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption 

28. RELEASES. Under the conditions contained in thlS paragraph and Paragraph 29, Lessee may at any lime execute and dehver to the 
owner of the soil and place of record e release or releases covering any portion or portions of the leased premlSes, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered If any part of this lease IS property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately pnor lo such surrender, however, such release will not relieve Lessee of any llabllitles which may have accrued under this lease prlOf to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of thtS lease IS assigned or released. such assignment OI' release must be 
recorded In the county where the land Is situated, and the recorded instrument, or a copy or the recorded Instrument certified by the County Clerk or the 
county In which the Instrument Is recorded, must be flied In the General Land omce within 90 days or the last execution date accompanied by the 
prescnbed fihng fee tf any such assignment is not so filed, the rights acquired under thll lease shall be subject to forfeiture at the option of the 
Commissioner or the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been Included in this instrument, 
including the statement of the true consideration to be paid for the execution of thlS lease and the nghts and duties of the parties Any collateral 
agreements concerning the development of oll and gas from the leased premises whteh are not contained 1n this lease render this lease invalid 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest In 
the leased premises. When the interests of the owner of the soil conOICI wrth those of the State, the owner ex the soil Is obligated to put the Stete's 
Interests be<Ofe his personal interests 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or 1r Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fell or refuse to dnll any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commtssioner or the General Land Office, or if Lessee 
should fall to file reports In the manner required by law or fail to comply wrth rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or rf Lessee or 
an authorized agent should knowlngty ran or refuse to give cOfrect infOfmalton to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a cooect log of any well, or if Lessee shall knowingly v,olate any of the material prowions of this lease. or 1f this lease Is assigned end the 
assignment is not filed in the General Land Office as required by law, the rights acquired under th1S lease shall be subJeci to forfeiture by the 
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Comm1ss1oner, and he shall forfeit same when sufflcientty Informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subfect to ~ease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation ans1ng hereunder Forfenures may be set aside and this lease and all nghts thereunder 
reinstated before the nghts of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance wrth 
tiie provisions of the law and of this lease and the rules and regula!Jons that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first hen upon all oil and gas produced from the 
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 ecceptance of 
this lease, Lessee grants the State, tn addrt1on to the hen provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
e)(press contractual hen on and securrty Interest In all leased minerals In and extracted from the leased premtses, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fuctures on and Improvements to the 
leased premises used In connection with the productton or processing of such leased minerals In order lo secure the payment ci all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or Jou that Lessor may suff8' by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied Thts fien and security Interest may be foreclosed with or without court proceedings In 
the manner provided In the Tttle 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments es 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 actMtles upon the above-described property or from Lessee's acquisition of this lease 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited provided 
herein 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty Interest of the own8' of the soil under this lease With any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or erther of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or umt1Z1ng of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52.154. The owner of the soil agrees that the Inclusion of this prov1Slon in this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52152 

35. INDEMNITY. Leasee hereby releases and discharges the State of Texas and the owner of the soil, their officers , employees, partners, 
agents, contractors , subcontrectors, guests, Invitees, and their respective successors and assigns, or and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm. for which recovery of damages Is sought, Including, but not limited to, all losses and 
e)(penses which are caused by the activities of Lessee, its cifioers, employees, and agents arising out ci, incidental to, or resulting from, the operations 
ci or for Less on the leased premises hereunder, or that may anse out ci or be occasioned by Lessee's breach o( any ci the terms or provisions o( this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State or Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
end ell claims, liabilities, losses, damages, actions, personal Injury (including death), costs and e)(penses, or other harm for which recovery of damages 
is sought, under any theory Including tort, contract, or stnct liability, Including attorneys' lees and other legal expenses, Including those related to 
enwonmental hazards, on the leased premises or 1n any way related to Lessee's failure to comply wrth any and all enwonmental laws, those ansing 
from or in any way related to Lessee's operations or any other ci Lessee's act1V1tles on the leased premises. those arising from Lessee's use o( the 
surface of the leased premises. and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, Invitees. and their 
respective successors and assigns Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the State ci Texas and the owner o( the soil, their officers, employees, and agents In the same manner provided above in connection with 
the activities o( Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, A LL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos conte1n1ng matenals, explosives, toxic matenals, or substances regulated as hazardous wastes, hazardous materials , 
hazardous substances (as the term "Ha.zardous Substance· is defined In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S C Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenals"), except 
ordinary products commonly used In connection with oil and gas exploratton and development operations and stored In the usual manner and quantlhos 
L.ESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTrTVTE A MATERIAL BREACH ANO DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, ANO COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY ANO REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS ANO THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF AN Y HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions or Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, end if any provision In this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed of record In the county records and 
in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pur>uant to Chapler 9 of the Texas Business and Commerce Code. lhls lease must be filed of record In the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionalty, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

40. Rentals In the amount of$~ for year!I two and three of this lease have been prepaid. One haW (1/2) of this amount has been paid to 
the Lessor end one h.W (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount ct$ 2 49512 has not been paid and W 
the fourth year rental is not paid then this lease will expire. One half (112) of the fourth year rental will be paid to the Lessor and on~half (1/2) will be 
paid to the State of Texas. Rental for the fifth year Is included In the fourth year rental end if the fourth year rental is paid, then no additional rentals are 
due under this lease. 

41. See "AODEDNDUM TO LEASE" for additional provisions 

Lessee 

CHESAPEAKE EXPLORATI~ LIMITED PARTNERSHIP, 

an Oklahoma limited partn rship 

Henry J. Hood, Senior Vice President - Land and Legal and GeneralCounsel 

Chesapeake Operating, Inc., General Partner 

Title:--------------

Date:---------

By: Alan M, President 

Date: ,;J..fa /o7 
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STATE OF OKLAHOMA 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY O F OKLAHOMA -id 
• This instrument was acknowledged before me on the is ~'a'ay of _x._~__,4-_. 

I 

behatt oC said limited oartnerahlo 

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF 

BEFORE ME, \he undersigned au1hon1y, on this day personally appeared Alan M Hill. President of Casody Entecorlses, LLC, General Partner on behalf 
of Hill !nyeslments Lid, on behalf of said oartnecshlo known to me to be the person whose name 1s subscribed to the foregoing Instruments M 

and acknowledged to me that he executed the same for the purposes and consideration therein expressed 

Given under my hand and seal of office this the _..l""-./_
1
_ •• , d n ~~ l~ ,DJ\~ 

&) ~~="~ Notary Publlc 1n and for __ y._t .... .,.t~c .... A. ..... S _______ _ 
co .. , ..... .. ,. .... 
~ . 

MIIER 1, 2 0 10 
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OD • D M TO LEA E 

uached to a nd mad a part of tba t ertai n Oil a nd a Lea e dated J nuory 22, 2007 b and b h eeo the TATE OF 
T E A , ac ting by a od through its agent, HiU love tmcot , L td., By: a ody Enter prise , LL , eoeral Pa rtner, By: AJao M. 
Ifill, Pr idcnt, Owner of the oi~ a nd be apcake Explora tion Limited Pa rlo rsbip, Le cc. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

I. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and 
then u e the polllble waler from that well for drilling operations that are conducted on the Leased Premises or lands pooled 
therewith. I lowever, Lessee shall have no right to the use of potable water from the Leased Premi es for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event 
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural 
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet ofan existing water well located on the leased premises without Lessor's prior written consent. In the event 
lessee drills a wacer well on the Leased Premises and completes tts use of same, upon termination of Lessees use of said 
water well, Lessee will give Les or a thirty (30) day written notice as to Lessee's intention lo plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor's election to talce 
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer 
said water well to Lessor as owners of the surface estate, upon Lessee's execution of a written transfer instrument that 
includes Lessor's agreement to accept the water well ' A IS' without any wnrrnncy and Lessor's agreement to assume all 
rights, resp nsibi lilies and liabilities, ifnny, for the operation and majntenance of said water well, including but not Jjmi ted to 
plugging of the well in accordance with any reguJations of applicable governmental agency or agencies. 

2. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and errect. 

4. Lessee shall notify Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the leased premises. 
5. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards lo remain upon premises as Lessor's 

property at the expiration of this lease. 
6. Lessee will bury and maintain ell pipelines and electrical transmission lines 18 inches deep below the surface of the ground. 
7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 

this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the oil. 
8. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 

which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased 

9. 
premises. 
Lessee will not poll ute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 

I 0. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soil, other Land, and crops. 

11 . Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries to protect Livestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill si te of all rubbish thereon. 

12. In the event ofa dry hole or production from a well which production ceases and the abandonment of such well, or upon the 
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its fonner condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restore the surfncc to as nearly the state that it is in al the time of execution of this tense. 

