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W ILLIAM A. CHA LFANT, ( PL Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

CHALFANT PROPERTIES, INC. 

July 25, 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFICE 
1700 North Congress Ave 
Austin, TX 78701 

RE: All of Section 2, Block 45 
PSL Survey 
Reeves County, Texas 

Dear Mr. Reid: 

IDi{ & §a• .££a>in5 and <:Pta[n7.ti£> 

1502 NORTH BIG SPRING 

P. 0 . BOX 3123 

M IDLAND, TEXAS 79702 -3 123 

I have reached an agreement with 2 surface owners under the above-captioned land. I have 
attached copies of the Oil and Gas Leases for these owners. 

The terms are $202.00 per acre (including paid up renta ls for the first two years) for a five year 
paid up lease with 1/Sth royalty. Year 4 to be paid at $201.00 per acre (including paid up rentals 
for the sth year) 

I would li ke for the land office to approve the leases as to form and consideration . Please emai l 
your reply of approval to : jude@chalfantproperties.com 

Sincerely, ·-, 

#0~4UJ ~' 
William A. Chalfant, CPL 

WAC/jkw 
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• . WI LUA M A. CHA LFANT, CPL 

August 10, 2005 

Mr. Drew Reid 

CHALFANT PROPERTIES, IN C. 
r!J;{ & §a> .i:£a>in9 and <JJ,opnti£> 

1502 NO RTH BI G SPR ING 

P. 0. BOX 3 123 

MID LAN D, TEXAS 79702-3 1 23 

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

RE: All of Section 2, Block 45 
Public School Land Survey 
Reeves County, TX 

Dear Mr. Reid: 

ore: {432) 684-9819 
Fax: {432) 682-2601 

E-mail: bill@chalfantproperties.com 

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

The terms are $302.00 per acre (including paid up rentals for the first two years) for 
a five year paid up lease with 1/Sth royalty. Year 4 to be pa id 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 emai l your reply of approval to: mashala@chalfantproperties.com 

Sincerely, 

-~-
William A. Chalfant, CPL 

WAC/mkc 
enclosures 
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HAL REVIEW SHEET 

Transai::tim # 557 4 Geologist: 

Lessor: Keenom, Dorothy Jean, Trustee Lease Date: 

Lessee: Chesapeake Exploration Limited Partnership Gross Acres: 

lfASE IISCRF110fll 

Cotmty 
REEVES 

liRMS 8FHR8J 

Prila'Y Tll'nt 

Bonus/ A era: 

Rental/ Aero: 

Royalty: 

PIN# 

5 years 

$300.00 

$1.00 

22.5% 

Net Acres: 

Base Fi~ No Part Sec. Bloli Twp 
119585 ALL 2 45 00 

liRMS RECDMMEIIID 

Primary Term 5 years 

Bonus/Acre $300.00 

Rental/ Acre $1.00 

Royalty 22.5% 

R. Widmayer 

1/22/2007 Ul: J 

640 

93.5 

Survey Abst# 
PUBLIC SCHOOL LAND 3655 

CDMPARISDNS 

MF# Lessee Date Term Boous/ Ac. Rental/ Ac. Royalty Distance 

Comments: A total of 4 undivided leases in this file. Rentals paid up except for years 4 & 5 at $201.00. See 
transaction# 4758 for Original Workup (U I). 

A~vad: _____ _ 

Last Lease 



... 

Transactbl # 

Lessor: 

Lessee: Chalfant Properties, Inc. 

lfAIE IIICRFlml 

CUty 

REEVES 

CULBERSON 

REEVES 

TERMIIfHIBI 

PriJa1 T II'Dt 

lknls/Ain: 

Root&' Acre: 

Royllty: 

CIMPARII. 

PIN# 

~ 

Is years 

$200.00 

$1.00 

11/5 

RAL REVIEW SHEET 

Base file No Pll't 
118134 ALL 

Geolofjst: 

leas8 Date: 

Acres: 

Sec. IIID Twp 
3 45 00 

R. Widmayer 

7/8/2005 Ul: 0 

SUrvey 
PUBLIC SCHOOL LAND 

3 

2 

45 00 PUBLIC SCHOOL LAND 

45 00 PUBLIC SCHOOL LAND 

TERMS~ 

Prinll'y T ll'm Is years 

lknls/Aae $3oo.oo 1 

RIJIIt&l Aln $1 .oo 1 

Roy~ 11/5 

Abst# 
3536 

3773 

3655 

Mf# L8Sse8 Date Tll'm Bonus/Ac. Rlllta/Ac. Roy~ llstaDI 

I I I 
I I I 
I I I 
I I I 
I I I 

ColmBJtJ: 4th year rental will be $200.00 per acre. Also: Dale B. Hardeman with 640 acres and N.S. Marrow with 
640 acres. 33 1/3%3 ways. 

AIUOVIII: ~ 8·//3 -or 

Thursday, August 18, 2005 

Last Lease 



·rLfNQUISHMENT ACT LEASE APPLICATION 

Texasbeneral Land Office 
' 

Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 18-Aug-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chalfant Properties, Inc. 

Prim. Term: 5 years 

Royalty: 1/5 

Consideration 

Bonus/Acre 

Rental/ Acre 

County: 

$300.00 

$1.00 

Recommended~~ 
Not Recommended: 

Date: 8· 16. o >_.-

----

REEVES 

Comments: 4th year rental will be $200.00 per acre. Also: Dale B. Hardeman with 640 acres and N.S. Marrow 
with 640 acres. 33 1/3% 3 ways. 

~ase Form 
Recommended: fZrJli 
Not Recommended: - ---
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: C!,. 4 t.. .. 

Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: L11}11J 
Not Recommended: - ---

Larry Laine. Chief Clerk 

Approved: W 
Not Approved: ___ _ 

Date: f/oll'o5 

Date: q-o21- 0 S 

Date: 

Date: QG? ~ Q..$ 
- - ----
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.,. ,. 
W ILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819 

Fax: (432) 682-2601 
E-mail: bill@chalfantproperties.com 
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CHAlFANT PROPERTIES, INC. 

August 29, 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFI CE 
1700 North Congress Ave. 
Austin, TX 78701 

{);[ 0 §aJ _[},_a,.ing and (Pwpni.i£J 

1502 NORTH BI G SPR ING 

P. 0. BOX 3 123 

MIDLAN D, TEXAS 79702-3 123 

RE: All of Section 2, Block 45, 
Public School Land Survey 
Reeves County, Texas 

Dear Mr. Reid : 

Enclosed please find a certified copy of Oil and Gas Lease from the following: 

1. Oi l and Gas Lease dated July 19, 2005, from The State of Texas, acting by and 
through its agent, EB F. Luckel, Jr., dealing in his sole and separate property, 
covering his interest in 12.0 net mineral acres in Section 2, Block 45, Public School Land 
Survey. The State of Texas to receive lease bonus payment of $1,812.00. 

Al so enclosed is a check in the amount of $1,937.00, including lease bonus payment and a 
State filing fee of $125.00 . 

Should you have any questions, please do not hesitate to call. 

Sincerely, 

J444AM~ 
William A. Chalfant, CPL 

WAC/ mkc 
enclosures 

AAPL 's FIRST IND EPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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PAY TO 

THEOROER 

OF 

CHALFANT PROPERTIES INC. 
LEASE BONUS CLEARING ACCOUNT 

(432) 684·9819 
PO BOX3123 

MIDLAND TX 79702 

TEXAS GENERAL LAND OFFICE 

WEST TEXAS NATIONAL BANK 
MO~ 

Date 8/29/2005 
$ **1,937.00 

One Thousand Nine l lundred Thirty- even and 00/1 00************* ******************* 

TEXA GENERAL LAND OFFICE 
1700 NOR Til CONGRE AVE . 
AU TfN. TX 78701 

ec 2. Blk 45. P LS 

06000168 
\ o£ \ 

6913 

DOLLARS 

/ 
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General Land Office 
Relinquisluncnt Act Lease Fonn 
Revised, September 1997 

BOOK 709 PAGE 

Tl US AGREEMENT is made wld entered into lhis 19th day or J ULY, 2005, betwce~tlhc Slate of Texas, acting by wKilhrough iiS agent, q. 
F. LUCKEL, JR., DEALING IN IllS SOLE AND SEPARATE PROPERTY, cate of 1959 El Donodo Avcaue, Dcrildey, CA 94707 said agcot hen:in 
referred to as thc owner of thc soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 312J, Midland. TCJW 79702 hereinancr 
called Lc:sscc:. 

I. GRANTTNG CLAUSE. For and in consideration of lbc wnouniS Slated below and of lhe covenaniS wKI agrec:mcniS to be paid, kept and 
pcrfom1cd by Lc:sscc: under tl1is lease, tl1e Slate of Texas, acting by and through lhc owner of lhc soil, hen:by grants, leases and leiS unto Lessee, for the sole 
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil ond building power Slations, 
telephone lillC3 and other structures thereon, to produce, save, take cate of, treat and trunsport said produciS of the lease, lhc following lands situwcd in 
R£EVES County, Slate ofTexas, to-wit: 

All or Section 2, Block 45, Public School Land Survey 

coo1aining 640.0 acres, more or less. TI1e bonus consideration paid for Ibis lease is as follows: 

To the Slate ofTexas: One Jboysand EjMt!iundm! T"'elve and 001100 
Doll~ (S I 812.00) 

To lhc owner oflhc soil: One Thousnnc:l Ejght!lundrcd Twelve and 001!00 
Doll~($ 1.812,00> 

Total bonus consideration: Thew Thousa•ld Sjx lhllldred Twenty four and 00/100 
Dollars (S 3 624 00) 

The total bonus consideration prud n:pn:scniS a bonus of Thrtt Hundred Two Dollars ($302.00) per acre, on 12.0 net am:s. 

2. TERM. Subject to the other provisions in this lease, Ibis lease shall be for a term of Five (5) }~ from this date (herein called "primary 
tcnn") and as long thercaner a.s oil and gas, or either of them, is produced in paying quontities' from said land. 
As used in this lease, lbc term "produced in paying quantities" means lhatlbc rcecipts from the sale or olher authorized commercial usc of the subslanee(s) 
covered exceed out of pocket operational expenses for the six moolhs last pasL 

3. DELAY RENTALS. If no well be commenced on t11e leased premises on or before one (I) year from this date, tllis lease shall tcm1inate, 
unless on or before such nnniver.>ary date Ltss<.'C shall pay or tender to tl1e owner of the soil or to his credit in 
tl•c " TillS IS A PAID-Ul' I,EJ\SE; SEE PARAGRAI'II 40 " Bank, at~ or iiS successors (which shall continue as the deposi tory n:gnrdlcss of 
changes in tl1e ownership of srud land), the amount specified below; in addition, Lessee shnll pay or tCJKier to tiiC COMMISSIONER OF n IE GENEIV\L 
LAND OffiCE Of THE STATE OF TEXAS, AT AUSTfN, TEXAS, a like sum on or before said date. PaymcniS under this paragraph shall operate as a 

rental and shall cover the privilege of deferring lhe commcncemcnl of a well for one (I) )ear from said dote. Payments under this paragraph shall be in lhc 
follo,..ing amounts: 

To the o"ner of the soil: 

Doll~<s·--------------' 
To the Stole ofTexas: 

Dollars ($ ____________ _, 

Total Rental: 
Dollars($ _ ___________ _, 

In a like manner and upon like paymeniS or tenders annually, lhc commencement of a well may be further defcrn:d for successive periods of one (I) year 
each during lhe primary term. All paymcniS or tenders of renlal lo the owner of the soil may be made by check or sight drun of Lessee, or any assignee of 
this lease, and may be delivered on or before the rental paying date. If the bank designoted in this paragraph (or iiS successor bank) should cease to CXISL 

suspend business, liquidate, fail or be suceecdcd by another bank, or for any reason fail or refuse to accept rcn1al, Lessee shall not be held in default for 
fail w-e to make such paymeniS or tenders of rcnllll until thiny (30) days after the owner of lhc soil shall deliver to Lessee a proper recordable in>trumcnt 
naming another bank as agent to receive such paymcniS or tenders. 