13. If nll or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a 
copy of any such document. 

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises. 

15. Weather pennitting, Lessee shall remove from the herein described premises any and all structures, equipment and property 
of every kind and character placed by Lessee on said premises within ninety (90) days afier Lessee has finished with the use 
of the area where such structure, equipment and property are placed. Afier thirty (30) days written notice to Lessee by Owner 
of the oil, any such structure, equipment or property left on the lease premises by Lessee afier the ninety (90) day period, 
shall at Lessor's option, become the property of Owner of the oil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources 
Conservation Commission or other governmental agencies havingjurisdiction. In plugging the wells, Lessee shal l cut offlhe 
casing at least thirty six (36) inches below the surface . 

. • . . 
• • • • . • . . . . . . . . 
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16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
· .·iJi thi~ lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 

the leased premises with no more than one hundred and eighty (180) days between the release of the drilling rig on one well 
and the commencement of actual drilling operations oo a subsequent well (hereinafter referred to as " continuous drilling"). 
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
If, however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the 
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional 
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well. 

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amount paid herein for such lost interest 

• • • • • • • • • • • Dr:Purv 
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@General Lind Office 

Rellnqulahment Act Lease Fonn 
Revised, September 1997 

N~tlce of Confidentiality Rights: If you are a natural person, you may remove or strike any of the following information from 
this Instrument before It Is filed for record in the public records: your social security number or your driver's license number. 

t#~ 
~\)e ~tat~"' of <lrexqg 

,.,~ ~'~. ~ . -t .. ·~ 
I- .1 I . - :,, . . .. .. 

~ ustin, 'atexas 
OIL AND GAS LEASE 

THIS AGREEMENT 1s made and entered into this 30™ day of Apnl rn between the State of Texas, acting 

by and through Its agent, Eb F Lucke!. Jr. 1nd1v1dually of 1959 El Dorado Avenue. Ber1<eley. CA 94 707 -244 1 
(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more) • and Petro-Hunt L LC. 

of J 60J Elm. Suite 3400. Dallas. JX zs201 hereinafter called Lessee 
(Give Perm11nen1 Address) 

1. GRANTING CLAUSE. For and 1n cons,derahon of the amounts stated below and of the covenants and agreements to be paid . kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil hereby grants leases and lets unto Lessee. for 
the sole and only purpose of prospecting and dnlhng for and producing 011 and gas, laying pipe lines, building tanks, stonng oil and bu1ld1ng power 
stations, telephone lines and other structures thereon, to produce save l ke care of. treat and transport se1d products of the lease. the following lands 
situated in Culberson County State of Texas. to-w,t 

T&P RR Co Survey, Block 61 , Township 2, Section 14 All, or (701 acres, more or less) 

conta,nrng ,.7.,.0.,_) ....,0'------ acres, more or less The bonus cons1derahon paid for this lease is as follows 

To the State of Texas Three hundred twenty-eight and 601]00 

Dollars ($328 60 l 

To the owner or the soil Three hundred twentn1gh1 and 601}00 
Dollars (S328 60 l 

Total bonus cons1derallon s,x hundred fifty-seven and 201100 

Dollars ($657 20 l 

The total bonus consideration pa,d represents a bonus of Fifty 11nd no/1 OO's ---------------------------
Dollars (S .... 50....,.0 .... 0 ____ __,) per acre, on 13 14375 net acres 

2. TERM. Subject to the other prov1s1ons in this lease. this lease shall be for a term of FIVe (51 years trom this date (herein 
called •primary term") and as long thereafter as oil and gas, or either of them, 1a produced m paying quanlll1es from said land As used 1n this leese, the 
term 'produced ,n paying quantities· means that the receipts from the sale or other authonzed commercial use of the substance(s) covered exceed out 
of pocket operohonal expenses for the s,x months last past 

•• . • . . • •• . .. • • . • • . •• • . • . • • . . . . . . . ••• •• • . • • • . • . . 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall t~rminate, 

unless on or before such anniversary date lessee shat[ pay or tender to the owner of the soil or to his credit in the ____________ _ 

at------------------------------------------------~ 

or ns successors (which shall continue as the deposnory regardless of changes in the ownership of said land), the amount specified below; in addnion, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before Said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of p well for 
oiie (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: sSe,ix"a"'n-"d1...5a.7!.!/'--'/1LSOe,Oc_ _________________________ _ 

Dollars ($,~6 ... 5"-7-----------------------------' 
To the State ofTexas: .,S,.,ixc<awn,,d...,5"-7!.L//!!1080,_ ________________________ _ 

Dollars Hla6c;.511.7 __________________________ ___, 

Total Delay Rental: Thirteen and 14/100 

Dollars ($.~1~3.~1~4--------~ 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by clleck or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument !]~!'l'ling another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, lessee agrees to pay or cause to be paid one-haW (1/2) of the royalty 
provided for in this lease to the Commissioner of the General land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as inducting all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter prov.cted, 
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 determined by 1) 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 run, or 2) the highest market price thereof Qffered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in wrtting, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined aa oil in aubparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extradion 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 the greater; 
provided that the maximum pressure base in measuring the gas under this lease 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 tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C} PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 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°/o) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50°Ai), or that percent accruing to Lessee, whichever tS the 
greater, of the total plant procfudion of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which lessee (or ns parent, subsidiary or affiliate) owns an interest. then the percentage applicable to liquid 
hydrocarllons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm·s length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable qualrty in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater. In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarllons) whether said gas be "casinghead," "dry," or any other gas, by fractionaUng, burning or any other processing shall be 1/5 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Lar,d Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of eact, product for the same month in which such products are produced; whichever is the 
greater. 
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5. MINIMUM ROYAL TY. During any year after the expiration of the primary tern, of this lease, if this lease is maintained by productior,, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provtded; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this fease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 

6. ROYAL TY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. lessee agrees to compute and pay royalties on the gross value received, induding any reimbursements 
for severance taxes and produdion related costs. 

8. PLANT FUEL ANO RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease. and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing fomiation undertying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALl'(PAYMENTS AND REPORTS. All 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 produdion of oil and gas shall be as provtded In the rules set forth In the Texas Register. Rules currentfy provide that royalty on oil 
is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the fonn and manner prescribed by the General Land Office 
and showing the gross amount and dispasition 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 confinning the gross production. disposition and market value induding gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedu~. ,ummary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each ~ase. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administretive 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 prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohib~ the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall nof appfy in 
cases of titre dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (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 furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering 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 other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, lnduding the books and accounts, receipts and discharges of an wells, 
tanks. pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, nH!ntry, temporary abandonment or plug and abandonment of ariy well or 
wells. Such written notice to the General Land Office shall indude copies of Railroad Commission fomis for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to 1he General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, pemiits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall Include the word ·state• in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word ·state.· Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores. or other 
lnfomiation relative to the operation of the above-described premises, which may be requested by the General Land Office, In addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit 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. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents 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 . 
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11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or rt during the primary tenn hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate rt on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences 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, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
ressee's rights shall remain in full force and effect without further operations until 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 reworicing 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut·in oil or gas well within the primary tenn 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 tixty (60) 
days from the date of completion of such shut·in oil or gas well and upon the failure to make such payment. this lease shall ipso facto tenninate. lf at the 
expiration of the primary tenn 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. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor ga1 is being 
produced on said land, but Lessee is then engaged in drilling or reworlcing operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in woricmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and If they result in the production of oil and/or gas, so long thereafter as oil and/or gas ls produced 
in paying quantities from said land, or payment of shut·in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration of the primary term. production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty-(60) days after such cessation, and this lease shall remain in full force and effed for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain 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. tf the drilling or reworking 
operations resurt in the completion of a well as a dry hole, the Jease will not tenninate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking 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 Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, -wen· 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 tenn of a lease that, until being shut in, was being 
maintained in force and effed, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut·in oil or gas royalty an amount equal to 
double the annual rental provided In the lease. but not less than $1.200 a year for each wen capable of producing oil or gas in paying quantrties. ~ 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each in~ial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term. (2) 60 days aner 
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. Such payment shall be made one-half (112} to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil. 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 tenn of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut·in year. 

15. COMPENSATORY ROYALTIES. 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 completed in the same producing 
reservoir, or in any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shut·in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty 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 completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one--half (1/2) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1,000) feet of the teased premises. If the compensatory royalty paid In any 12-month period 
is an amount less than the annual shut·in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent 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 effed 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 (1) 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 14 hereof), 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 unit 
pursuant to Texas Natural Resources Code 52.151·52.154, 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 Rallroad Commission of Texas, or any successor 
agency, or other governmental authortty having jurisdiction. If at any time after the effedive date of the JliHf.iaL termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are redassified so that less acreage ~he..,nrr allo'!:,!e~aid wi,11 or wells for ·:: .. : . : : ... . . .. :. . . 
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production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-of-way for 
~isting roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lar,ds·), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
farther terminate as to all depths below 100 feet below the total depth drilled (hereinafter •deeper depths·) In each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof}. If such amount is paid, this lease shall be in force and effed as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so rang 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 form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial 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 of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed 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 and/or 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. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and·gas under the above-Oescribed land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial Quantities within 1,000 feet of the Jeased premises. 
or in any case where the leased premises is being drained by production of oil or gas. the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with r;tiligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying wtth any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the Jeased premises by reason of war, rebelllon, riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be llable for damages for failure to compty with such covenants; additlonany, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary tem, 
in the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actu~I interest 
owned by the owner of the soil. The Commissioner of the General land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If. during the primary tenn, a portion of the land covered by this lease is induded within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154. or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term. the number of acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
improvements, livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury Its pipelines b$;; plo~dept~•• .. : : : 
• • • • • ••• • •• • 

••• • • • •• • 

• • • • • • • • • • 



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



24. WELL LOCATION LIMIT. No well shall be drilled nearer than five hundred (500) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
fclcilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its difi,posal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 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 dean up the drilling site of all rubbish 
thereon. Lessee shan, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subjed to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtunts placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this k!ase unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, in whole or In part, and the provisions of this lease shall extend to and be binding upon their heirs, devisaes, legal 
representatives, succeSSors ar'ld assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effediveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, er royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affed 
this lease on the part of the land upon which pro rata rentals are limety paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall temiinate for failure to pay the entire rental 
due under Paragraph 3. Every assignee 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 assignee of the lease, induding any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), Wthe owner of the soil aCQuires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subs.idiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded in the county where the land Is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded, must be filed In the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provtsions pertaining to the lease of the above-described land have been lnduded in this Instrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in 
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, oi.~ Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissio'l!r of &h•E;\Genela L1~ Office, or tf Lessee 
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should fall lo file reports in the manner required by law or fail to comply with rules end regulations promulgated by the General Land Office, the School 
land Board, or the Railroad Comm1ss1on. or tf Lessee should refuse the proper authonty access to the records pertaining to operations, or tf Lessee or 
an authonzed agent should knowingly fall or refuse to give correct 1nformauon to the proper euthonty, or knowmgly fail or refuse to furnish the General 
lJlnd Office a correct log of any well, or if lessee shall knowingly violate any of the matenal prov1s1ons of this lease, or if this lease 1s assigned and the 
assignment Is not filed In the General Land Office as required by law. the nghts acquired under this lease shall be sub1ect to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently Informed of the facts which authorue a forfeiture . and when forfeited the area shall again be 
subJect to lease under the terms of the Relinquishment Act However, nothing herein shall be construed es waiving the automatic termination of this 
lease by operation of law or by reason of any special hmltot1on ans1ng hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Comm1ss1oner 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 relallve hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first hen upon all oil and gas produced from the 
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 odd1Uon to the hen provided by Tex.as Natural Resources Code 52 136 and any other applicable statutory lien, an 
express contractual lien on and secunty interest in ell leased minerals in and extracted from the leased prem15es. all proceeds which may accrue to 
Lessee from the sale of such leased minerals. whether such proceeds are held by lessee or by a third party, and all fixtures on and improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royallles 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 covenant or cond1t1on of this lease, whether express or mphed This hen and secunty interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect thlS hen Lessee hereby represents that there 
are no prior or superior hens ansmg from and relating to lessee's acttv1t1es upon the above-descnbed property or f'Tom lessee's acquis1bon of this lease 
Should the Comm1Ss1oner at any lime determine that thlS representation 1s not true, then the Commissioner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee Is hereby granted the nght to pool or unrtize the royalty interest of the owner or the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of 011 or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or un1ttz1ng of the interest of the Stste under this lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the soil agrees that the inclusion of this prov1s1on in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY. lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. employees. partners, 
agents, contractors, subcontractors, guests, Invitees, and their respective successors and assigns. of and from all and any acuons and causes or action 
of every nature, or other harm. Including environmental harm, for which recovery of damages is sought, including. but not hm1ted to, all losses and 
expenses which are caused by the activities of lessee, its officers. employees, and agents ansmg out of. mcldental to. or resulUng from, the operauons 
of or tor Lessee on the leased premises hereunder, or that may anse out of or be occasioned by lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee Further, Lessee hereby agrees to be hable for. exonerate. Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents their successors or assigns. against any 
and all claims, habiht1es, losses. damages. aCUons, personal m1ury (including death), costs and expenses, or other harm for which recovery of damages 
Is sought, under any theory 1nclud1ng tort, contract. or stnct hab1hty, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or 1n any way related to Lessee's failure to comply with any and all environmental laws, those ans1ng 
from or In any way related to lessee's operations or any other of Lessee's acttv1tles on the leased premises. those ans1ng from Lessee's use of the 
surface of the leased premises. and those that may anse out of or be occasioned by Lessee's breach of any of the terms or prov1s1ons of this Agreement 
or any other act or om1ss1on of lessee. its directors. officers. employees. partners, agents, contractors. subcontradors. guests, Invitees, and their 
respective successors and assigns Each assignee of this Agreement, or an interest therein. agrees lo be liable for, exonerate, indemnify, defend and 
hold harmless the Stale of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with 
the actJv1Ues of l essee, ,ts officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium. including soil, surface waters , groundwater sediments, and surface or subsurface strata, ambient air or any 
other environmental medium 1n, on, or under the leased premises. by any waste, pollutant, or con1Bm1nant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing matenals, exploS1ves. toxic matenals, or substances regulated as hazardous wastes. hazardous matenals. 
hazardous substances (as the tem, "Hazardous Substance" 1s defined 1n the Comprehensive Environmental Response, Compensation and liab1hty Act 
(CERCLA), 42 U S C Sed1ons 9601 . el seq ). or toxic substances under any federal, state. or local law or regulatton 1Hazardous Materials"), except 
ordinary products commonly used In connection with 011 and gas exploration and development operations and stored in the usual manner and quanuties 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH ANO DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS ANO DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM ANO AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBIT10N OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS LINDERT AKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRJTIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHAL L SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY R ~s qN, OF THIS AGREEMENT. 

: : : ·:· ·:· .. . . . . . . .. ; ·.· :~ : . . ·-· . . . . 
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37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Ad, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions . 

• 
38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it Is filed of record in the county records and 

I~ the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effetttve date 
o! this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this Jease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

STATE OF TEXAS 

STATE OF TEXAS 

STATE OF TEXAS 

COUNTY OF DALLAS 

By: Bruce Hunt, President J 

Date: --'(2""-"$'.~h,_~c;~,.{"'o:.a.S::____ w Ar' /o c; ( 
• 1,/~1 ~ 

By: ___________ _ 
Individually and as agent for the State of Texas 

TAX IDNO. ________ _ 

DATE:------------

(CORPORA TE ACKNOWLEDGMENT) 

••• • • • •• • 
• 
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BEFORE ME, the undersigned authority, on this day personally appeared :a,......_..._ u..). *' ..i: known to me to be the 

person whose name is subscribed to the foregoing instruments as ~~ of Petro--Hunt LL.C. and acknowfedged to me that he 

oillll}.\~~"1"" executed the same for the purposes an~"~n!il"'Ma 1uff~re1n e~ressed, in the capacity stated, and as the act and deed of said co, po, at.a,, 
,,• ~ ' it:._•, l"°tb Cb"'°' 'I 

Given under my hand and_.'lll~&_f)>~~t~":\~..p"'>i"" day of l"l"\OJ-j, • . 2005. , • 1 • i~/o~*"" \Oi A,,99, '-n,.~ 
~ / ~ ~ \J_ ~t 
• · Notary Public In and for STATE of TEXAS 

:~:,:"'~i:..,h \ \~iii;?) '"""'=~~-~~'" 
~11111,,,,,,,11111• 

BEFORE ME, the undersigned authority, on this day personally appeared Eb F. Luckel Jr. known to me to be the person whose name is 

subscribed to the foregoing instrument, and acknowledged to me that he executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the I 2. day of !!\L'j , 2005. 

!1 @/Zed 
Notary Public in and for STATE of CALIFORNIA 
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EXHIBIT "A" 

This Addendum is attached to and made a part of Oil and Gas Lease, dated April 
30, 2005 by and between Eb F. Luckel, Jr., individually and as Agent for the State of 
Texas, as Lessor, and Petro-Hunt L.L.C., as Lessee. 