397 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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4 PRODUCTION ROYAL TIES Upon production of 011 and/or gas, ~ssee agrees to pay or cause to be pa1d one-hair ( 1/2) of the royalt) 
prov1dcd for 1n this lease to the Comnussioner of the General Land Office of the State of Texas, at Austm' Texas. and one-half ( 1/2) of such royalty to the 
owner orthc so1l 

(A) OIL Royalty payable on 011, which IS defined as mclud1ng all hydrocarbons produced m a liqUid form at the mouth of the well and also as all 
condensate, distillate, and oth<r liquid hydrocarbons recovered f'rom 011 or gas run through a separator or oth<r equipment. as h<remaf\er prov1dcd, shall be 
1/Sth part of the gross product1on or the market value thereof, at the op11on of the 0"1ler of the so1l or the CommiSSioner of the 
General Land Office. such value 10 be dctcnnmcd by I ) the h1ghest posted pncc. plus prem1um, 1f any. offered or pa1d for 011, condensate, diSIIIIate, or other 
hqu1d hydrocarbons, respectively, of a hkc type and gravity m the general area where produced and when run, or 2) the h1ghest market pnce thereof offered or 
paid in the general orca where produced Md when run, or 3) the gross proceeds of the sale thereof, wh1chever IS the greater Lessee agrees that before any gas 
produced from the leased premiSes is sold, used or processed m a plant, 11 wtll be run free of cost to the royalty owners through an adequate 011 and gas 
scporator of convenllonal type, or other equipment at least :u cffic1cnt, so that all hqu1d hydrocarbons recoverable f'rorn the g:u by such means ,.,II be 
recovered. The requirement that such gas be run through a separator or other cqu1pmcn1 may be waived in writing by the royally owners upon such terms and 
conditions as 1 hey prescribe 

(13) NON PROCESSED GAS. Royalty on any gas (includmg Oorcd gas), wh1ch IS defined as all hydrocarbons and gaseous substances not defined 
as 011 m subparagraph (A) above, produced from any well on said land (except as provided herein with respect 10 gas processed in a plant for the cxtracuon of 
gasoline, liquid hydrocarbons or other products) shall be I part of the gross producuon or the market value thereof. at the 
opuon of the owner of the so1l or the Commissioner of the General Land Office, such value 10 be bued on the highest mo.rkct pnce paid or offered for gas of 
comparable quality '" the general area where produced and when run, or the gross pncc pa1d or offered 10 the producer. whichever IS the greater, prov1ded that 
the maximum pressure buc tn measuring the gas under thiS lease shall not at any time exceed I4.6S pounds per squo.rc inch absolute, and the standard base 
temperature shall be socty (60) dcgrccs Fahrenheit, correction to be made for pressure aceordmg 10 lloylc's Law. and for specific gravity according 10 tests 
made by the 13alance Method or by the most approved method oftestmg bemg used by the mduslty at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed 111 a gasoline plllnl or other plant for the recovery of gasoline or other liqu1d hydrocarbons 
shall be I . pan of the res1duc gas and the hqu1d hydrocarbons extracted or the market value thereof, 111he optiOn of the 
0''"'et of the soli or the Cornmwioner of the General Land Off~«. All royalues due herem shall be based on one hundred percent (I 00".4) of the total plant 
production ofres1duc gas annbutablc to gas produced from this lease, and on fifty percent (SO%), or that percent accru1ng 10 Lessee, whichever IS the greater, 
or the total plant production of liquid hydrocarbons anributable 10 the gas produced from th1s lease: provided that ifhquid hydroco.rbons arc recovered from 
gas processed in a plant in which Lessee (or liS po.rcnt. subs1diary or affiliate) owns"" mtcrest, then the percentage applicable to liquid hydrocarbons shall be 
fifty percent (SO%) or the highest percent acaumg 10 a third pany prOCCS$mg gas through such plant under a processing agreement negotiated al urn's length 
(or irtherc IS no such third party, the h1ghes1 percent then be1ng specified 111 processing agreements or contracts 1n t~c industry), wh1chcver IS the greater The 
rcspecuvc royal11cs on res1duc gas and on hquid hydrocarbons shall be dctcnnmed by I) the h1ghesl market pnce pa1d or offered for any gas (or 11qu1d 
hydrocarbons) of comparable quality in the general area, or 1) the gross pnc:e pa1d or offered for such residue gas (or the weighted average gross selling pncc 
for the respective grades ofliqu1d hydrocarbons), whichever is the greater In no event. ho"cver, shall the royalties payable under thiS paragraph be less lhM 
the royalues "'hich would have been due had the gas not been processed 

(D) OTHER PRODUCTS Royalty on carbon black. sulphur or any other products produced or manufacrured from gas (cxecptmg llqu1d 
hydrocarbons) "hcther said gas be "casmghcad." "dry". or any other gas, by fraeuona11ng. bum1ng or any other proccssmg shall be 1/S!h 
patl of the gross production of such products, or the market value thereof, at the option or the 0\\1ler of the so1l or the CommiSSioner of the General Land 
Office, such market value 10 be determined as follows. I) on the basis of the highest market pnce of each product for the some month 111 "hich such product is 
produced, or 1) on the basiS ofthc average gross sale price of each product for the same month in wh1ch such products o.rc produced, whichever IS the greater 

S. MINIMUM ROYALTY. During any year after the cxptr.IIIOO oflhc prunary Icon of thiS lease, 1fth1S lease is maintamed by producllon,thc 
royalucs paid under this lease in no event shall be less than 311 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 this lease a sum equal to the total annual rental less the amount ofroyalllcs 
pa1d durmg the preceding year. If Paragraph 3 of this lease does not spcc1fy a delay rental amount then for the purposes of thiS paragraph. the delay rental 
amount shall be one doll or (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other prOVISIOn 1n lh1s lease, at llny hmc or from time to time, the o"ncr of the sot! or the 
CommiSsioner of I he General Land Office may. at the opllon of c1ther, upon not less than sixty (60) days notice to the holder of the lease, rcqulfc lhDI the 
payment of any royalties accruing to such royalty owner under this lease be made in kmd. The owner of the SOil's or the CommiSSIOner of the General Land 
Office's nghtto take iLS royalty 1n kind shall not dimintsh or negate the owner of the soil's or the CommiSSioner of the General Land Office's rights or Lessee's 
obi igations, whether express or imp! ied. under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those pa1d m kmd) shall be without dcdue110n for the 
cost of producing, gathering. storing. separating, treating. dehydrating. compressing, processing, transponing. and otherwise making the oil, gas and other 
products hereunder ready for sale or usc. Lessee agrees to compute and pay royalues on the gross value received, including any reimbursements for severance 
taxes and production related cosLS. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thiS lease's proponionalc share of any fuel 
used to process gas produced hereunder m any processing plant Notwllhstandmg any other provis1on of this lease, and subject 10 the \\Ttnen consent of the 
owner of the so1l and the CommissiOner of the General Land Office, Lessee may recycle gas for gas hi\ purposes on the leased premises or for inJccuon mto 
any 01! or gas producmg rorrnauon underlying the leased premises after the liquid hydrOCJtbons contamed m thc gas have been removed, no royahiCS shall be 
payable on the recycled gas unul 11 is produced and sold or used by Lessee 1n a maMcr wh1ch entilles the royalty owners 10 a royalty under thiS lease . 

9. ROYALTY PAYMENTS AND REPORTS All royahiCS not taken in kmd shall be pa1d to lhc CommiSsiOner of the General Land Office at 
Austill, Texas, in the followmg manner 

Payment or royalty on producuon of oil and gas shall be as provtded in the rules set forth in the Texas Register Rules currently prov1dc that 
royalty on OlliS due and must be rece1ved mthe General Land Office on or before the Sth day oflhc second month succeedmg the month ofproduct1on, and 
royalty on gas is due and must be received 111 the General Land Office on or before lhc I Sth day of the second month succeedmg the month of productiOn, 
accornpan1cd by the affidavit of the owner, manager or other authoriZed agent, completed 10 the form and manner prescribed by the General Land Offict and 
showing the gross amount and disposition of all oil and gas produced and the marl:ct value of the 011 and gas, together w1th a copy of all documents, records 
or rcpons conftrmmg the gross production, dispos11100 

True and Correct 
copy of 

Original filed in 
Reeves County 
c~ ,... rv'i"e 
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and market \'alue: mcluding gas meter readings. pipeline reccip~s. gas line recc1p1s and other checks or memoranda of amount produced and putmto p1pcl incs. tanks. or 
pools and gas lines or gas storage, and any olhcr rcpons 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 Onice. Each royalty payment shall be accompanied 
by 11 check stub, schedule, summary or other rcminancc advice showing by the assigned General Land Office lease number the amount of royalty bcJng pa1d on each 
lease. 1 flcssce pays his royalcy on or before thiny (30) days after the royally payment was due, I hen Lessee: owes a pcnalry of 5% on the royalty or S2S .OO. whichc¥er 
is grca1cr. A royally paymcnl which is over 1hiny (30) days laic shall accrue a penalty of 10'/o oflhc royalty due or S2S.OO whichever is grealcr. In addi1ion loa penalty. 
royall ics shall accrue in1crcs1 a1 a ralc of 12% per year. such inlcrtSI will begin accruing when lhc royally IS so<1y (60) days overdue. Affidavi1s and supponmg 
documents wh1ch are not riled when due shall incur a penalty in an amount SCI by the General Land Office. adminasrrouve rule wh1ch IS dfec11ve on the date when the 
affidavits or supponing documcms were due. The Lessee shall bear all responsibility for payang or causing royal11es tO be paid as presc.nhcd by the due date prov1ded 
herein. Payment of the delinquency pe.nalry shall in no WDY operate to prohibit the State's right or forfeiture as prov1ded by law nor act io postpone the date on which 
royalties were originally due. The above penahy pro¥isions shall not apply in cases of tide dispute as to the State's pon.on of the royalty or to that pon ion of the royalty 
in dispute as to fair market value. 

10. (A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessee shall annually furniSh 1he CommisSioner of1hc General Land Office w11h us beSI 
possible estimate of oil and 8115 reserves underlying this lease or allocable to this lease and shall fum ish said Commissioner with copies of all comratls under which gas 
is sold or processed end all subsequent agreements and amendments to such contracts within thiny (30) days after entering tnto or making such contracts. agreements or 
amcndmcniS. Such contracls and agnxmeniS when received by the General Land Office shall be: held in confidence by the General Land Office unless otherwise 
authorized by Lessee. Al l olhcr contracts and records penaining 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, ranks. pools. meters, and pipelines shall at all times be subject to inspection and examimuion by 
the Commissioner of the General Land Office, the Anomcy Gencnll, !he Governor, or the rcprcscnlativc of any of them. 

(B) PERMITS, DRILLING RECORDS. Wriucn notice of all operalions on thiS lease shall be submilled 10 the CommisSioner of the Gcnerul Land 
Office by Lcssc.e or operator five (S) days before spud date, workover. re-ent ry, temporary abandonment or plug and abandonment of any well or wells. Such \\TIIlen 
no1icc 10 the General Land O ffice shall include copies of RAilroad Commission forms for application to drill. Copies of well tcSis. compleuon rcpons and pluggmg 
repons shall be supplied to the General Land Office at the time they arc filed with the Texas Railroad Commission AJI appliC3tions, pcrnuts, reports or other fil ings that 
reference this lease or any specific well on the leased premises and that arc submincd to the Texas Railroad Commission or any other governmental agency shall 
include the word •state" in the title. Additionally. in aceordanu with Railroad Commission rules, any signagc on the lc.asod premises for the purpose of identifYing 
wells, rank ballcrics or Olher associa1cd improvcmeniS to the land muSI also include the word "Slate. • Lessee shall supply I he General Land Office wilh any records. 
memoranda, accounts, rcpon~ cunings and cores, or other informat ion relative to the operation of the abo¥c~cscribcd premises, wh1ch 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 oflhc surfucc casing 10 the tolal dcp<h of well, of all wells drilled on lhe above described premises and shalllnlnsmit a true copy of1he log o f each survey on 
each well to the General Land O ffice within fifteen ( IS) days aflerlhc making of said survey. 

(C) PENAL T IES. Lessee shall incur a penalty whenever rcpons, documenls or other materials arc not filed in the General Land Offi« when due. The 
penally for late filing shall be sci by the General Land Office administrative rule which IS cffectl\le on the date when the materials were due in the General Land Office. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the prm>ary 1crm hereof and prior 10 discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production 
of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not te rminate if on or before the expiration of Sixty (60) days 
from date o f completion of said dry hole or cessation of production Lessee commences additional drilling or reworking opera tions thereon, or pays or tenders the ncXl 
annual delay rcnral in the same manner as provided in this lease. I f. during the last year of the primary term or within sixty (60) days prior lhercto. a dry hole be: 
compleled and abandoned. or I he production of oil or gas should cease for any cause. Lessee's righiS shall remain in full force and effcCI wi1hou1 funhc:r operallons un11l 
the cxpir.uion of the primary term; and if Lessee has noc resumed production in paying quancities at the cxpiracion of the pnmary term. Lessee may mainta in chis lease 
by conducting additional drilling or reworking operations pursuant to Paragraph 13. using the expinuion oft he primary term as the date of cessation of produclion 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 term hctcof. 
Lessee may resume paymenl of chc annual rental in the same manner as provided herein on or before the remal paying date following the expiration of sixty (60) days 
from the date of completion of such shut·ln oil or gas well and upon the failure to fll3ke such payment, this lease shall ipso facto terminate. I fat the expirat ion of the 
primary term or any time there:.lfter 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. a1 the cxpira1ion of 1hc primary term. neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations I hereon. this lease shall remain in force so long u operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good fuith and in workmanlike manner without interruptions IO!aling more than sixty (60) days duung any 
one such operation. and if1hey result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced in paying quan1i1ies f"rom said land, or payment 
of shut·in oi l 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, product ion of oil or gos from the leased p<"t m1ses. after 
once obtained, should cease from any cause. chis lease shall not terminate if l essee commences additional drilling or reworking operat ions within sixty (60) days after 
such cessation, and this lease shall remain in full force and cHeCI for so long as such opera tions continue in good fu ith and in workmanlike manner without intctruptions 
totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall rcmam in full force and. cffec1 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 paymcnl of compensatory royalt ies is made as 
provided herein or as pt"ovidcd by law. lhhe dr illing or reworking operations result in the complc1ion of a well as a dry hole, the lease will not terminate if the Lessee 
commences additional drilling or reworking operat ions within sixty (60) days atlcr the completion of the well as a dry hole. and th1s lease shall remain in effect so long 
as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without mterruptions totaling more than sixty (60) days Lessee shall 
give \OoTillcn no1ice to the Gcncnll Land Office wilhin 1hiny (30) days of•ny cessation of produclion . 