AMENDED DELAY RENTAL PROVISION 

-- As to any rentals that may be paid on or before the 1", 2"" and 4'" anniversary date, the 
total rental shall be payable in the amount of $13.14, and except that if delay rentals are paid on 
or before the 3"' anniversary date, the total rental shall be payable in the amount of $328.60. 
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CIIESAPEAKE OPERATING, INC 

.. 
• • . . . . . 
• • ... 
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008019 TX GENERAL LAND OFrlCE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

792599 07/25/07 072507C 

07048351 No. 835391 

DESCRIPTlON OR 
GROSS AMOUNT DISCOUNT NET AMOUNT 

WlLD HORSE PROS LSE BNS " 99944 
~·,r fflvesf-~S 

~ - J4 
\?-\ 

.. TOT AL FOR CHECK 1,999.44 



CIIESAPEAKE OPEllATING, INC v 
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008019 TX GENERAL LA D OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

792598 07/25/07 0725078 

07048343 No. 835390 

DESCRIPTlON OR 
GROSS AMOUNT DISCOUNT N~ AM7 UNT 

WILD HORSE PROS LSE BNS x 20.74389 

1 ( " I . Ji I 

•• TOTAL FOR CHECK 20,743.89 
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PAYE~ •ETACH THIS PORTION BEFORE CASHING C~ CK 

OWNlRNAMI: 

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

Dallas, Texas 75201 
(214) 880-8400 

ST OF TX GENERAL LAND OFFICE 

L.EASE NUMBER 
118 • 1022287 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur Texas 77640 

OWNER NO 

DATE 08/Q8/07 

\1.) "-lO l\"'IIJ~ ~1 

L.EASE DATE MONTHS 
09/30/05 12 09/10/07 

PILE ID &~ 
09/)0/08 68)51 0028 002 

•••• PAYMli:NT TYPE ••• • DELAY RENTAL •••• 

TO BE CREDITED TO ADDITIONAL. TEXT 

BOOK PAGE 
PROSPECT DELAWARE BASIN 
COUNTY/PARISH CUL.BERSON 
TRACT NO 20045 
LEGAL DESCRIPTION 
CUL.BERSON COUNTY, TEXAS BL.OCK 61 T2 
T~P RR CO SURVEY SEC 14 ALL BEING 
701 0 ACRKS MORE OR L.BSS . ••• 

ENTRY 

STATE TX 

. 
• . . 

• • 

PAYMENT AM.)UNT 

BANK SERVICE CHG 

TOTAL. AMvUNT 

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

Page 1 of 1 

AMOUNT~ 

$6.57 j 
7006506 

6 57 

Ii I 

. 
• • . • • • • . 



PAYEE Df:TACH THIS POl-{TION BE~ORE CASHING CHECK 

PETRO-HUNT, L.L.C. / 
1601 Elm Street, Suite 340 

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=E DATE 

Aug-08-2006 

CHECK. NUMBER AMOUNT 

TEXAS GENERAL LAND OFF ICE 7004948 
======aaa..--=---==---====:=:======= 

DATE 08/08/06 L&ASE NUMBER 
I u • 10222e1 

~ ...ic \ I i,l..vL. 
LEASE DATE l".JITT!IS PIUl ID 

09/30/05 12 09/30/07 68351 0028 002 

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

TO BE CREDITE:D TO ADDITIONAL TEXT 

OWNEP " 58207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROC,M 60 
AUSTIN, TEXAS 78701 
SSN/TAX ID 
RECORDED DOOK PAGE ENTRY 
PROSPECT DELAWARE BASIN 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20045 

PAYMENT AMOUNT 

BANI<: SERVICE CHG 

TOTAL AM!lUNT 

v 

$6.57 

C'HECY- NO 7001948 

6 57 

6 ~7 

... . . . 
•• • 

. . ······ .... . 
•••• 

.... . .... .... 
• • • .. 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

PETRO-HUNT, L.L.C. ~ 
1601 Elm Street, Suite 3400 r,: 

Dallas, Texas 75201 J' 
(21 4) 880-8400 

JPMorgan Chase Bank, N.A. 
.._ Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

Page 1 of 1 

OWNER NAME OWNCRNO=c OAT( 

~ Mar-14*2006 
====,,----=============:!!=========::!!: 

AMOU~ 

ss.s1 I r. 
TEXAS GENERAL LAND OFFICE 

CHECK NUMBER 

7004278 

LEA.SE NUMBER 
118 • 1019156 

.,. ......... uu....._,..._,., O~NAMR DATE 03/14/06 CHECK NO 700 4278 

RENTAL PERIOD 
LEA.SE DATE MONTHS FR(M TO FILE ID 

04/10/05 12 04/30/06 04/30/07 683~1 0028 001 

• • • • PAYMENT TYPE • • • • DEt.AY RENTAL •••• 

TO Bl! CRl!DITED TO 

• OWNi,;R # 58207 
TEXAS OENERAL LANO OFFICE 
1700 N CC.NORESS AVENUE ROC.~ 60 
AUSTIN, TEXAS 78701 
SSN/TAX ID 

ADDITICNAL TEXT 

Rl!CORDl!D BOOK 88 PACE 788 ENTRY 
PROSPECT Delaware Ba•in Area J 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 20045 
i.m 

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

• • • •• • • • . . 

PAYMENT AMOUNT 6 !,7 

BANK SERVICE CHG 

TOTAL AMOUNT x 6 ~7 

I 



PAYEE DETACH THIS PORTION GEF('lr'E CASHING CHECK 

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

Dallas, Texas 75201 
(214) 880-8400 

t 
OWNERNAMl 

TEXAS GENERAL LAND OFFICE 

LEA E NUMBER 
118 • 10191~6 

v JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

OWNER NO 

DATE 

DATE J 
Mar-15-2007 II 

Ol/1'5/07 

Page 1 o f 1 

CHECK NUMBER dMOU'!!...J. 
7005795 ---ff-----\cY;--1$6.57 j 

.,r.,,1~ CHECK NO 

MvNTIIS 
12 

PROM 
04/30/07 

TO 
04/)0/08 

FILE ID 
683'51 0028 001 

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

TO BE CRE!DITED TO 

CWNER • 5820 7 
TEXAS GENERAL LAND OFFICE 
1700 N CCNGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 78701 

AD:::>ITIONAL TEXT 

RECORDF.D DOOi< 88 PAOE 788 F.NTRY 
PROSPECT DELAWARE BASIN 
COUNTY/PARISH CULBERSON STATE TX 
TRACT NO 2004'> 

. • . 
• . .. . • • • • • . • . 

PAYMENT AMOUNT 6.57 

BANI< SERVICE CHO 

TOTAL AM.)UNT 6 57 

. ... . 
• • . • • • • • • . 



• • • • • • . . . . . . . . ' .. . . ~ . . . . . . . . . . . . . . . . . . . . . ... 81 611 



PAYEE DETACH THIS PORTION BEFORE CASHING CHECK 

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

Dallas, Texas 75201 
(214) 880-8400 

C OWNERNAMC 

l ST OF TX GENERAL LAND OFFICE 

JPMorgan Chaso Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur. Texas 77640 

OWNER NO~ DATE 

_JI Mar--06-2008 

Page 1 o f 1 

CHECK NUMBER AMOUNT 

7007483 $164.30 

Lf:ASE NUMBER 
ll8 • 101915G 

ORIGINAL LESSOR/LEASE NAME DATK Ol/06/08 CIIECY NO 7007 483 
LUCKEL EB P JR 

RENTAL PERIOD 
LEASE DATK MOtl111S FROM TO ~-ILE IO 

• 04/)0/05 12 04/)0/08 04/)0/09 68151 0028 001 

• • • • PAYMENT TYJ'E • • • • DEi.AV RENTAL • • • • 

10 BE CkEDITED TO ADDITIONAL TEXT 

ST Tl', 

RECO PAGE 788 
PROS PE 
COUNTY/PAR! ,II 
TRACT NO ,004~ 
LEGAL DESCRIPTION 
CULBERSON COUNTY, TEXAS BLOCK 61 T2 
T~P RR CO SURVEY SEC 141 ALL BEING 
701 0 ACRES MORE OR LESS 

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

ENTRY 

STATE TX 

. 
• • . . 
• • •• 

PAYMENT AMOUNT 164 30 

TOTAL AM.:>UNT 

BANK SERVICE CHG 

X 
o.oo 

164 )0 

\ ~ l 



!lJF- v 
Fill Nn /OS S 9<p --- ~ .~ 
D,1tl' Filed. ~ 1.-/~-{)? -
R 

Jerry ~!~~!\l!)~R~O. 1-;-

Y -

. ... . . . . . . . . . . . . . ... . ... . . . . . . . . . . . . . . . . . . . . . . . . 87707 3 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 19, 2008 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $164.30 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 

913012008 TO 9/30/2009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 
Survey· T&P RR Block/Suffix: 61 Township 2 Section 14 Short Desc: ALL OF SEC 14, BLK 61, T&P RR CO SVY 

YMENT RENTAL 

'.ASE NUMBER TX1090066-001 LEASE DATE: 9/3012005 

ENTRY NUMBER· 60472 

PROSPECT WILD HORSE 

:CORDED: BOOK 91 PAGE 647 COUNTY PARISH CULBERSON 

•R CREDIT Of" 

017397 
Acct 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING ST/TX-SUSAN & DENNIS CHRISTIE 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

COPY FOR 
YOUR RECORDS 

I attached check 18 for the person(a) named above Pteasa date. sign 
d return the attached receipts on the day you rece!VI 11 If directed to 
,ank, please deposit the amount to the credit lo the peraon(s) named 
ove and date, sign and return the receipt on the day you receive 11 If 
rrespondence required, please make reference 10 188ll8 number. 

Date Rece1ved _ _.""_-+-_+-+,_-

Slgn Here __ ........ __ ~--------
By ______________ --i 

Tnle 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No 

STATE 

AMOUNT 

164 30 

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

164 30 

000 

164 30 

36219 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

PO. eox 18496 
OKLAHOMA CITY, OK 73154 

405(848-8000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 36 21~ 

PAY 
TO 

THE 
ORDER 

OF 

••••••• ••• •••••••···154 •DOLLARS• 30 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

DATE 

08/1912008 

AMOUNT 

$164 30 



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

LEASE OBLIGATION DEPOSIT RECEIPT Q 9 Q 118 5 3 

WE HAVE THIS DAY MARCH 24, 2009 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $6.57 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 

4/3012009 TO 4/3012010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS. 
Survey T&P RR Block/Suffix 61 Township 2 Section 14 Short Desc ALL OF SEC 14, BLK 61, T-2. T&P RR SVY 

PAYMENT RENTAL 

LEASE NUMBER TX0011012-001 LEASE O '\TE 4 ,005 

ENTRY NUMBER 59286 RECORDED BOOK 68 PAGE 788 

FOR CREDIT OF 

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

IMPORTANT 

I The attached check II lor the person(a) narned above Ptca dale SlQn 
, and return the anached receipts on the day you rocotve 11 11 d r9C1ed to Date Received 
' a bank. please deposit the amount 10 the credit lo the pcrson(s) namod 

PLEA 

PROSPECT WILD HORSE -~-~ 

COUNTY PARISH c UI r [ r ,ON 

Aoct 

ANNUAL DELAY RENTAL 

SIGN 
~ !UR~ 

Subtotal 

BANK SER\llCE 
CHARGES 

above and dale. sign and return the rec•pt on tho day you receive 11 II Stgn H ere _____________ --l 
correspondence required, please make reference 10 lease number 

Grand Total 

Check No 

Tiile 

. . . . . . . 
. . 

• • • . . ...... 
• 

. . . . 
• • .... . . . .... 

STATE TX 

AMOUNT 

+-657 

\'o'\ 

6 57 

0 00 

6 .57 

45415 



• • • • • •••• 
• ... . . 

• • • •••• 
• • •••••• • 
• 

•••• • • •••• .. . 
• • • •••• 

/05 SJ,l..f 

AEND\L PAYMENT 

l \ttc FilcJ: _.,_o-3 ... l~~i+'I a._")..,_ _____ _ 
Jerry E. Patterson, Commissioner 

!,y ____ QJ...;.._ ______ _ 



Refund to: 

Name: 

Address: 

Refund Request Form 
Texas General Land Office 
Texas Veterans Land Board 
PO Box 12873 
Austin, Texas 78711-2873 

Chesapeake Exploration 

Attn : Becky Young 
PO Box 18496 

Comptroller Payee # 

Date 10/15/2009 

If you have questions regarding this refund , 

please contact: 

Oklahoma City, OK 73154-0496 
Name: Deborah Cantu 

Phone Number: 305-8598 
...;_;...;_c;..;;_c;..;;_~~~~~~~~-

Please Type Form 

Dote Received Register Number Amount Reason for Refund Warrant Number 
Refunded 

8/17/2009 09018221 $6.57 No lease on file for payment. 

For.~l,lse: ,h: 
~ 

- -

File # See above. 

Division: Energy Resources 

Requested by: Deborah Cantu 

Data Control Use: 
-

Backed out from LockasseVLRS 

Returned to LockesseVAdded 

Date Refund Completed 

Control Ledger Entry 

Date warrant mailed: 

Supervisor approval: JZJl/!l::": f o/t f" lo'-} 

Deputy approval•: 

Printed Name: 

Printed Name· 

' Refunds requested for $1,000.00 or more must have Deputy approval. 