14. SHUT-IN ROYAL TIES. For purposes oflhis paragraph, ·well" means any welllhal has been assigned a well number by the SUit agency havmg 
jurisdiction over che production of oil and gas. I( ac any time after the expiration oflhe pcimary tcm1 of a lease that until being shut in, was being mamuaincd m 
force and ciTcCI, a well co.pablc of producing oil or gas in paying quantilics is located on the leased premises. but oil or gas is not being produced for lack of 
suitable produe1ion facilities or lack of a su•table market, then Lessee may pay as a shuHn 011 or gas royalty an amount equal to double the annual rental prov1dcd in 
lhe lease. bu1 no1lcss 1han S 1,200 a year for each well capable of producmg 011 or gas in payong quan1i1 ics. If Pam graph 3 of this lease does no1 specify a delay rental 
amount, 1hcn for the purposes of this pamgraph, I he delay rcnral amount shall be one dollar (S 1.00) per acre. To be cfTcclivc, each innial shut-in oil or gas royally 

399 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



0 . 

800.K 7 09 PAGE 400 

• •• • • • ••• • 
•••• • • •••• 
• 

• •••••• • • 

• 
•••• • • • •• • 

must be paod on or before. ( 1) the cxporatlon oflhc pnmary ocrm. (2) 60 cloys after I he Lessee c:eases 10 prcoduec ool or gas from I he leased p<cmoscs. or (3) 60 cloys after 
Lessee complcaes a drillong or rc,.orkong operation in oceordoncc wolh I he lease provos1ons: "'hichcvcr dole IS laiCSI Such paymcnl shall be made onc·half (1/2) IO lhc 
Commissioner of 1hc Gcncnl Land Office and one-hair( 112) 10 I he o"ncr of lhc soil. If the shuHn oil or gas ro)'lllty is paid. I he lease shall be consodered lo be • 
prcoducing lease and I he paymcnl shall extend 1hc lcrm of I he lease for a pcncod of one year from I he end of I he primary 1crm. or from the first cloy of lhc mon1h 
following the month m '14hlch producuon ceased, and. a Ocr that 1f no su1tablc production fac•hucs or su•tablc m:arket for the o•l or ps CXIlU, lCJ.SCC may extend the 
lcosc for four more succcssove periOds of one (I) year by payons the same amounl each year on or before I he c.•poratlon of each shuHn ~car 

I~ COMPENSATORY ROYALTIES I f. durmglhc pcrood 1hc lease os kepi on cffccl by paymcnl of the shul ·on ool or gas royally. ool or gu IS sold ond 
delivered '" pay•n& quantll•cs from a well located w1than one thou.sand ( 1.()00) feel of the leued prcm1scs and completed 1n the s.Jmc produCing rcscrvo1r. or In any case 
'"v.hich drau\agc 1S occumng the usht to conunuc to ma1nta1n the lease by pay1ng the shul·m 011 Of gas royalry shall cease, but the lease ~all rcma•n cffccllvc for the 
remainder of the year for which the royalty has been paid The Lessee may mainuun the lease for four more succcss1ve years by Lessee pay•n& compensatory royalty al 
the royalty rate prov1ded in the lease of the markcc value of produchon from the well caus1ng the dra1nage or whic::h as CX»mpleled m the same producmg reservoir and 
wuhin one 1housand (1.000) feCI of the leased premises The compcnsalory royalty is 10 be paod monlhly. onc·half(l/2) IO the Commoss10ncr oflhc General Land 
Office and one·hol f ( l/2) 10 11tc owner of lhc soil. beginning on or beforelhc last cloy of the monlh follo,.inglhc monlh in wluch the ool or gas is produced from 1hc well 
cousing 1hc drainase or thai is complc1cd in 1hc same p<oducong rcscrvoor and loca1ed wuhon one 1housand ( 1.000) feCI oflhc leased p<cmoscs lflhc compcnsa1ory 
royalty paid in any 12·monlh pericod is in a n amounl less I han lhc annual shul·in ool or gas royalay. Lessee shall pay an amounl equallo lhc doffcrcncc wuhon lhrrty (30) 
days from 1he end of1hc 12·monlh period Compensa1ory royalty paymcnls which arc n011rmcly paod wollaecruc penalty and inlcrcst rn accordoncc \Ollh Panosraph 9 of 
thrs lease. None of these p<ovosions woll relieve Lessee of1hc obloga110n ofrcasonablc dcvclopmcnl nor the oblogauon lo droll offSCI "ells as provodcd on Texas Natural 
Resour«s Code 52 173: however. at the dcterminauon or the Comm1ss1oner. and wnh I he CommiSSioner's wunen approval. chc payment of compensatory royalucs can 
satisfy lhc obligation 10 droll off sci "ells 

16 RETAINED ACREAGE. No1w11hstandong any p<oviSoon of1hos lease 10 1hc contnory.after a "ell p<coducong or capable ofproducong ool or gas has 
been complclcd on 1hc leased p<cmises. Lessee shall exercise lhc diligence of a rea.sonably prudcnl opcra1or on dnllin& such adduional "ell or Yotlls as may be 
reasonably necessary for I he proper dcvclopmcnl of 1hc leased prcm1scs and 1n mall< Cling lhc prcoducaoon lhcrcon 

(A) VERTICAL- In lhc cvcnlthis lease is on lOree and cffa:11wo (2) years after 1hc cxprnouon dale oflhc promary or cxlcndcd lcrm 11 shall lhcn 1crmona1c 
as 10 all of I he leased premises. EXCEPT (I) 40 acres surroundong each ool Yo ttl capable of prcoduc1ng on poyong quantuocs and 320 acres surroundong each gas Yo ttl 
capable of p<oducong on payong quanlotlts (oncludong a shuHn ool or &IS well as p<ov1ded on Panosraph 14 hereof). or a well upon whoch Lessee IS 1hcn cnsagcd on 
conlinuous drilling or reworking operol ions. or (2) 1hc number of acres oncludcd on a prcoducrng pooled unll pursuanl 10 Tens Narunol Resources Ccodc H I~ 1·~2 1~3. 
or (3) such greater or lesser numbc.r of acres as may then be allocated fOf producuon purposes 10 a pronuon unn for each such ptoduc1ng well under the rules and 
regulations o fchc Railroad Commission orTcxas, or any successor agency, or other govemmenul authority havingjunsdiccion. If at any 11me after the effective date of 
the panial termination ptovisions hcrco(. the applicable field rulc.s are changed or 1hc well or wells located thereon are reclassified so that less acreage u thereafter 
alloca1ed lo said well or wells for prcoduelion purposes. 1hos lease shall lhcrcupon lcrminotc as 10 all acreage nollhcrcaftcr allocalcd 10 said well or wells for producaion 
purposes. Notwithstanding the termination of this lease IS to a port ion of the landJ covered hereby, Lessee shall nevertheless continue to hive I he rlghc of ingress 10 and 
egress from 1hc lands still subjccl 10 1his lease for all purposes described on Parasraph I hereof. logcaher wuh cascmen1s and nglrls-<>f·way for cxisung roads. cxosung 
pipelines and orhcr cxosting &cilo1ies on. over and across all lhc lands described in Panosraph I hcreof("lhc rc11oncd lands"). for access 10 and from 1hc rc1aoned lands 
and for I he galhcring or 1ranspona1oon of oil. gas and Olhcr moncrals prcoduced from 1hc retained lands 

(ll) HORJZONTAL. In lhc cvcn11hos lease os on force and effect lwo (2) years after 1hc CXJ>ITIIIon dole of the promary or tX1cnded lcrm 11 shall funher 
lerminale as 10 all depths below 100 feel below lhc 101al depth dnllcd (hereinafter "dccpcr dcpahs") on each \Oelllocaled on acreage rcuined 1n Parasraph 16 (A)above. 
unless on or befortl\00 (2) years after lhe primary or tX1cndcd lcrm Lcsscc pays an amounl equal10 onc-half( l/2) of the bonus on&Jnally paod as consideration for lhos 
lease (as specified on pegc I hereof). If such amoun1 is paul. this lease shall bern force and effect as 10 such deeper dcplhs,and saod 1crmonat1on shall be delayed for an 
adduional pcrood of1wo (2) years and so long thereafter as oil or aas is produced in paying quanuucs from such deeper dcpahs covered by thrs lease 

(C) IDEmiFICATION AND FILING The surface acreage rc11ined hereunder as 10 each "ell shall. as near ly as pratiiCAI. be on the form of a square woth 
the well loca1cd in 1hc ccnlcr thcrco( or such orhcr shape as may be approved by lhc Commissioner of lhc General Land Otrocc Wuhon lhorty (30) cloys after panoal 
lamination of chis lcue as provided here1n. Lessee shall execute and record 1 relca.sc: or rclea.scs conta1mnaa sa••sfaetory legal descnpuon of the aaeagc and/or depths 
no1 rc:tained hereunder. The recorded release. or a certi fied copy of same. shall be filed on lhc General Land Office. accompanied by lhc fihng fcc prcscrobed by 1he 
General Land Office ru lc.s in effect on the date the rclca.sc i.s filed lf lcnc:c fa•ls or refusc.s to execute and record such release or releases ~1th1n ntncry (90) cb)S after 
being requested to do so by che General Land Office. then the Commiutoncr al h1s sole d1scretton m.1y dcs1gna1c by "Tuten instrumenl the acreage and/or depths co be 
released hereunder and record such instrument at Lessee's expense 1n the counry or counties where the lease is located and in the official records of the General Land 
Office and such dcsisno1ion shall be bindong upon Lessee for all purposes 

17. OFFSET WELLS. Nci1 hcr lhc bonus, delay rcnllls. nor royahocs paid. or 10 be pard. under 1h1s lease shall relieve Lessee of his obligalion 10 pro1ec1 
lhc oil and gas under lhc above-described land from being drained Lessee. sublessee. receiver or Olhcr agcnl in control o f the leased prcmoscs shall droll as nuny "-ells 
as lhc roas may just it)- and shall usc app<opriale means and drolllo a depth necessary 10 prcvcnl undue draonagc ofooland gas from lhc leased p<cmiscs. In addiloon. of 
011 andlor gas should be produced in commercial quantities Within 1.000 feet of the leased premises, or many ca.sc where the leased pre:misu is bema dqincd by 
prcoduCioon of ool or gaJ. the Lessee. sublessee. rcccovcr or ocher ogcnl in control of1hc leased prcrruscs shall on gocod fauh begin lhc dnllona of a "ell or wells upon lhc 
leased p<cmises wuhin 100 cloys after lhc drainong well or wells or 1hc "ell or "ells complcaed wuhon 1.000 feel of1hc leased prcmoscs sllrt producong on commcrcoal 
quan1i1ics and shall proscculc such drilling wilh diligence. Faolurc 10 sausfy I he SII!Uiory offSCI oblogauon may SUbJect this lease and the owner of I he sool"s agency 
righas 10 forfeilun: Only upon 1hc de1crmina1ion of lhc Commossooner of the General Land Offocc and WJth Ius wrincn approval may 1hc poymcn1 of compcnsa1ory 
rO)'llll)' under applocablc statulory paromc1crs sa1isfy lhc obligation 10 dnllan offSCI well or wells rcquorcd under 1hos parasraph 

18 FORCE MAJEURE. I( after a gocod &olh effort. Lessee is prcvcn1cd from eomplyong wolh any express or omplicd covcnanl of 1hos lease. fi'om 
conducling drolhng operaloons on lhc leased prcrruscs. or from prcoducing ool or gas from I he leased prcmoscs by reason of war. rebellion. noas. Slnkcs. aru of God. or 
any valid order. ru le or 'C'&ulation of government authority, then while 50 prevented, Lc.ssc:c's obhphon to comply Wlth such covenant shall be suspended and Lessee 
shall noc be liable for domogcs for &olurc 10 comply wuh such covcnonls. addotlonally. lhos lease shall be cxtcnded "hilt Lessee IS prcvcnlcd. by any such cause. from 
conducung dr1llong and rcworkong operations or from prcoducing ool or gas fi'om lhc leased prcmoscs However. no1hong in lh iS panograph shall suspend 1hc paymcnl of 
delay renlals in order 10 ma1n1.11n th1s lease in efTect during the pnmary term m the absence of such drllhn& or rework~ng opcntions or production ofo1l or gas 
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19. WARRANTY CLAUSE. The owner of the soil wnrnnlsond agreesto defend !Ide 10 the leased premiSes. If the owner of !he soil delilults tn paymentS 
owed on the leased prenuscs, then Lessee may redeem the nghts of the owner or the soil in the leased premises by paying any mongagc. taxes or other hens on the 
leased premises. If Lessee makes paymeniS on behalf oflhe owner oft he sot! under this paragraph, Lessee may ro:over I he tOSI of these payments from the rtnlaland 
royahics due the owner or 1he soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE If the owner of the soil owns less than the enure undtvtded surface esute tn the above described 
land, whether or not Lessee's in tereS~ is spcc:tfted hetcm. then the royalucs and rental herem provWjcd to be paid to the owner of the sot! shall be patd to h1m an the 
proponion which his interest bears to the enure undivided surface CSlltc and the royaltacs and rental herein provided to tx: pa1d to the Corrvn1sstoncr or the General 
Lond Office of the Stale of Texas shall be likewise proportionately reduced. However, before Lessee adJUSts the royalty or rental due IO the ComnttsStoner of the 
General Land Office, Lessee or his authorized rcprcscnl8tivc must submit to the Commissioner of the General Land Office a wrmcn stacement wh1ch explains the 
discrepancy between the interest purportedly leased under this lease and !he actual interest owned by the owner of the sot! The Commisstoner of the General Land 
Office shall be paid the value oflhe whole production allocable to any undivided interest nol covered by a lease, less !he proportionate dcvelopmenl and production cost 
allocable 10 such undivided interest. However, in no even! shall the Commisstoner oflhe General Land Office receive IS • royalty on the gross producuon allocable 10 
the undivided interest not leased an amount less than the value of one·sixteenlh ( 1/16) of such gross p<oduetton 

(0) REDUCTION OF PAYMENTS. I( during the pnmary letm. a portton oflhe land coveted by thiS lease IS tneluded wllhtn the boundanes of a 
pooled unil lhal has been approved by the School Land Board and the owner of the sot! in aecordanee wnh Naaurol Resources Code Sections 52.1 S 1·52.1 54, of if. at any 
cimc after the expinll ion of ll1e primary 1enn or I he cxcendcd 1crm. chis lease covers a lesser number of acres than the total amount described herein, payments that a.rc 
rnadc on a per acre basis hereunder shall be reduced accordmg to the number of acres pooled. released. surrendered. or otherwise severed, so that payments determined 
on a per acre basis under the lcrms of this lease during !he prurory term shall be ealcuiD!cd based upon the number of acres outside !he boundanes of a pooled unit, or, 
if after the expiration of the primary term. the number of acres acrually reta ined and coveted by th1s lease. 

21. USE OF WATER. Lessee shall have the nght to use water produced on satd land necessary for operations under I hiS lease except water fr om "ells or 
tanks of the owner of the so1l, provided, howcvet, Lessee shall not usc po~ablc water or water sun.able (Of' hvcs.ock Of' irngation purposes for "'atctHood opcrattons 
"1lhou1thc prior consent of the owner oft.hc soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the sot! for damages caused by its operations 10 all personol property. Improvements. 
livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, l.essu shall bury us ptpehnes below plow dep<h 

24. WELL LOCATION LIMIT No \\ell shall be dr•lled nearer than 1wo hundred (200) feet lo any house or barn now on Slid prem1ses wtthoutthe wntten 
consent ofahc owner of1hc soil 

25. POLLlJTION. In developing rhts area, Lessee shall use the highcsa degree of t.1re and all p<oper safeguards to prevent polluuon Wiahout hmmng !he 
foregoing,. pollution of coastal wcthmds, natural waterways, rivers and impounded water shall be prevented by the usc of containmenl facilities suffic1cnt to, prcvc.nt 
spillage, seepage or ground water contaminat ion. In lhc event or pollution, Lessee shall usc all means at i1s disposal to recapture all escaped hydrocarbons or ocher 
pollutant and shall be responsible for all damage 10 public and private propenies. Lessee shall build and mainlain fences around its slush, sump, and drainage pitS and 
tank batteries so as lo prolccllivestock against loss, damage or injury: and upon completion or abandonment of any well or "ells. Lessee shall fill and level all slush 
pttS and cellars and eomplelely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the lc:osc:d p<cmises. keep said p<cmises free 
of all rubbish. ans. bottles. paper cups or garbage, and upon completion of operations shall re~ore the surfaoe of the land 10 a.s ncar tiS origtnal eondtllon and oontours 
as is pracaicable.. Tanks and equipment will be kep< painted and presentable. 

26. REMOVAL OF EQUIPMENT Subject 10 limitations in lhts pangraph, Lessee shall have !he righllo remove machinery and fooures placed by Lessee 
on I he leased premises, including the right to draw and remove easing, within one hundred 1wenay ( 120) days a fter the exptrolion or the 1ermtno1ion of this lease unless 
the o"11cr of the soil grants Lessee an extension of this 120-day period However, Lessoe may not remove casing from any well capable of producing 011 and gas in 
paying quantities. Additionally, Lessee may nol draw and remove casing until after thirty (30) days written notice 10 the Commisstoner of the General Land Office and 
to the owner ofthc soil. The owner of the soil stall become the owner of any machmcry, fixrures. or c:as1ng wh1ch are not timely removed by Lessee under the terms of 
this paragraph, 

27. (A) ASSIGNMENTS. Under !he conditions oonlained in this paragraph and Paragraph 29 of lhis leose,lhe nghts ond eSUies ofetther party to thts 
ltase may be assigned, in whole or in pan, and the provisions of th is lease shall extend to and be bmding upon their heirs. devisees. legal rcprcscnt.auvcs. successors and 
assigns. However, a change or division in ownership or the land. rentals, or royahics will not enlarge 1he obliga1ions of Lessee. dimmish 1hc rights. pnvalcgcs and 
cst.alcs of Lessee, impair 1hc efTcc1ivcness of any payment made by Lessee or impair the cfTcctivcncss of any act performed by Lessee. And no change or d1vision an 
0"1tcrship oflhe land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his hetrs, devtsees. legal represenlallves 
or ISSISJlS) furnishes the Lessee with salisfactory wriucn tVldcncc of the change m owncrshap. mcludmg the original recorded munmlCnts of title (ora certified copy of 
such original) when the ownership changed because of a conveyance. A total or partial assignment ofthi.s lca.se shall, to the extent of the mtcrc~ a.ss1gnod. rchcvc and 
discharge Lessee of all subsequent obligations under this lease..lfthis lease is assigned in its entirety as to only part of the acreage, the right and op110n to pay rentals 
shall be apportioned as between the several owners rotably, according 10 ahe area of each, and failure by one or more of I hem lo pay his share of !he renlal sholl nor 
afl'ect this lease on the part of the land upon which pro rata ren1als are timely paid or tendered: however, if the assignor or assignee does nor file a certified copy of such 
assignment in the General Land Offioe before !he nexl renlal paying dale, the enure lease shall lcrminale for failure 10 poy !he enaire rental due under PDnlgraph 3 
Every assignee shall succeed 10 all rights and be subjccl lo all obligations, liabilities, and penalties owed 10 I he Slate by the original lessee or any prior assignee of the 
lease, including any liabilities 10 the Stale for unpaid royalties . 

(B) ASSIGNMENT LIMITATION. Notwithstanding any proviSion in Pll.rDgraph 27(a), tf the owner of the sot! aequores this lease in whole or m pad 
by ass ignment withoucthc prior "TIUcn apPf'OVal of the Commissioner of the General Land Office, this lease IS void as of the ume of assignment and the agency power 
or the O¥~ner may be forfeited by the Commissioner. An a.ssig.nmcnt wdl be trcaled as irit were made to the o"ner ofthc soil iflhe assignee is: 

( I ) a nominee of the owner of the soil: 
(2) a corporation or subsidiuy in which the owner ort.hc soil is a Jl(incipal stockholder or is an employee: of such a corpoBIIOn or subs1d1ary; 
(3) a partnership in which the owner of the soil IS a partner or is an employee of such a partnershtp, 
(4) • principal stockholder or employee oflhe corporation which is the owner of the soil; 
(S) a partner or employee in a partnership which is the owner of the soil. 
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(6) a liduc.•ary for the owner oft he soli , anclud•n& but not II mated to a guardaan. trusu!c, cxccutor,admm•sarator. rece•vcr, or conscrvator·for ahc 

(7) a f.am1ly member of !he owner ofthe so1l 0< related to the o"'"a of the soli by marriage, blood. or odopuon 
28. RELEASES. Under the condmons conta1ned 1n lhos parasraph and Paragraph 29, Lessee may 11 any ume execute and deliver to lhe o"'"cr of the soli 

and place ofrccO<d a release 0< releases covcrong any portion 0< portoons of the leased p<emises, and thaeby surrender thos lease IS to such portoon or portiOfls, and be 
relieved of all subscquenl obligotions IS to acreage surrendered. If any pan of this lease is properly surrendered, the delay rental due under lh151easc shall be reduced by 
lhc proponion that the surrendered acreage bears to the acreage which was covered by th1s lease tmmcd&atcly praor to sueh surrender. however, such rc:lee.sc. will noc 
relieve Lessee of any liab1lilics which may have accrued under this lease prior to the surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES I fall or any pan of thiS lease IS assogned 0< released. such assognmeno or release must be recorded 
in the councy where the land is satuatcd. and the recorded instrument or a copy of lhc recorded insrrumcnt cc:nificd by the County Clerk of lhc county m \NhKh the 
instrument is rccO<ded, muSI be filed in !he General Land Office wuhon 90 days of the last execution date accomponied by !he prescnbed filing fee If any such 
IS51gnmc:nt is not so filed, !he nghts acquored under this lease shall be subje<r to fc><feot:un: at the option oflhe Comnussooner of the G01cral Land Office 

30. DISCLOSURE CLAUSE. All provosions pcrtaonong to the lease of the above-<lescnbcd land have been oncluded in this 1nstn1ment oncludong the 
Slalcmcnt of the true consodcntoon to be paod fO< the execution or thos lease and the nghts and duues of the panoes Ally collalcral agrcement.s conccm1ng the 
development ofoiland gas &om 1hc lca.scd premises which are noc cont.amcd m 1his lease render 1h1s lease mvahd. 

3 I. FIDUCIARY Dt.rrY. The o"'"cr of the soli owes the Stale a fiducoary duty and must fully dosclosc any facts affecung !he State's 1n1crCS1 1n the leased 
premises. When 1hc 1ntcrcs1S oflhc owner of the soil conOK:t wnh those o f the State, lhc o .... -ncr of the soil 15 obhplc:d IO putlhc Stale's mlc:rats before hiS personal 
antcrcsas.. 

32. FORFEITURE. If Lessee shall fail 0< refuse to make the poymcnt of any sum wothon thorty days after ot becomes due, 0< of Lcsscc 0< an auth0<1zed 
agent should knowingly make any false return or false report concerning production or drilling, 0< if Lessee shall fiil or refuse to drill any offset well 0< wells on good 
fail h as required by law and !he rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should filii to file reports 1n !he fllllnner 
required by law or fail to cornply wilh rules and regulations promulgated by I he General Land Office, the School Land Board, or !he Rll1lroad Comm1sslon, or if Lessee 
should refuse the proper authority access to the records penaining to open lions. or if Lessee or an au1horiud agent should knowingly fail or refuse to g•vc correct 
inrO<flllltion 10 the proper authO<iry, or knowingly fail or refuse to furn ish the GcneBI Land Office a correct log of any well, 0< ifleS5cc shall knowingly violate any of 
the material provisoons of this lease, 0< of thos lease is assogned and the ass1gnmcnt os not filed on the Gencnl Land Offoce u roquued by law, the nghts acquired under 
I his lease shall be subject to forfcirurc by the Commissioner, and he shall forfeot same when sufficien1ly on formed of the facts whoch authonzc a forfeiture, and "'hen 
fO<feued the arc:a shall apon be subJed to lease under the terms of the Rclu"luoshmc:nt A<t. llo..,ever, nothing hereon shall be construed IS .,...,vong the automatic 
termination of this lease by operation of law 0< by reason of any specoal hmotat ion arising hereunder. Forfe1rures may be set aside and thos lease and all nghts thercunda 
rconsuted befO<e !he rights ofanotha intervene upon satisfactory evodenee to !he Commissioner of the General Land Office of futllre compliance wolh the prOYJSoons of 
the law and ofthis lease and the rules and regulations that may be adopted n:latlve hacto. 