Record copy: GLO Receiver 

~ 
- -_,. - ._, --

~~~~~~~~~~~~~~~-

Robert Hatter 

c. LOUIS Renaud 

Rev 6/16/2000 



I 

CH ESAPEAKE OPERATING. INC } P.O . BOX 18496 OKLAH OM A CITY. OK 731,54 

LEASE OBLIGATION D EPOSIT RECEIPT og ~a2a0 

W E HAVE THIS DAY J ULY 22, 2009 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
TH E SUM OF $6 .57 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 
PURSUANT TO THE T ERM S OF THE LEA SE IDENTIFIED HEREIN. FOR THE PERIOD FROM 9/30/2009 TO 9 /30/2010 

COVERING LESSOR' S INTEREST IN LAND DESCRIBED AS 

Township: 2 Range : Section: 14 Block: 61 / Survey · T&P RR County : CULBERSON Short Desc: ALL OF SEC 14, BLK 61 , T& 

PA YMENT : RENTAL 
LEASE NUMBER: TX1090066-001 
RECORDED BOOK: 91 PAGE 647 
FOR CREDIT OF: 
0 17397 

1u\~ 

r v~.... I I\ ~ 1 · """ ' 4 

LEASE DA TE. 9/30/2005 
ENTRY NUMBER:60472 

A CCT 

PROSPECT. WILD HORSE 
COUNTY/PARISH:CULBERSON 

COMMISSIONER OF THE GENERAL LAND 

OFFICE OF THE ST A TE OF TEXAS 
STEPHEN F. AUSTIN BUILDING STfTX SUSAN & DENNIS CHRISTIE 
1700 NORTH CONGRESS SUITE 600 
AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT Subtotal 

09018221 

STATE: TX 
AMOUNT 

$6 57 

$6 57 

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

• • • . . .... 

The 1n ached check Is to, lhe peroonc11 named 1bo'ol1 Ploa11 da11. 
1,gn and return the 11tached roc11p11 on Iha d1v vou rec11v1 It. II 
chretted to I tNnk~ pteue de~H the amount to the cr1CJ1t ot t"­
peraonCtl named abOYe and date . 1tgn And return the rec••PI on tha 
day you roc,ev1 11 If c0tr11pondonc1 r1Q<Jorld. plnn make rol1tenc1 
to tee,• number. 

Doto Recoivod _ __________ --4 BANK SERVICE 

CHARGE t 
Sign Hero -------------1 

Grand Total 
B y ------T~11-1e------------l Chec k No 

S,00 

$6.57 

125737 



$ REM ITTANCE DI TRIBUTlO - DO NOT FILE 

R mittance De cription F i ca l R gi t r 
a m Refer Type Mo Day Year Year umber mount 

11 AP A p .. RA lN 121 08 17 2009 2009 01 822 1 6.57 
RENTAL VOUCilER (N) 
Fi le umber L Amount F ile Number L mount 

C'AS II/ n100002 I 



C:,. 
File No. l:l"S'S,(..c 

hN~ 
lJte Filed: \'i>l 1,IP q 

Jerry E. P~rson, Commissioner 

i1Y-----'~----------

• 



MF /&~ 
County 
Gross Ac 1o I 

Lessor Name (short) 

Date of lease 

Bonus/ac 
State share 

Net ac/und1v1ded interest 
Term 
Yr 2 & 3 rentals prepaid 

4th yr rental (includes 5th yr) 
State share 

A 

4th yr rental (wlo 5th yr) 5q 5 g t- . C/3 
State share :;tq I t}4 L , '-' 7 

5th yr rental f • fl 
Slate share 

Rentals paid - date/amount 

2nd yr ,.J4 

3rd yr NA 
4th yr 

5th yr 

~;•• P,ep-:&-t.2/P-f f 6 
1u-1r.~,~ 

8-/C IC 

l ___ --

B c 

JJ. A, jJt{ 

11I A fl,/.[ 

Renta l/Lease Status 
RAL Undivided 
Interest Leases 

D E F 

~~ 
--

Al.l ~ ~sik_QE 

/- Z.. -z_ - o 1 ~ J~-c..5 

3t,~~~~~ 9). §t{~~~fi) 
IZ.,!::LJ.3 54..11,,7 /~, N37S. 

5 !i_ 

~ 

1J ll. jJJJ i__,s1 3-.u-lJ,. 

.NH t,JA l, S''l 3-29- 1 

n 1- 3o 3 1tJ c£._ 

i; S7 3 3[ l,rz 

';J.... __..,._..__ 
J..,u.~' 

A- - 30-(0 

G H Total net ac leased 

[ use pencil) 



...J!' t O 

By - ~ , -



' 
TEXAS ,G lE l'\f lE 1{ i\ lL lL i\ l\f !) {) lF li~· I C lE 

JERRY PATTERSON, COI\IMISSIONER 

August 30, 2010 

Jordan Mattson 
Chesapeake Exploration Limited Partnership 
PO Box 18496 
Oklahoma City, OK 73154-0496 

RE: State Lease No. MF 105526 Sec 14, Blk 61, T2, T&PRR Co Survey, Culberson Co TX / 

Dear Jordan: 

Lease A, James Robert Hill, et al, as agent for State of TX, Lessor v 
Lease B, Dorothy Jean Keenom, et al, as agent for State of TX, Lesson/ 
Lease C, Hill Trusts, et al, as agent for State of TX, Lessor v' / 
Lease D, H-S Minerals and Realty, Ltd, as agent for State of TX V 

Lease E, Casody Enterprises, LLC, as agent for State of Texas, Lessor o:fo 
f'&-..-<.-

Our records indicate that the referenced leases have terminated for failure to pay the fourth year delay rentals 
due on or before January 22, 2010. 

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 processing fee of $25.00 per 
document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period, the mineral files shall be endorsed "terminated." 

Any well on the 70 I acres should be plugged and abandoned in accordance with Railroad Commission Rules 
and Regulations. 

If you have any questions regarding this assessment, you may contact me at the phone number below. 

Yours truly, 

~~ 
Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475-1579 
512-475-1543 (fax) 
ha rri et.dun ne!al g Io. state. tx. us 

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

l'ost Oflice Box 12873 • Austin, Texas 78711-2873 

512-463-500! • 800-998-4GLO 

\\'\V\v.glo.!;tJ re. tx. u:; 



I (9/10/2010) Harriet Dunne - Release of State Lease No. MF 105526 

From: 
To: 
Date: 
Subject: 
Attachments: 

Ms. Dunne, 

Jordan Mattson <jordan.mattson@chk.com> 
"'harriet. dunne@g lo .state. tx. us'" < harriet. du nne@glo. state. tx. us> 
9/9/2010 3:52 PM 
Release of State Lease No. MF 105526 
TX 1090066-002.pdf; TX 1090066-003.pdf; TX 1090066-004.pdf; TX 1090066-005. pdf 

I had received a request for release of the subject lease on September 2nd, 2010. Chesapeake has 
released 4 of the 5 leases, and those recorded releases are attached to this email. We have no record of 
the final lease ever being released, and I will get that process started today. Please let me know if you 
have any questions. 

Regards, 

Jordan J Mattson 
Associate Landman - Permian 
Office: (405) 935-1889 
Fax: (405)849-1889 
Email: jordan.mattson@chk.com 
[cid:image001.jpg@01 CB5020. 09010790]<http://www.chk.com/> 

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 1 I 



di I( 
File No. I e2 S 5":J. (,q 

~Jc.:~ 
Date Filed: 9 • f S' (0 

Jerry E. Patterson, Commissioner 

Ry ~) 

I 

.. 



RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) L05 .. 0707 

COUNTY OF REEVES 
) SS 
) 

CHESAPEAKE EXPLORATION, l.l.C., successor by merger to Chesapeake 

Explora!lon L1m1ted Partnership, whose address ,s P O Box 18496, Oklahoma City, 

Oklahoma, 73154-0496, does hereby release. relinquish and surrender all ,ts nght. title 

and interest 1n and to that certain 011 and Gas Lease located 1n Culberson County, Texas, 

and described as follows· 

LESSOR 

LESSEE 
DATE. 
RECORDED. 
DESCRIPTION 

STATE LEASE# 

State of Texas, acting by and through ,ts agent, James Robert Hill, 
lnd1v1dually. and Co-Trustee, Virginia Glenn Hill Lattimore. 
Individually, and Co-Trustee. and John A Styrsky, Co-Trustee of the 
Houston and Emma Hill Trust Estate 
Chesapeake Exploration L1m1tad Partnership 
January 22, 2007 
Vol 94, Pg 649, Entry 62468 
Block 61 , Township 2, T&P RR Co Survey 
Section 14 All 
MF105526 

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this 

instrument this It? f,< day of ~arc..4 . 2010 

CHESAPEAKE EXPLORATION, LL C , 
an Oklahoma limited liab1 ty company 

By Hemy J Hood~ P,es~ent -
Land and Legal & General Counsel ~ 

a-s 
STATE OF OKLAHOMA ) 

) SS. 

COUNTY OF OKLAHOMA ) 

This instrument was acknowledged before me on this J.Qrb day of 
~ (ly'(){) , 2010. by Henry J Hood. as Senior Vice President - Land and Legal 

& eneral Counsel of Chesapeake Exploration. LL C on behalf of said limited hab1lrty 

company ~~ 
Notary Public 

My Comm1ss1on Expires =WJ22>J 
Comm1ss1on Number Cl Cj l I 

7X/oCfoo~C,-oo4 



~ertlfocale of Record 

__ ._/0,,._._()_Q ___ Recording Fee 

-------Certttied Copy Fee 

--+JQ...._._00 ___ Total Paid 

ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENT AL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

SEA~ GFIAPHICS. INC. 

-------

0008~1 

_COMPMED 
.... 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this instrument with its certificates of authenticity was FILED on the 
date and at the time stamped hereon and was duty RECORDED In the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as Indicated. 

OPR VOL. 839 PAGE 679 DATE RECORDED OJ/24/2010 

Deputy 

• 



File No. 

-::If rz-­

rzisrz. (e 

,e a___,.__.,.,..e " A " 
Date Filed: '1 O• ·s ;;z,-10 