33. LIEN. In accordance with Texas Narural Resources Code S2 I 36, the State shall have a first lien upon all ool and gas produced from the area covered 
by this lc:ase to secure poymcnt of all unpaid royalty and olha sums of money thai may become due under lhl5 lease Dy acceptance of thos lease, Luscc grants the 
Stale, in addition to the h<ll provided by Texas NaruBI Resources Code S2 136 and any other appiiCible statlltO<)I hen, an express concracrual hen on and sccunty 
inlercst in all leased minerals in and extracted from !he leased prcrnoses, all proceeds whoeh may accrue to Lessee from the sale of such leased m1ncrals, whether such 
proceeds arc held by Lessee or by a th1rd party, and all fixruru on and 1mprovc:mcnts to the leased premises used '" c:onnecuon with the pt'oduaion or proc:css1ng of 
such leased minerals in order to seeure the payment of all royalties or other amoun1s due or to become due under this lease and to secure poymcnt of any damages or 
loss I hat Lessor may suffer by reason of Lessees breach of any covenant or condition of th is lease, whether express or Implied. Tbis lien and security interest ""'Y be 
foreclosed with 0< wilhOUI court proceedings in !he maMa provided In the Title I, Chapter 9 or !he Texas Dusincss and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to exccule and reco<d such instruments as may be rc:asonably necessary to acknowledge, attach 0< pcrfc:et !his lien Lessee hereby 
n:prcscnts that there arc no prior or superior liens arising &om and rdahn& to Lessee's activities upon lhc abov«<escribcd property or from Lessee's acquisiuon ofth1s: 
lcnc. Should the Commissioner ll any time determine thatlhis representation is not true. then the Commissioner may declare this lease forfei1cd as prOVIded haem 

34. POOLING. Lessee is hereby sranted !he right to pool 0< unotlzc the royalty intereSt of the 0"'lla of the SOli unda !his lease With any otha leasehold 
or minen.l interest for the exploration, development and productoon of oil 0< gas 0< eilha of !hem upon the same terms as shall be approved by the School Land Doard 
and the Commissioner of the General Land Office fO< the pooling 0< unuizmg of the interest of !he State under this lease pursuant 10 Texas Natural Resources Code 
S2.1S 1-52. 1 S3. The owner o f the soil agrees that the inclusion of this provo soon in this lease salisfics the execution roquorcments stated in Texas Natural Resources Code 
S2. 1S2. 

lS. INDEMNITY. Lessee haeby releases and dischatgcs the State of Texas aEd !he 0"'11Cr of the soli , theor officers, anplo}ees, portncrs, agents, 
contnctors. subc::ontnctors. guc.sts. invitees, and their rcspecuve successors and assigns. of and &om all and any ecuons and causes of ecuon of every natur~ or other 
haM, including environmental hann, fO< "'flich recovery of damages is sough~ including, but nor limited 10, all losses and expenses which an: caused by the activities 
of lessee, il.s officers. employees. and agcnu arising out of. inc~denlllto, or resulting from. the opera1ions 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 lerms or provisions of !his Agrccmenl, or by any other negligent or strictly liable act or emission of 
Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, defend and hold harmless the Stale of Texas and the owner of !he soil, their officers, 
employees and agents, their succCSSO<s 0< assigns, against any and all claims, liabilities, IOSSC$. damages, actions, personal injury (Including death), costs and expenses, 
or other harm for whoch recovery of damages is sought unda any theory oncludong tort, concract. or smct liability, inelud1n& att0<11cys' fees and other legal expenses, 
oneluding those related to environmental hazards, on the leased premises or in any ..... y related to Lessee's liilure to comply With any and all environmental laws. those 
arising from 0< in any way related to Lessee's operations 0< any otha of Lcsscc's act ivities on the leased pre moses; those ansong from Lessee's usc of the surface of the 
leased premises; and those that may arise out ofO< be occasioned by Lessee's breach of any or the tams 0< provisions ofthos Agreement 0< any otha act or om1ssoon of 
Lessee. irs dircaors. oiTtecrs. cmployc:cs, panncrs, agents. contn.aors. subcontnctors. guests, tnvuccs, and thc1r respecuvc successors and asssgns Each asstgncc of th•s 
Agreement,. or an Interest 1hcrc1n. agrees 10 be liable for. cxonmtc, 1ndemn1fy, defend and hold harmless the Slltc of Texas and the owner of the SOtl, lhc1r officas. 
employees, and agen1s in !he same manna provided above in coMection With the activities of Lessee, ot> offoccrs. employees, and agents as dcscn'bcd above t:<CEPT 
/lo S OTIIERWIS£ EXPRESSLY LIMITED IIEREIN. /loLL OF' Til£ INDEMNITY OBLIG/I.TIONS AND\OR LI/I.BILITIES ASSUMED UNDER TilE 
TERMS O F TillS 11-GREEMENT SIIALL li E WITIIOUT LIMITS AND W ITIIOIJI' R EGARD TO TilE CAUSE OR CAUSES lltEREOF' (EXCLUDING 
PRE-EXISTING CONDIT IONS), STRICT LIABILITY, OR Til£ NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING TilE NEGLIGENCE OF 
TilE INDEMNIFIED PARTY), WIIETII ER SUCII NEGLIGE 'CE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

True and Correct 
copy of . 

Orig1nal filed in 
Reeves Co mty 

Clerks Office 
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36. ENVIRONMENTAL HAZARDS. Lessee sh3ll use the high esc degree of care and reasonable safeguards to prevent contamination or pollution 
o f any environmental medium. including soil, surface \valers, groundwater, sediments, and surface or subsurface strala, ambient air or any other 
environ menial medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased 
prenuses any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous \vastes, hazardous materials, hazardous 
substances (as the term "Hazardous Substance" is defined in the Comprehensive En vironmencal Response, Compcnsalion and Liability Act (CERCLA), 42 
U.S. C. Sections 9601 , et seq.), or toxic substances under any federal, scace, or loca.l law or regulation ("Hazardous Materials"), exccpc ordinary produces 
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. LESSEE'S 
VIOLATION OF TUE FOREGOING PROIU111TION SHALL CONSTITUTE A MATERIAL llREACII AND DEFAULT HEREUNDER AND 
LESSEE S LJALL INDEMNIFY, IIOLD JIARMLESS AND DEFEND TLIE STATE OF TEXAS AND TUE OWNER OF TLIE SOIL FROM AND 
AGAINST ANY CLAIMS, DAMAGES, J UDGMENTS, PENALTIES, LJAJliLITIES, AND COSTS (INCLUDING REASONAllLE ATIORNEYS' 
FEES AND COURT COSTS) CAUSED llY OR ARISING OUT OF ( I) A VIOLATION OF TilE FOREGOING PROLLJDITION O R (II) TOE 
I'RESENCE, RELEASE, OR DIS POSAL OF ANY IIAZARDO US MATERiALS ON, UNDER, OR ABOUT T il E LEASED PREM ISES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF TUE LEASED PREMISES. LESSEE SUALL CLEAN UP, REMOVE, REMEDY AND REPAI R 
ANY SOIL OR GROUND WATER CONTAI\IINATION AND DAMAGE CAUSED JlY THE PRESENCE OR RELEASE OF ANY ILAZARDOUS 
MATERiALS I N, ON, UNDER, OR AllOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF T il£ LEASED PREMISES IN 
CONFORMANCE WITH Til E REQUIREMENTS OF APPLICABLE LAW. TWS INDEMNIFICATION AND ASSUMPTION SILALL APPLY, 
OUT IS NOT Lli\IITED TO, LIAJliLITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA O R ANY OTHER 
ENVIRONMENTAL LAW OR REGULATION. L ESSEESIIALL IMM EDLATELY GIVE TLLE STATE OF TEXAS A fO Til E OWNER OF THE 
SOIL WRITTEN NOTICE OF ANY llREACH OR SUSPECTED llREACII OF THIS PARAGRAPH, UPO LEARNING OF T IJE PRESE 'CE 
OF ANY liAZARJ)OUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINLNG TO 
HAZARDOUS MATERiALS WlliC U MAY AFFECT TIJE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE UEREUNDER SIJALL 
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TLLIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTexas Natural Resources Code 52. 171 through 52. 190, commonly known as 
the Relinquishment Act, and other applicable statutes and an1cndmcncs thereto, and if any provision in this lease docs noc conform to these statutes, the 
statutes will prevail over any nonconfonning lease provisions. 

38. EXECUTION. Tic is oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in che county records and in 
the General Land Office oft11e State ofTexas. Once lhe filing rcquircmcniS found in. Paragraph 39 of this lease have been satisfied, che eiTcclivc date of this 
lease shall be tbe date found on Page I . 

39. LEASE FlUNG. 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 cenificd copies thereof must be filed in the General Land Office. 
TI1is lease is not e!Tcctive until a cenified copy of this lease (which is made and cenified by the County Oerk from his records) is filed in the General Land Of 
fice in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the Scace unless it recites the actual and true 
considcracion paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such ccnified copy to the 
General Land Office. 

40. Rentals in the amount of S24.00 for years two and three of this lease have been prepaid. One half (Y>) of thiS amount has been paid to the 
Lessor and one half (Y,) has been paid to the State of Texas. Rental for the fourth year m the amounc of $2,412.00 has noc been paid and if che fourth year 
rental is not paid then this lease wiU expire. One half (Y,) of the founh year rental will be paid to the Lessor and one half (Y:) well be paid to the St3te of 
Texas. Rcnt31 for the fifth year is included in the fourth year rental and if the founh year rental is paid then no additional rentals arc due under this lease. 

LESS 

BY: William A Chalfant 

T ITLE: President 

DA TE :. _ _£1.5?~/+.L..,f-'/ O:::...;S":::..,_ ____ _ 

STATE OF TEXAS STATE OF TEXAS 

BY: separate BY: 

TITLE: lndividually and as agent for the State ofTexas d as 

0
age{or the State ofTexas 

Datc: ___ _,"+-'-f-=-- ------ - Dace: - ---- ----------
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True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Off1ce 
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STATE OF 

COUNTY OF 
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~~ 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

Before me, the undcnigned authority, on this day personally appeared ~f. Luck•L Jr., dt~ling in his solt and stpa~ 
property, known to me to be the penon whose name is subscribed to the for'c'going instrumen~ and aelmowledged to me that ~"' 
executed the same for the purposes and considcrntion therein expressed. 

Given under my hand and seal of office this the __a_L day of _ _...:...J_~~'-1...---

My Commission expires: 

True and Correct 
copy of . 

Origmal filed m 
Reeves County 

Clerks Office 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

Before me, the undersigned authority, on this day personally appeared William A. C halfant, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President of 
CW&Ifant Properties, lnc. and acknowledged to me that he executed the same for the purposes and 
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of office this the 
Au91A!>I . 2005. 

JUDITH K. WILliAMS 
t.IY COMMISSION EXPIRES 

February 7, 2009 

day of 
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FILED FOR RECORD ON' .mE 22ND 

D~H}RDFJ) OM~ 23F, BYb(1U_, ""'d IDl 1/ 

<11ft r!ruvr~rv:< rll~l • • . , ·••·• • • t 1~ i'~L :>~ll, R£rf1Al. 
011 USE F' '"l ·'' ?.1:1 • • ·, ; .• , .;HAUS£ ~ COLOII 
()Q R.o.tl ~ .. ;\ ~l·L A'• ' .. · ? I .:.~k lft.U-'1. 
l.A'IW 

DAY OF __ A_U_G_U_ST _____ A. D. 2005 9:23 A.ll. 

DAY OF AUGUST A.D. 2005 10:00 A. ll. 

, DEPUTY DIAMlfE 0. YLOIU!.Z, COUliTY ~ 
REEVES COUliTY, TEXAS 

I 

True and Correct 
copy of 

Onginal filed in 
Reeves County 

Clerks Office 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg s a fu,l true and correc1 photograph c copy ol10e 
ong111al record now m my la,'llul custody and possess1on. as 1he.,.~rn.e 's 
filed rec~~~ 1n 1he pu~O ~ords of my oHtee found 1n VOL I U'J 
PAGE_ rHRu . OFHEOftbsPUBLTC 

I hereby cen1f1ed on AUGUST 24 • 2005 

DIANNE 0 . FLOREZ. COUNTY CLERK 

~!?j~PUTV 

-, 
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TillS AGREEMENT is made and entered into this 8th day of Augus t, 2005, between the Stale of Texas, acting by and through its agent. S usoo 

Luckel Christie, dealing in her sole ond scpanlle property, care of 2545 103,.. Ave SE, Bellvue, WA 98004 said agent herein referred IO as the owner of 

the soil (whether one or more), and CHALFANT PROPERTIES, rNC .• of PO BOX 3 123, Midland, Texas 79702 hercinaft.er called Lessee. 

1. GRANTrNG CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements 10 be paid. kept and 

performed by Lcsscc 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 drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations. 

telephone lines and other structures thereon. to produce, save, take care of. treat and trnnspon said products o f the lease, the following lands situated in 

REEVES County. State ofTcxas. to-wit: 

All of Section 2, Block45, Public School lAnd Survey 

containing 640.0 acn.-s, more or less. D te bonus consideration paid for th is lease is as follows: 

To the State ofTexas: One Thousand Eight Hundred Twelve and 001100 

Dollars (S I 812 OOl 

To the owner of the soil: One Thousand Eight llun<lred Twelve and 001100 

Dollars CS I 8 12.00) 

Total bonus cons iderat ion: Dtrce D JQusand Six Hundred Twenty Four and 00/ 100 

Dollars (S 3.624,00) 

D tc total bonus consideration paid represents a bonus of Thru Hundred Two Dollars ($302.00) per acre, on 12.0 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of~ years from this date (herein called "primary 

term") and as long thercaft.cr as oil and gas, or either of them, is produced in paying quantities ' from said land. 

As used in this lease, the term "produced in paying quantities" means thai the receipts from the sale or other authorized commercial usc of the substanec{s) 

covered exceed out of pocket operational expenses for the six months last past. 

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

unless on or before such anniversary date Lcsscc shall pay or lender to the owner of the soil or to his credit in 

the • ' TillS IS A PAID-UP LEASE· SEE PARAGRAPH 40 ' ' Oanlc. 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 COMMlSSIONER Of D IE GENERAL 

LAND OFFICE Of THE STATE OF TEXAS, AT AUSTrN, TEXAS. a like sum on or before said date. Payments under this parngraph shall operate as a 

rental and shall coverthe privilege of deferring the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the 

following amounts: 

To the owner of the soil: 

Dollars($'- - ----------- -' 
To the Stale of Texas: 

Dollars (S ___ _________ ...J 

Total Rental: 

Dollars (S --- -----------' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be funhcr deferrcd for successive periods of one ( I ) 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 Lcsscc, or any assignee of 

this lease, and may be delivered on or befor.: the r.:ntal paying date. If the bank designated in this parngraph (or its successor bank) should cease to ex is~ 

suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse 10 acecpl rental, Lessee shall not be held in default for 

fai lure to make such payments or tenders of rental until thiny (30) days after the owner of the soil shall deliver 10 Lessee a proper recordable instrwnenl 

nruning another bank as agent to receive such payments or tenders. 

• •• • • • •••• 
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4. J>RODUCTION ROYALTIES. Upon production of oil 1mdlor gas, Lessee agrees 10 pay or cause 10 be paid one-half ( 112) of the royalty 
provided for in this lease 10 Ule Commissioner of the General Land Office of the Stale of Texas. at Austin' Texas, and one-half ( 112) of such royalty to Ule 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn at the mouth of the "'ell and also as all 
condensate, distillate. and other liquid hydrocarbons recovl-red from oil or gas run through a separator or other equipment, as hereinafter provided, shall be 
1/Sih part of U•c 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 dclcrrnined by I ) the highest posted price, plus premium, if any, offered or paid for oil, coodensatc, distillate, or olhcr 
liquid hydrocarbons, re>-pectively, of a like type and gr•vity in the general area where produced and when run, or 2) the highest market price U>eroof offered or 
paid in U1e general area when: produced and when run, or 3) the gross proc<:t:ds of Ute sale Utcreof, whichever is the greater. Lessee agrees that before any gas 
produced from the leased premises is sold, US<.-d or processed in a plant, it will be run free of cost to the royalty owners through wt adequate oil and gas 
scparulor 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 O!hcr equipment may be waived in writing by the royalty owners upon such tenns and 
conditions as t hey pn:scribe. 

(H) NON PROCESSED GAS. Royalty on any gas (including Oared gas), which is defined as all hydtocatbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be II part of the gross production or the market value thereof. at the 
option of the owner of the soil or the Commiss1oncr of the General Land Office, such value to be based on the h1ghesl market price paid or offen.'<l for gas of 
compardble quality in the g<.-ncrdl area where produced and wl11:n run, or the gross price paid or offered to the producer. whicbcvcr is the grcnt<T; provided that 
the maximum pressure base in measuring the gas under this lease shall nO! a t any time exceed 14.65 pounds per square inch absolute. and the standard base 
IL1npcr:llure shaH be sixty (60) degrees Fahrenhei~ correction to be made for pressun: aecording to Boyle's Law, and for specific gravity atcording 10 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 I th part of the residue gas and the hquid hydtocatbons extracted or UIC market value thcn:of. at the option of the 
owner of the soil or the Commissioner of the Gen~-ral Land Office. All royalties due herein shall be based on one hundred pere<.'llt ( 100%) of Ulc tO!OI plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50"/o), or that percent accruing to Lessee, whichever is the greater. 
of the toUll plant production 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 Lcsscx (or it:s paten~ subsidiary or affiliate) owns an interes~ then the percentage applicable to liquid h)dtocatbons shall be 
fi fty percent (50%) or the highest percent accrumg to a third pony processing gas through such plant under a processmg agreement negotiated at arm's length 
(or if there is no such third party, the highcsl pcrocnt then being specified in processing agrocmcnt:s or cootracts in the indusuy). whicbcvcr is the gn:ata. The 
respective royalties on residue gas and on liquid hydtocatbons shall be dcterotincd by I) the highest market price paid or offered for any gas (or liquid 
hydrocarbons) of compardble qual ity in the general area, or 2) the gross price paid or o ffered 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, shallu1e royalties payable under this pangraph be less than 
the royalt ies which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carl>on black, sulphur or any other products produced or manufactWl:d from gas (excq>ting liquid 
hydrocarbons) whether said gas be "casinghead." "dry", or any O!her gas, by fractionating, burning or any other processing shall be l /5!h 
part of Ute gross production of such products, or the market value thercor, 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: I) 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, "'hiehevcr is the greater. 

5. MINIMUM ROYALTY. During Wly year after the expiration of the primary term of this lease, if this lease is muintaincd by produa.ion. UIC 
royalties paid wtdcr this lease in no event shall be less than an amount equal to Ute tO!OI arutual delay rental herein provided; otltcrwise, there shall be due and 
payable on or before the last day of the month succeeding UIC anniversary date of this lease a sum equal to the total wtnual n:ntal less U1c amount of royalties 
paid during the preceding year. I r Parugraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, Ute delay rental 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding WlY olhcr promion in this lease, at any time or from time to time. U>e Ownt.T of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon n01 less Utan sixty (60) days notice to the holder of the lease, n:quin: that the 
payment of any royalties accruing to such royally owner under th is lease be made in kind. The owner of the soil's or the Commissioner of the Gcneml 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 Lwld 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 withoul deduction for the 
cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing. lmnsportiog, and otherwise making the oil, gas and olhcr 
products hereunder ready for sale or usc. Less<:e 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 proponionalc share or any fuel 
used to process gas produced h<:n:undcr in any processing plant NotwiUIStanding any other provision of this lease, and subject to the written oonscnl of the 
owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas I if\ purposes on the leased premises or for injection into 
any oil or gas producing fomtation underlying the leased premises aficr 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 OWIICfS to a royalty under this h:ase. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be pa1d to the Commissioner of the General Land Office at 
Austin. Texas, in the following manner. 

l'aymenl or royally on production of oil and gas shall be as provided in Ute 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 Sth day of the second month succeeding the month of production, and 
royalty on gas is due ruld must be received in the General Land Office on or before Ute 15th day of the second month succc:cding 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 or all oil and gas produced and the matkct value of the oil and gas, togcll>er with a copy of all documents, records 
or n.-ports con fuming the gross production, disposition 
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nnd market value including gas meter readings, p1pe.linc rcce1pts, gas line receipts and olher checks or memoranda or amount produced and put into pipelines, tanks, or 
pools and gas lines or gas s torage, and any other repons or records which the General Land Office may require to verify the gross production, disposition and market 
value. In oil cases the authority of a manager or ogcntt.o act for the Lessee hcrc~n must be filed 1n the General Land Onicc Each royalty payment shall be accompanied 
by a check stub, schedule, summary or other rcmmonce advice show~ng by the asSII!IlCd General Land Office lease number the amount of royalty beong paod on each 
lease. If Lessee pays hiS royalty on or before thony (30) days aftcr the royalty payment was due, then Lcssec owes a penalty of 5% on the royalty or S25.00. whochcvcr 
os greater A royalty payment whoch IS over thiny (30) days late shall accrue a penally of 10"~ of !he royalty due or S25.00 whochevet os greater In additoon to 1 penalty, 
royalties shall accrue Interest at a rate of 12~. per year, such interest woll begin accruing when the royalty IS soxty (60) days overdue. Affldavots and supporting 
documtnts which aJC not filed when due shall incur a penalry in an amount set by the General l.and Office administrauvc rule which is dfccttvc on the date when the 
anidavits or supporting documents were due. The Lcsscc shall bear all responsibility for paying or causing royalties 10 be paid as prescribed by the due date provoded 
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 origonally due. The above penalty provisions shall not apply 1n cases oftodc dtsputc as 10 the State's portoon of the royally or to that portion of the royal!) 
in d1sputc as to fa1r market value 

I 0. (A) RESERVES. CONTRACfS AND OTI IER RECORDS. Lcssee shall annually furnish !he Commissioner of the Genernl Land Office "oth ots best 
pOSsible estimate of oil and gas reserves underlying th is lease or allocable co this lease and shall furnish said Commissiooc:r with copies of all contracts under wh1ch gas 
is sold or processed and all subsequent agreements and amendments 10 such contracts within thony (30) days after entering into or making such contracts, agreements or 
amendments Such contracts and agreements when received by the General Land Onice shall be held in confidence by the General Land Office unless otherv.ose 
autlooriud by Lcsscc. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on s&Jd prcmoscs, 
oncluding the books and accounts, receipts and discharges of all wells, tanks. pools, meters, and popellncs shall II all tomes be subject to inspectoon and exarnonatoon by 
the Commissooner of the General Land Office, the Attorney Gcnernl, the Governor, or the representative of any of them 

{B) I'ERMITS, DRILLING RECORDS. Wrincn notice of all operations on this lease shall be submlllcd to the Commissioner of the General Land 
Office by Lessee or operator five (5) days before spud date. work over, re-entry, temporary abandonment or plug and abandonment of any well or wells Such wnllcn 
notice to the General Land Office shall include copies of Railroad Commission fonns for application to dnll Copoes of well tests. completion repons and pluggong 
repons shall be supplied to the General Land Onice at the time !hey arc filed wnh the Texas Railroad Commossoon. All applications. permots, repons or other filings that 
reference thiS lease or any specific well on the leased premises and that are submoned to the Texas Raolroad Commossoon or any othet governmental agent) shall 
onclude the word "State• in the title. Additionally, in accordance with Railroad Commission rules, any sil!llag< on the leased p~moses for the purpose of odentofying 
wells. tank baneries or Other a.socoatcd improvements to the land must DISO include the word "Stale." Lcsscc shall supply the General Land omcc "oth any records. 
memorand11, accounts, rcpons, cuttings and cores, or other information relative 10 the operation of the above-described premoses. whoch may be requested by the 
General Land o mcc, in addition to those herein expressly provided for. Lessee shall have an electrical and/or rodioactivoty survey made on the bore-hole sectoon. from 
the base of the surface casing to the total depth of well. of all wells drilled on !he above described premises and shall transmit a true copy of !he log of each survey on 
each well to the General Land omcc within fifteen {15) days after the mal:ong of saod survey 

(C) PENAL T IES. Lessee shall incur a penalty whenever reportS, documents or other matcnals arc not filed on the General Land Office when due The 
penalty for late filing shall be SCI by the General l..and omce administra tive rule which is effective on the date when the materials were due in the General Land omce 

II. DRY IIOLEICESSATION OF PRODUCTION DURING PRIMARY TERM If , during the pnmary term hereof and pnor to doscove') and 
production of oil or gas on said lond, Lessee should dnll a dry hole or holes thereon, or of during the primary term hereof and after !he diScovery and actual productoon 
of oil or gas from the leased premises such production theteof should cease from any cause, this lease shall not terminate if on or before !he cxporntoon of soxt) (60) days 
from date of completion of said dry hole or cessation of production Lcsscc commences additional drilling or reworking opcratoons lhc:rcon, or pays or tenders the next 
Mnual 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 pnor thereto, a dry hole be 
completed and abandoned, or the production ofool or gas should ccasc for ony cause, Lessee's rights shall remain in full force and effect without further operations until 
the expiration of the primary tcnn; and if Lessee has not resumed production. in paying quanlitics al the expirarion of the primary term, Lessee may mam1run th1s lease 
by conducting additional drilling or reworking operations pursuant to Paragraph 13, using !he cxpirntion of !he primary term as the date of ccssatoon of productoon under 
Parngraph 13. Should the first well or any subsequent well drilled on the above described land be completed es a shut-in ool or gas well within !he promary term hereof. 
Lessee may resume payment of the annual rental tn the some manner as provided hereon on or before the rental paying date folloWJng the exporatoon of stxty (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 opso facto tcmunlle. If at the cxporntoon of !he 
primary tcmt or any time thereafter a shut-in oil or gas well is located on !he leased premises, payments may be made in accordance with the shut-in provosions hereof. 

12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exporatoon of the promary term, neothcr ool nor gas IS beong 
produced on said land. but Lessee is then engaged in drillong or rcworkong operntoons thereon, this lease shall remain in force so long as operatoons on saod well or for 
drilling or reworking of any additional well arc prosecuted in good faith and in workmanlike manner without interruptions totaling mon: than soxty (60) days dunng any 
one such operation, and oftltcy result in the production of oil and/or gas, so long thereafter as ool and/or gas is produced in paying quantities from saod land. or payment 
of shut-in ool or gas well royalties or compensatory royaltoes is made as provided in thts lease 

13. CESSATION, DRILLING. AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased prcmoscs, aftet 
once obtained, should cease from any cause, this lease shall not tcrminute if Lcsscc commences addi tional drilling or ~working operatoons Wlthon soxty (60) days after 
such cessation, and this lease shall remain in full force and effect for so long as such opetations conunue in good faith and in workmanlike manner "othout intcnuptoons 
totaling more than so~ty (60) days I r such drilling or reworking operations result on the productoon of otl or gas, the lease shell remain on full force and effect for so long 
as oil or gas is produced from !he leased prcmoses in paying quant ities or payment of shut-in ool or gas well royaltoes or payment of compensatory royalties IS mode as 
provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease woll not tcrmonate if the Lessee 
commences additional drilling or reworking operations witltin sixty (60) days aOcr 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 wothout intenuptoons totaling more than sixty (60) days. Lcssce shall 
give wrincn notice to the General Land Office within thiny (30) days or any cessation of production 

14. SIIUT-IN ROYALTIES. For purposes of thiS paragraph, •well" means any well that has been assogncd a well number by the State agency havong 
jurisdiction over the production of oii Md gas. If, at any time after the expirntion of the promary term of a lease that unul beong shut on, was beong maontaoned on 
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 faci lities or lack of a suitable onarkcl, then Lcsscc may pay as a shut-in oil or gas royalty on amount equal to double the annual rental provided in 
the lease. but not less than S 1,200 • year for each well capable of producong oil or gas 1n payong quantitoes. If Paragraph 3 of this lease docs not spcctfy a delay rental 
amount, then for the purposes ofthos paragraph, the delay rental emount shall be one dollar (SI 00) per acre To be effeotovc, each tnotial shut-on ool or gas royalty 
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muSl be pa1d on or before: (I) the expuation of the primary term, (2) 60 days allcr the Lessee cc:asesto produce oil or gas from the leased prcm1scs, or (3) 60 days after 
Lessee completes a drilling or reworking opemtion in accordance with the lease provisions; whichever date lS latest. Such payment shall be made onc·half (l/2) to tl1e 
Commissioner of the General Land Onice and one-half (112) to the owner of the soil. If the shut-in oil or gas royalty IS paid, the lease shall be COilSidered to be a 
producing lease and the payment shall extend the term of the lease for a penod of one year from the end of the pnmary term, or from the first day of the month 
following the month 1n which production ceased. and, aller thai, if no suitable production facthties or su1tablc market for the 011 or gas cJusts. Lessee may extend the 
lease for four lll()(t successive periods of one (I) )'Car by paying the same amount each year on or before the expumion of each shut-in year 