Jerry E. Patterson, Commissioner 

Fly t,¥ 

• 

• 



. . . 
Deel l!6il'lltC6532J 

RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
)SS 

COUNTY OF REEVES ) c~,t~,J,,,, 
CHESAPEAKE EXPLORATION, LL.C., successor by merger to Chesapeake 

Exploration Limited Partnership, whose address is P. 0. Box 18496, Oklahoma Ctty, 

Oklahoma. 73154·0496, does hereby release. relinquish and surrender all its right, title 

and interest in and to that certain Oil and Gas Lease located in Culberson County, Texas. 

and described as follows: 

LESSOR: State of Texas, acting by and through its agent. Dorothy Jean 
Keenom. Individually and as sole trustee of the Thomas Hill Puff 
Trust and the Nancy Puff Jones Trust 

LESSEE: 
DATE: 
RECORDED: 
DESCRIPTION: 

STATE LEASE#: 

Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 95, Pg. 48, Entry 62624 
Block 61, Township 2. T&P RR Co. Survey 
Section 14: All 
MF105526 

IN WITNESS WHEREOF. the undersigned owner and Lessee has signed this 

instrument this lot:b day of Ho,,V'Cb . 2010 

CHESAPEAKE EXPLORATION. L.L.C .. 
y company 

STATE OF OKLAHOMA ) 
) ss: 

COUNTY OF OKLAHOMA ) 

This instrument was acknowledged before me on this J..ilih day of 
lv\(U' C,'{\ • 2010. by Henry J. Hood. as Senior Vice President· Land and Legal 

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

company. lliJ\.i ~A AA 
My Commission Expires: Q9 ~1£> 11 \ 
Commission Number: Ci1QD 'n I 
W 'Permian_ Soulh\Levescy\Releases1TX 1090066-002 doc 

Notary Public 
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RELEASE OF OIL AND GAS LEASE 

ST ATE OF Tt:.XAS ) 
)SS 

COUNTY OF REEVES ) 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake 

Exploralton Limited Partnership whose address 1s P O Box 18496 Oklahoma City 

Oklahoma 73154-0496. does hereby release rehnqu1sh and surrender all its right lttle 

and interest in and to that certain 011 and Gas Lease located in Culberson County Texas 

and described as follows 

LESSOR State of Texas acting by and through its agent Hill Trusts agent for 
the MSW Revocable Trust. Michael S Waltrip Trustee MLH 
Revocable Trust Margery L Hanna Trustee and Waltrip Marital 
Trust Kenneth Waltrip Trustee 

LESSEE 
DATE 
RECORDED 
DESCRIPTION 

ST A TE LEASE # 

Chesapeake Exploration L1m1ted Partnership 
January 22 2007 
Vol 94 Pg 693 Entry 62472 
Block 61 Township 2 T&P RR Co Survey 
Section 14 All 
MF105526 

IN WITNESS WHEREOF the undersigned owner and Lessee has signed this 

2010 

CHESAPEAKE [XPLO TION L I C 
1ty company 

/ 

By __,........ 
Henry J Hood S r Vice President -
Land and Legal & General Counsel 

I··-

ST ATC OF OKLAHOMA 
SS 

COUNTY OF OKLAHOMA 

This instrument was acknowledged tefore me on this I 0-hi day of 
o.t.0 _ 2010 by Henry J Hood as Senior Vice President Land and Lega 

& t::neral Counsel of Chesapeake Exploralton L L C on behalf of said limited hab111ty 

company ~ 

My Commission Expires ~11 l__ 
Commission Number l _ 

I'll.I! , _ ........ J...Z __ 

Notary Public 

(!_ 

- -

L -------------- - - - - --- - - - - ---- - - - -



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tr 1b. ... ~ J 1, 'i.11' ng .5 a full, true and cooect photogrnDh c ,py ,1 u 

I lod. rb «1110 r, lt pub,.c record, ol ITl't.. QJ!gtl V 2 
01111-ai rE rd mw r,,y .iwtu, custooy clfld po "1 ,~ t 
PAGE 4]5 THRU Ul'l' li O 

~~ .. ~ lh•,ooycenr .don 5 /06 20 IO 
~~ l',n. 

E~)llrrib.~ , ~~ DEPUTY 

• •••• .... . 
••••• • 

. . . ' . . . .. . . . 
• • • .. 
.. . 

• • • - ... 
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ChesoJJeake Operating. Inc. 

008019 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

382575 05/18/10 051810 

10708043 
No 1294826 

OESCRIPTION OR NET AMOUNT 
GROSS AMOUNT DISCOUNT 

' 
BALMORHEA PROSP REC FEE I 150.00 

I 

I c}(o 

Total for check $150 00 



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

. . . . . . ... . 

May 26, 2010 

VIA OVERNIGHT COURIER 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress Ave . 
Suite 935 
Austin, Texas 78701-1495 

Re: Filing of 6 Release of Leases 
MF 108252, Section 5, Block 57 , PSL Survey I 

MF 108253, Section 8, Block 57 , PSL Survey 1 

MF 108254, E/2, Section 31, Block 56, PSL Survey I 

MF 108255, Section 44, Block 56, PSL Survey ~ 
MF 105575, Section 2, Block 45, PSL Survey r 

Rebecca '! oun~ 
\"1,1 Ill( f Ill /111.111 

MF 105526, Section 14, Block 61 , Township 2, T&P RR Survey .\c.r,vc;; 
Reeves County, Texas 

Dear Ms. Boyd: 

Enclosed please find certified copies of the above mentioned Release of Leases 
("Releases") located in Reeves County, Texas. Chesapeake Exploration , L.L.C. 
("Chesapeake") desires to file these Releases with the General Land Office. 

Also enclosed, is Chesapeake's check number 1294826 in the amount of $150.00 
which represents the required fi ling fee of $25.00 per Release. 

Should you have any questions in this regard , please call me at (405) 935-4344. 

Sincerely, 

Chesapeake Exploration, L.L.C. 

~~ftft~~ 
Enclosures 

( hr,.,pr.lkl' I m:r,n Corpor,,111>11 
PO Bo, IS-IW, • Ol..l.ilw111.1 < u, ()!,.. -,1,-1 0-1'11, • 1,t 10 '\ \\r,1,·111 \\ ,·nm • 1)klihom1 < 1t\. 01' -~I IS 

lll'i ,'l l'i. l '4·1 • t.1x -ID'i 'I~\ 12 'i I • I, ,b.,11ungl"d1k ,0111 
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RELEASE OF OIL AND GAS LEASE 

ST ATE OF TEXAS ) 
) SS 

COUNTY OF-REEVES- ) 
C vi 6t>,,. .forJ 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake 

Exploration Limited Partnership, whose address is P. 0. Box 18496, Oklahoma City, 

Oklahoma. 73154-0496, does hereby release, relinquish and surrender all its right, title 

and interest in and to that certain Oil and Gas Lease located in Culberson County, Texas . 

and described as follows 

LESSOR: 

LESSEE: 
DATE 
RECORDED: 
DESCRIPTION: 

STATE LEASE#: 

State of Texas, acting by and through its agent, H-S Minerals and 
Realty, Ltd, By: RC Starr, LLC, General Partner, By: Cydney H. 
Shepard, President 
Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 94, Pg. 748, Entry 62477_ 
Block 61, Township 2, T&P RR Co. Survey 
Section 14: All 
MF105526 

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this 

instrument this l ~th dayot Mu.rch , 2010 

CHESAPEAKE EXPLORATION, L.L.C., 
an Oklahoma limited liabilit company 

Henry J. Hood, nior Vice President-

'_! 

Land and Legal & General Counsel c:.--
/,· "f ~ 

STATE OF OKLAHOMA ) 
) ss: 

COUNTY OF OKLAHOMA ) 

This instrument was acknowledged before me on this / Qt:n day of 
[ P, (~J( CV, , 2010, by Henry J. Hood, as Senior Vice President - Land and Legal 

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

company. {J,µ.e_,~~ 
Notary Public 

My Commission Expires: ~~ l'l, 12>) \ l 
Commission Number: (\1 1 \ %\ 
W \Perm1an _ South\Levescy\Releases\ r..< 1 090066-005.doc 

' . I I 



CERTIFICD TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULDEI':.SO:J 

The above and fore~oir.3 is a full, true and correct photographic copy of tho 

original record now i~[ £~1 custody and possession, as the same is 

filed/recorded in the() ___ as Records of my office, found 

lnVOL.\DL_,PAGE 43 
I hereby certified on..5.__ 5 2QlQ_ 
LINDA McDONALD, COUNTY & DISTRICT CLERK 

JrRrn1vraaXAS DEPUTY 

•••• • • •••• 
• •••••• • • 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
) SS 

COUNTY OF REEVE& ) 
Cv//,erJo-? 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake 

Exploration Limited Partnership, whose address is P. 0. Box 18496, Oklahoma City, 

Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its right, title 

and interest in and to that certain Oil and Gas Lease located in Culberson County, Texas, 

and described as follows: 

LESSOR: 

LESSEE: 
DATE: 

State of Texas, acting by and through its agent, Dorothy Jean 
Keenom, Individually and as sole trustee of the Thomas Hill Puff 
Trust and the Nancy Puff Jones 11r1Jst 
Chesapeake Exploration Limited ,Partnership 
January 22. 2007 t,u:1.,.-· ., . , , .. · .... -------. -