IS. COMPENSATORY ROYALTIES. If, during the period the lease IS kept 1n effect by payment of the shut-in oil or gas royalty, 011 or gas os 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 rescrvo1r, or many case 
en which drainage is occurnng the nght to contjnuc to maintain the lease by paying the shut-m 011 or gas royalty shall cease. but the lease shall remain effective for the 
remainder of the year for which the royal ty has been paid. The Lessee may maintain the lease for four more success1vc years by Lessee paymg cornpensllory royalty at 
the royalty rate prov1ded m the lease of the market value of production from the well caustng the dramage or YohiCh as completed 1n the same producmg rcscrvou and 
w1thm one thousand (1,000) feet of the leased prcm1ses. The compensatory royalty IS to be pa1d monthly, one-half (112) to the Comm1ss1oncr of the General Land 
0nice and Onc-half(l/2) 10 the owner of the SOil, beginning 011 or before tliC last day Of the month followmg the month 1n which the Oil or gas IS produced from the well 
causing the druinagc or that is completed in the same producing reservoir and located within one thousand (1,000) feet of tl1c leased prem1scs. If the compensatory 
royalty paid in any 12-month period is in an amount less thw1 the wmual shut-in oil or gas royal ty, Lessee shall pay an an1ount equal to the d1ffcrence withm thirty (30) 
days from the end of the 12·month period. Compensatory royalty payments which arc not timely paid will accnJc penalty and interest m accordW'ICc w1th Paragraph 9 of 
this lease. None of these provisions will relieve Lessee of the obligation of n:asonable development nor the obliga11on to drill offscl Yotlls as provided in Texas Natural 
Resources Code 52. 173; however, at the determination of the Cornmiss1oncr, and w1th the Commissioner's wriuen approval, the payment of cornpensa10ry royalties can 
satiSfY the obhgat1on to dnll offset wells. 

16. RhiAJNED 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 prem1ses, Lessee $hall exercise the diligence of a reasonably prudent operator in dnlling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premises and in marketing the produeuon thereon 

(A) VERTICAL- In the event th1s lease is '" force: and effect twO (2) years aller the expirauon date of tl1e pnmary or extended term n shall then term mate 
as to all o f the leased premises, EXCEI'T ( I) 40 acres surrounding each 011 well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paymg quanllties (mcluding a shut·in oil or gas well as provided '" Paraginph 14 hereoO, or a well upon which l.csscc is then engaged m 
continuous drilling or reworking operations, or (2) the number of acres included m a producing pooled unn pursuant to Texas NaturJI Resources Code S2 151-S2 IS3, 
or (3) such grca1er or lesser number of acres as may then be allocated for production purposes to a prorauon unit for each such produemg well under the rules and 
regulations of the Railroad Commiss100 ofTexas. or any successor agency, or other governmental authority having jurisdiction. I fat any time allcr the effective date of 
the paninl tcrnunatlon provisions hereof, the applicable field rules arc changed or the well or wells located thereon are reclassified so that less acreage lS therealler 
allocated to said well or wells for production purposes, th1s lease shall thereupon term mate as to all acreage not thereafter allocated to said Yo til or wells for producuon 
purposes. Notwithstanding the termination of t11is lease as to a ponion of the lands covered hereby, l.csscc shall nevertheless continue to have the right of mgress to and 
egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing roads, extstmg 
p1pchnes and other cxasting facililics on. over and acrOSJ all the lands described m Paragraph I hcrcof<-thc rcuuncd IWtds•), for access to and from the rcu1incd lands 
and for the gathering or transponatlon of oil, gas and other mmerals produced from the retained lands. 

(I)) ~IORIZONT AL In the event th is lease IS '" force and effect two (2) )caB after the cxpirat.ion date of the pnmary or extended term n shall further 
terminate as to nil depths below 100 feet below the total depth drilled (hercinallcr •deeper depths•) in each well located on acreage retained in Paragraph 16 (A) above, 
unless on or before tYoO (2) years after the primary or extended term Lessee pays an amount equal to onc·half(l/2) of the bonus originally pa1d as consideration for this 
lease (as spec1ficd on page I hereoO. If such amount is paid, this lease shall be in force and effect as to such deeper depths, and satd termination shall be delayed for an 
additional period of two (2) years and so long thereafter as oil or gas is produced in paymg quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage rcta1ned hereunder as to each well shall, as nearly as practical, be m the form of a square wuh 
the well located '" the center thcr<'Of, or such other shape as may be approved by the CommiSSIOner of the General Land Oniee Wnhm th1ny (30) days after pan1al 
tctm1nation of this lease as provided herem, Lessee shall execute and record a release or relc:asc:s containing a satisfactory legal description of the acreage and/or depths 
not retained hereunder. TI1e recorded release, or a ecnificd copy of same, shall be filed in tl1e General Land Office, accompanied by the fil ing fee prescnbed by the 
General Land Office nJic:s in effect on the date the release is filed. If Lessee fails or refuses to execute Wid record such re lease or releases w1thm ninety (90) days af\er 
bemg requested to do so by the General Land Onice, then the CommiSSIOner at hiS sole discretiOn may des1gnatc by "'nllen Instrument the acreage and/or depths to be 
released hereunder and record such insLrumem a1 Lessee's c.xpcnsc in the county or coun1ics whc,-c r.he lease IS located and in the officiW records of the: General Land 
0nice and SUCh designation shall be binding UpOII Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties pa1d, or to be paid, under th1s lease shall relieve Lessee of h1s obllgauon to protect 
the oil and gas under the abovc-descnbed land from being drained. l.cssce, sublessee, receiver or other agent in control of the leased pttm1ses shall dnll as many "'ells 
as tl1e 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 addiuon. 1f 
oil and/or gas should be produced in commemal quantities within 1,000 feet of the leased premises, or in any case where the leased prcm1scs is bemg dramed by 
producuon of 011 or gas, the l.cssce, sublessee, receiver or other agent 1n control of the leased prem1scs shall 1n good fa1th begm the dnlling of a "ell or "ells upon the 
leased prcm1ses withm 100 days after the draining Yocll or wells or the well or wells completed wuhm 1,000 feet of the leased prem1ses stan producmg m commerc1al 
quarlllties and shall prosecute such drilling with diligence. Fa1lure to satisfy the SUIIutory offset oblig11ion may subject this lease and the 0Yo11tr of the SOil'S agency 
rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wri11cn approval may the payment of compensatory 
royalty under applicable statutory pnrwneters satisfy the obligation to dnll an onset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good fOIIh cffon. Lessee is prevented from complying with any express or Implied covenant of th1s lease, from 
conducting drilling operations on the leased prem1ses, or from producing oil or gas from the leased prcm1ses by reason of war, rebellion. riots. stnkes. acts of God, or 
any valid order, rule or regulation of government authonty, then while so prevented, l.cssce's obligation to comply w1th such covenant shall be suspended and Lessee 
shall not be liable for dwnages for fa1lure to comply w1th such covenants, additionally, this rcase shall be extended wh1lc Lessee IS prevented, by any such cause. from 
conducting drilling and reworking operations or from producing oil or gas from tl1c leased prenuses. However, nothing in this paragr"Ph shall suspend the payment of 
delay rentals m order to mamlllin this lease in effect during the primary term in the absence of such drilling or reworking Openllions or production of oil or gas 
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19 WARRANTY CLAUSE. The owner of the sool warrants and agrees 10 defend ude 10 the leased prcmoscs lflhc owner of the sool defaults on payments 
" "ed on ohe leased prcmoscs. !hen Lessee may redeem lhc nghts of lhc owner of lhc sool on the leased premises by payong any mor1gage, laxcs or other hens on the 
lea.<c:d premoscs If l.csscc makes payments on behalf of lhe owner of lhe soil under !hiS paragraph, Lessee may recover lhc cost of lhcsc payments from lhe renlal and 
rf')3hiCS due the OV.11Cf Of the SOli 

20 (A) PROPOR IIONATE REDUCTION CLAUSE. lflhc owner of the soil owns less !han the enlire undovoded surfecc estale on lhc abo•e dcscnbcd 
land. "'helhcr or no1 Lessee's inoercso IS spccofied hereon, then lhc royal lies and raotal hereon provoded 10 be paod to lhc owner of lhe soil shall be patd 10 hom on lhc 
proponoon "'hoch hos onoercst bears 10 lhc enure undovoded surfecc cslalc and lhc royallocs and rental hereon provoded 10 be paod 10 lhc Cornmossooncr of lhc Gene.-! 
l.and Office or 1he S1a1e or Texas shall be h~cwosc proponoonaoely reduced llowever, before Lessee adJUSIS lhe royalty or ren1al due 10 lhc Cornmossooncr of lhc 
G~ Und Office. Lessee or hos aulhonzcd rcprcscntalovc mUSI submot 10 the Cornmossioncr of lhe Gcncnl Land Offocc a wnllen Slalcmcnt "'hoch cxplaons the 
doscn:pancy between the interest purportedly leased under !his lease and lhe octual onlcrcst owned by lhc owner of lhc sool The Commissioner of lhc Gene.-! Land 
Office shall be paod 1he value oflhc whole productoon allocable to any undovoded onlercst nol covered by a lease, less lhc propor1oona1c development and producuon coso 
allocable to such undivided on1eres1 Ho,.cver. on no cvenl shall the Commossooner of the General Land Office reccovc as 1 royalty on the gross productoon allocable 10 
lhc undovodcd onlcrcst no! leased an amount less than lhc value of onc-soXIecnlh ( 1/ 16) Of Such gross p<oducloon 

(B) REDUCTION OF PAYMENTS If, during the pnmary term. a portoon of lhc land covered by !hiS lease IS included wolhon lhc boundancs of I 
pooled unol lha1 has been approved by the School Land Boord and lhc owner of the soolon accordJlncc wolh Nalural Resources Code SccltOnS S2 . U I-S2.1S4, of of, 11 any 
umc after 1hc cxpor1111on of lhc pnmory 1cnn or 1hc cx1ended 1cnn. lhos lease covers a lesser number of acres !han lhc 101al amoun1 dcscnbed hereon. paymenlS !hal arc 
made on a per acre basiS hereunder shall be reduced according 10 lhc number or acres pooled, released, surrendered. or olhcrwisc severed, so !hat payments delennoned 
on o per acre basis under lhc lerms of this lease during lhc primary term sholl be calculated based upon lhe numbcl of acres outside lhc boundanes of a pooled uni~ or, 
of after lhc cxporaooon of lhe primory term, lhc number or acres ac1ually re1aoned and coveled by lhos lease 

21. USE OF WATER. Lessee shall have lhc righiiO usc waler produced on saod land necessary for opcrallorts under lhos lease cxcepl woter from wells or 
lank$ of lhc owner of lhe soil; provided, however, Lessee shall no1 usc potable wo1er or water suuablc for lives1ock or irrigation purposes for walcrflood opcralions 
without the prior consent of the owner of the soil. 

22. AUTIIORIZED DAMAGES. Lessee shall pay lhc owner of lhc soil ror damages caused by its opcrauorts lo all personal propcny, rmprovcments, 
hves1ock and crops on said land 

23. PIPELINE DEPTII. When requested by lhe owner of1hc sool, Lessee shall bury ots popehncs below plow deplh 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer tltan IWO hundred (200) feet to any house or bam now on saod prcmoscs wolhoulthe wnncn 
conscn1 of lhc owner of lhc sool 

2S. POLLlJTION. In developong lhos area, Lessee shall usc lhc hoghcsl dc&rcc of ure and al l proper safeguards 10 prc•enl polluloon Wolhoul hmllong the 
forcgoong. pollulion or coastal wcllands, natural wa1erways, n•crs and rmpounded waler shall be prevc:nted by lhc usc of con1aonmcnt facohues sufficrc:n1 10. prc>enl 
spoilage, seepage or ground waoer conwntnatoon. In the cvcnl of polluloon. Lcsscc shall usc all means at ots disposal 10 recapture all escaped hydrocarbons or other 
pollulanl and shall be rcsportsiblc for all damage 10 public and pnvllc propcnocs. Lessee shall buold and mamtain fences anaund its slush, sump, and c!Bonagc pits and 
tank bancncs so as 10 protecllivestock agaonst loss. damage or injury. and upon compleloon or ab:lndonmenl of any well or wells. Lcsscc shall fill and level all slush 
pots and cell111> and complclcly clean up lhc dnlhng sue of all rubbosh !hereon Lessee shall, -.hole conducung opcr11tions on lhc leased premises, keep said premoscs free 
of all rubbish. cans. bottles. paper cups or garbage. and upon complcloon of opcraltOnS shall restore the surface of lhc land lo as ncar ots ongonaJ condoi>On and contoun 
as os pra<:tocablc. Tank$ and equipment woll be kept paonted and presentable 

26. REMOVAL OF EQUIPMENT. SubJCCIIO limolaiiOOS m lhos paragraph, Lessee shall have lhe nghtlo remove machoncry and fil(lurcs placed by Lessee 
on lhc leased premises. oncluding lhc ngh11o dr11w ond remove casing. wilhin one hundred 1wen1y (120) days after lhc exporaoion or lhc 1ennina1ion oflhos lease unless 
lhc owner or the soil grants Lessee an cxtcnsoon or !his 120-<lay period. llowcvcr, Lessee may no1 remove casong rrorn any well capable or producing ool and gas in 
paying quanlilics. Addilionally, Lessee may not draw and remove casing unulaftcr lhrny (30) days written noloce 10 lhc Commissioner oflhc Gcncnl Land Office and 
10 lhc owner or the sool The owner of the soil shall become lhc o-.ncr of any machoncry, fixtures. or casong -.hrch arc nolllmcly removed by Lessee under lhc 1erms of 
lhis paragraph. 