"! 

,. ,I I r 

RECORDED: Vol. 95, Pg. 48, Entry 62624 
--·-··---·- .· 1' I -- .J~)'{ ni 

DESCRIPTION: Block 61, Township 2, T&P RR Co. Survey 

ST A TE LEASE #: 
Section 14: All 
MF105526 

---- ----- - ... ' (',:,' . .; .I l 

;:;1,'!,.JJ r:-,1,;;·_. J ~· y·: · '. ~ . . '"'.:: ,- . : ! 'J,OY.lJ 
<,. •, ,• I • [_ _I~ '.,;;: ;;J;,!JU'.) 

'(l'.l .. --- --~--.. 'f!l 

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this 

instrument this I 0±1:J day of tJ1 /A,V' Gh , 2010 

By: 

STATE OF OKLAHOMA ) 
) ss: 

COUNTY OF OKLAHOMA ) 

CHESAPEAKE EXPLORATION, L.L.C., 
an Oklahoma limited liabjlity company // 

~ p 
Henry J. Hoop;Sftni6r Vice President- ~ 
Land and Legfil& General Counsel 

r~'JC} 

This instrument was acknowledged before me on this .lcll:h day of 
t:J\(>j GV\ . 2010, by Henry J. Hood, as Senior Vice President - Land and Legal 

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

company. {k}\L'Jhw AA 
My Commission Expires: Qq ~1,'2J / \ \ 
Commission Number: G1QO I)) I 

w-\Pe rm1a n _ South \Levescy\Re leases \TX 1 090066--002. doc 

Notary Public 

I 

I 

' , 



CERTIFICD TRl'E Arm CORRECT COPY CEIITIFICATB 
STATE OF TEXA3 
COUNTY OF CULDERSON 

The above and foregoing is a full, true and correct photographic cov, ofdlo 

oripnal record now in my lawful custody and poucssion, as the 1111111 II 

filcdhecorded in lhcD' I i Bas Records of my oflice, folmd 

IA VOL. lll.L, PAGB-4 .. '.J...__ 
I bereby certified OD 5 _5..._ __ 2.Qlli. 

DEPUTY 

•••• • • •••• 
• •••••• • • 

• 
•• • • •••• 

• •• • • • •• • 
• 

•• • • • • • ••• 
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Chesaneake 
rENERGY 

May 26, 2010 

VIA OVERNIGHT COURIER 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress Ave. 
Suite 935 
Austin, Texas 78701-1495 

Re: Filing of 8 Release of Leases 
MF 108246, Section 36, Block 62, T2, T&P RR Survey 
MF 108247, Section 14, Block 60, T2, T&P RR Survey 
MF 108248, Section 18, Block 61, T2, T&P RR Survey 
MF 105526, Section 14, Block 61, T2, T&P RR Survey 
Culberson County, Texas 

Dear Ms. Boyd: 

Rebecca Young 
AssistJnt Land,n.111 

Enclosed please find certified copies of the above mentioned Release of Leases 
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C. 
("Chesapeake") desires to file these Releases with the General Land Office. 

Also enclosed, is Chesapeake's check number 1293841 in the amount of $200.00 
which represents the required filing fee of $25.00 per Release. 

Should you have any questions in this regard, please call me at (405) 935-4344. 

Sincerely, 

Chesapeake Exploration, L.L.C. ~}rr 
ant Landman 

Enclosures 

Chesapeake Energy Corporation 
P.O. Box 18496 • Oklahoma City, OK 73154-0496 • 6100 N. Western Avenue• Okl.1homa City, OK 73118 

405.935.4344 • fox 405.935.4251 • hecky.young@chk.com 
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c. 71esapeak.e Operatmg, Inc. . 
0 08019 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUM BER 

377897 05/17/10 051710 

10708045 
No. 1293841 

DESCRIPTION OR NET AMOUNT 
GROSS AMOUNT DISCOUNT 

WYOMING PAOSPEC REC FEE / 200 .00 

.I 

J ;)-{o 

Total for check $200.00 
-·--- .. ------- --- · - · - - -- --
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• ! : : • • • •••• ... . . . . . 
: : : .:flf;t.EAio Of! OIL AND GAS LEASE .... 

STATE OF TEXAS ) 
) SS 

COUNTY OF CULBERSON ) 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake 

Exploration Limited Partnership , whose address 1s P O Box 18496, Oklahoma City, 

Oklahoma, 73154-0496, does hereby release, relinquish and surrender a II its right, title 

and interest in and to that certain Oil and Gas Lease located in Culberson County, Texas, 

and described as follows: 

LESSOR: 

LESSEE: 
DATE: 
RECORDED: 
STATE#: 

State of Texas, acting by and through its agent, Hill Investments, Ltd ., 
By Casody Enterprises, LLC, General Partner, By: Alan M. Hill, 
President and Agent for the State of Texas 
Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 95, Page 59, on August 9, 2007 
MF 105526 

IN W ITNESS WHEREOF, the undersigned owner and Lessee has signed this 

instrument this J ~day of d4}~~ , 2010 

CHESAPEAKE EXPLORATION , L LC., 
an Oklahoma llmrted liability co 

STATE OF OKLAHOMA ) 
) SS 

COUNTY OF OKLAHOMA ) 

Henry J. Hood, S 
Land and Legal & 

1or ce President - ~ 
eneral Counsel ~ u~ / 

1,v 
~ (,{JG 

~ This instrument was acknowledged before me on this .sd!/.!f- day of 
~IL , 2010, by Henry J. Hood, as Senior Vice President - Land and Legal 

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

k,tkt: -company. 

My Commission Expires ~{l<l/<t­
Commission Number. 03DoS< 5"(0 

W IPemi1an_SouthlMrtchelllReleases\TX 1090066--006 doc 

b ~ryPublic 

--- - ------······· ··· - --- t I I i (~-fl OINA Pt.H:RSON : 
: H l,L N ry f : 
: u; ,.'" Stat r o~ 1 : 

: Comm1n1on # 08008510 Exprron 0813~~1_2 : 
I -··-···-·-··· 
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Jl'Rll\ P\1 11 Rl.iO'\, CO\l\11\':>IO'\l R 

August 30, 20 IO 

Jordan Mall on 
Chesapeal,.e Exploration Limited Partnership 
P Box 18496 
Oklahoma Ci ty, K 73 154-0496 

R ·: la lc Lea c o. IF I o-s26 ' cc 14, Blk 6 1, T2. ·1 &PRR Co urvey, Culberson Co 1 X 

Dear Jordan: 

lxasc t\, Jwnc~ Ruucr l I I ill, c1 ul, as agenl fur late un X, Lessor 
Lea c 8, Dorothy Jean Keenom, cl al, as agent fo r , tale of TX. l essor 
Lease C, I lill Trusts. et al. as agent for tale of TX, Lessor 
I ease D, 11- Minerals and Realty, Ltd, as agent for tale of TX 
Lease £.:, Casod) L· nterpriscs, LI C, a agent for tate of I e\a , l e sor 

Our records indicate that the referenced lea es ha\e terminated for failure to pa) the fourth year dcla) rentals 
due on or before January 22.2010. 

Pursuant to the Texas Administrati ve Code, we request that ) ou file \\ ith this office a recorded original or 
certified copy of a Release of these tate Oil and Gas Leases along \\.ith a processing fee of $25.00 per 
document to be sent to the attention or Beverly Bo) d. 

You have 40 days from the date of this letter in \\hich to present e\idence and convince the General Land 
nice that a termination has not occurred. If such evidence has not been presented at the expiration of the 

40-day period, the mineral fi les hall be endorsed '' terminated." 

ny, ell on lhe 70 1 acre c;h uld he plugged and abandoned in nccnrdance \\ilh Railroad C'ommic;c;ion Ru les 
and Regulations. 

If you have any questions regarding this assessment, you may contact me at the phone number belov .. 

Your truly. 

!); dJL/v.- J-o&~vl-
I Iarriet Dunne, CPL 
Mineral Leasing. Energy Re ources 
512-475-1579 
512-475- 1543 (fa,) 
harriet.dunne a.glo.statc.t\. .Us 

, tl'phcn I·. \ us11u llutld,ng • 1700 i':orth l'ongrc~~ \ venue · .\ u 1111. Tex.is 78701 l llJCj 

P,,~t Ofli,c Bnx 12871 • \11st111,Te .1, 787 11 2871 

:;12 .,r,,-:;001 • 800-9% 4(,1 () 

\\\\\\,glo. tJtc. rx.11' 



~ \. i:i. :\. :\. 

ChesaB~~e 

October 7, 2010 

VIA UPS 

Ms Hamel Dunne 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin , TX 78701 -1495 

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

Re. State Lease No. MF 105526 

Dear Ms Dunne· 

Jo rdan J . M attson 
As~o, 1.11,· I ,111 /111 111 R , J.: 1t I', r1111,111 

Per your request , please find enclosed the release of the subject lease It is my 
understanding that th is 1s the final release of leases A-E in your letter 

Please give me a call if you have any questions 

Best regards, 

Jordan J Mattson 

Enclosures 

( hc, .1pcakc I· ncrJ.1\ ( orpor.1t1011 
P.O . Box l !MW, • O kl.1ho111.1 l ll\, (l"- -, I 'i4 O·l 'I<, • 1, 100 ', \\ntnn \H·nul' • llkl.tl1t1111.1 l 1t\, (l "- - , 118 

·HVi 'IVi 1889 • IJ\ 4lH.'1''i .·l!'il • 1ord.111.m.1t t,onla lhk.l<>lll 



J1 
- • <= 

~ · I " 
~ I J~tc (.J) 

I <;) i ~ '4.1 I 
2 4 I 

I --:, cu 
I '" >-

~ - ...... ~ 

" :z 
" @ " ~ >-u: 0 C'.l 

• • • • • • • • • • 

. -.. 
• •• • • • ... • 

• • • ••• • • • • • • ••• ••• 

• • • • • • • • •• • 

• •• • • • ••• 