27. (A) ASSIGNMENTS. Under lhc condiuons con1ained in !his parograph and l'arnCJ11ph 29 of !his lease, lhe rights ond cs1a1cs of cilhcr pasty 10 lhis 
lease mny be assigned, in whole or in p~ and lhc provisions of lhis lcasc shall extend to wod be binding upon !heir heirs. devisees. legal rcprcscnlalives, suc:ccssors ond 
BSSignS IIOWCVCr, I change or division Ill Ownership Of l/le land, renlals, Or roy&hiCS Will nOI enlarge l/lc oblogBIIOOS Of Lessee, domomsh lhC roghiS, pnvolcgcs and 
cslatcs o r Lcsscc:. impair lhc efTeclivcncss or any paymcnl made by Lessee or ompair lhc cfTecuvencss or any act performed by Lessee And no change or do>ISion '" 
owncrshop oflhc land. rentals. or royahies shall bind Lessee for any purpose unlillhiny (30) days ancr lhc owner oflhc sool (or his heors. dcvoscc:s, legal rcprescntaloves 
or assogns) furnishes the Lessee wilh salis factory wnncn evidence oflhc change on ownership, including lhc ongonal recorded munimcnts of lillc (of a ccnifocd copy of 
such ortgmal) when lhe owncrshop changed because of a conveyance. A 10181 or partoal Wognmcnl or !his lease shaii, IO the CXIenl orlhc lniCrCSIIISSrgncd, relieve and 
discharge Lessee or all subscqucnl obligalions under !Ius lease. lf lhos lease os assigned on ots cntorely as1o only pan of lhc acreage, 1hc nghl and opuon 10 pay renlals 
Shall be apportioned as between lhc several Owners ralably, according IO lhc area of each, and faolure by one or more of lhcm to pay his share Of lhc raolal shall nol 
afTccl lhos lease on lhc pan oflhc land upon which pro nrta rentals arc llmcly pood 0< tendered; however, iflhc assignor 0< assogrocc docs no1 file a ccnofocd copy of such 
assognmcnl in lhc Gene.-! LJlnd Office befO<c 1he ncx1 rcnl.al pl)'lng date, the enure lease shall 1ermuwe for fa ilure 10 pay lhc enure rental due under Paragnph J 
E•cry assigrocc shall succeed 10 1111 rights and be subJCCI IO all obhgauons. loabolures, and pcnalues owed 10 lhc S1a1e by 1he onginaJ lcsscc or any pnor assoancc of the 
lease. oncJuding any liabilil ics to lhc State for unpaod royallles 

(13) ASSIGNMENT LIMITATION Notwilhslllndong any provosion in Paragraph 27(a). iflhc owner oflhe soli acquorcs lhos lease on whole or on pad 
by assognmenl wolhoulthc prior wrillen approval oflhc Commissooncr oflhe Gene.-! Land Office. thiS lease IS VOid II$ oflhc lime or assoenmcnl and lhc agency po .. er 
of the owner may be forfcilcd by lhc CommiSSioner. An assignmcnl Will be trcaled as of 11 were made 10 the owner oflhc sooloflhc assogrocc IS 

( I) a nominee oflhc owner oflhe soil, 
(2) a Cllfj)Omtion or substdoary on which lhc owner of lhc sotl os a pnncipal soockholder or os an crnplo)cc of such a corporaloon or subsodoary. 
(3) a panncrshop on which lhc owner ofthc sool os 1 partner or os an employee of such a panncrshop, 
(4) a principal slockholdcr or employee or !he corporauon which os lhc owner oflhc soil. 
(5) a partner or employee in 1 partnership which is lhc owner of the soil; 
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(6) a fiducaary for the owner oflhc soil~ includang but not limatcd to a guardmn,uustcc, executor, admmastralor. rccc,,·cr, or conservator· for the 
owner oflhe sotl; or 

(7} a fasmly member of the owner oflhe sod or related 10 lhe O\\ner oflhe soil by marnagc. blood. or adopuon 
28 RELEASES. Under the condiuons contamcd in !his pant~h and Paragraph 29, Lessee may at any umc execute and dchvcr to the o"ncr of !he sod 

and place of record a release or releases covenng any ponton or ponions of !he leased premises. and lhcrcby surrender !his lease as to such ponton or pontons. and be 
relieved of all subsequent obligruions as 10 acreage surrendered. If any pan of !his lease is properly surrendered, !he delay rental due under !his lease shall be reduced by 
the proportion that the surrendered acreage bears to the acreage which was covered by this lease immcdirucly pnor to such sunendcr. hov..·cver, such release. ""'II not 
relieve Lessee of any liabil ities which may have accrued under this leASe prior 10 the surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any part of this lease is asSigned or released, such ass tgnmcnl or release must be recorded 
in the county where lhc land is situated, and !he recorded insltumenl or a copy of !he recorded insltumenl ccnified by !he County Clerk of !he county m \\htch !he 
insltumcnl is recorded. must be filed in !he General Land Office wllhm 90 days of the last execution date accompamed by the prescnbed fihng fcc If any such 
assignment IS not so filed, the rights acquued under this lease shall be subject to forfeiture at !he option of the Commtssioner of the General Land Otlicc 

30. DISCLOSURE CLAUSE. All prOVISIOns pcnainmg 10 the lease of the above-described land have been included in thiS msltumcnt tncludmg the 
statement of lhc ltue COrtSideration 10 be paid for !he cxcc:ution of lhis lease and !he rights and dulles of !he parties. Any collateral agreements concxming the 
development ofo1l Wld gas from lhc leased prcm1ses wh1ch arc not contained in this lease render this lease mvahd 

3 I. FIDUCIARY DUTY 'Jlle owner ofthe soil owes !he State a fiduciary duty and muSI fully dtsclosc any facts alfccllng the State's tntcrcst '"the leased 
premises. When lhc interests of the owner of the soil confliCI with those oflht Stille. lhe owner of !he soil ts obligated to putlhc State's mtc:rests before hiS personal 
tnt crests. 

32. FORFEITURE. If Lessee shall fatl or refuse to make Ute payment ofwty sum withtn lhlfly days after It becomes due, or if Less« or an authonLCd 
agent should knowingly make any false reiUm or false rcpon concemmg production or drilling. or if Lessee shall fail or refuse to dnll any offset "'ell or wells tn good 
faith as required by law and the rules and regulations adopted by the Conunissioncr of the General Land Office, or if Lcsscc should fail to file rcporu tn the masmcr 
required by law or fat Ito comply wilh rules and regulations promulgated by !he General Land Office, the School Land Board, or the Raihoad Commtssion. or tf Lessee 
should refuse the proper authority access to !he records pertaining 10 operallons, or tf Lessee or an aulhorrtcd ogent should knowmgly fat I or tcfuse to gt>c correct 
tnformallon to lhe proper aulhonty, or knowingly fatl or refuse to furnish !he General Land Office a conect log of any well, or if Lessee shall kno" tngly vtolatc any of 
the mrucrial provisions of !his lease, or tflhis lease is assigned and !he assignment is not filed tn !he General Land Office as requited by law, !he nghts acqutrcd under 
this lease shall be subject to forfeiture by the Commtsstoncr, and he shall forfett sante when sutlictcnuy informed of the faru which authoriZe a forfeiture. and \\hen 
forfeited the area shall again be subJeCt to lease under lhe terms of the Relinquishment Act. Ho\\evcr, nothtng herem shall be consltucd as wa.-mg the automallc 
u:nnination orthis lease: by opcnuion oflaw or by reason of any spec1al hm11a1ion arismg hereunder. Forfeitures may be set aside and lhisleasc. and aJI ng.hlS thercundc:r 
rcmstrucd before the rights of another intervene upon satisfactory evidence 10 the Commisstoner of the Gencml Land Office of future compliance with the provisions of 
the law and oflhts lease and the rules and regulations !hat 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 oi l and gas produced from the area covered 
by !his lease to secure payment of all unpaid royalty and olher sums of money !hat may become due under this lease. By acceptance of !his lease. Lessee grants the 
State. in addttton to the lien provtded by Texas Natural Resources Code 52.136 and wty other apphcable staiUiory lien, an express contractual hen on and sccunty 
tntcrest in all leased minerals in and extracted from the leased premises, all proceeds whtch moy accrue to Lessee from !he sale of such leased mtnerals. "hclhcr such 
proceeds arc held by Lessee or by a third pony, and all fixtures on and improvements to !he leased premtscs used in COIUICCiion wtlh !he producuon 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 Lessees breach of any covenant or condition of lhts lease, whether express or imphcd. ThiS hen and secunty tntctcsl may be 
foreclosed with or without coun proceedings in the manner provided in the Title I, Chapter 9 of the Texas Busmess and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee 10 execute and record such insltuments as moy be reasonobly nc:ccssary 10 acknowledge, attach or perfect th is hen Lessee hereby 
represents that there arc no prior or superior liens arising from and relat ing to Lessee's activities upon the above-described property or from Lessee's acqutsitton of this 
lease. Should the Commissioner atony time dctcmlinc thai this representation is not true:. then the Commisstoncr may declare thts lease forfencd as provid..:d hcn:m 

34. POOLING. Lessee is hereby granted lhe right to pool or unitize the royally mtcrcst of !he owner of the soil under Utis lease wtth any outer leasehold 
or mincrdl interest for the exploration, development and production of oil or gas or eilhcr of !hem upon !he sante terms as shall be approved by lhc School Land Boasd 
and the Commtsstoncr of the General Land Office for the pooling or unitUing of lhc interest of the State under thiS lease pursuant to Texas Natural Resources Code 
52. 15 1·52.1 53 The owner of the sot I agrees lhatlhe mclusion of thiS provtsion in this lease satisfies !he cxccutton requtrcmcnts stated'" Texas Natural Resources Code 
52.152. 

35 INDEMNITY Lessee hereby releases and discharges the State of Texas aEd the owner of the soil. lhctr officers, cmplo)ccs. partners, agents, 
contractors, subcontractors, gucsu, mvuc:es, and thctr rcspeclive successors and asstgns, of and from all and any actions and causes of achon of C\try nature. or other 
harm. includmg environmental hllll11, for which recovery of damages is sought, including. but not limited to, aJIIossc:s and expenses \llhtch arc caused by the activtt tc:s 
of Lessee, its officers. employees, and agents arising out of, ineidcnUd to, or resulting from, the operas ions of or for Lessee on the leased prcmtscs hercundct, or that 
may arise out of 0 1 be occasioned by Lessee's breach of any of the terms or provisions of lhis Agreement, or by any other negligent or stnctly liable act or emission of 
Lessee. Further, Lessee hereby agrees to be liable for, cxoncrale, indenuufy, defend rutd hold harmless the State of Texas and the own<r of the sud, thctr officers, 
employ<-cs and agents. their successors or assigns, against any and all claitns, liabilities, losses, dwnages, ucllons, personal inJury (includmg death), costs and expenses, 
or other harm for whtch recovery of dasnages is sought under any theory including ton, contracl, or strict liability, including ru tomeys' fees and olhcr legal expenses, 
including those related 10 environmental hazards, on the leased premises or in any way related to Lessee's fa1lurc to comply wtlh any and all environmental laws; those 
arising from or ttl any way related to Lessee's operauons or any other of Lessee's acttvtlles on the leased prcmtscs; those ansmg from Lc..scc's usc of !he surface of !he 
leased premises; and those lhru may ansc out or or be occasioned by Lcsscc's breach of any of !he terms or provistons of this Agreement or any olher tiCt or om iss ton of 
Lessee. its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and !heir respective successors and assigrtS. Each asstgncc oflhts 
Agreement, or an tnlerest !herem, agrees to be liable for, cxoncrasc, indcmrufy, defend and hold harmless the Stale of Texas and the o"'ncr of the soil, their officers, 
employees, and agents ttl the sante manner provided above m connection with the activittes of Lessee, its officers, employees, and agents as descnbed above. EXCEPT 
AS OTHERWISE EXPR£SSI.V LIMITED HEREIN, ALl. OF TilE INDEMNITY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER TilE 
TERMS OF T illS AGREEMEI'(l' S IIALL liE WIT IIOIIf LIMITS AND WmiOIIf REGARD TO TilE CAUSE OR CAUSES THEREOf (EXCLUDING 
PRE-EX ISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE Of ANY PARTY OR PARTIES (INCLUDING TilE NEGLIGENCE OF 
TilE INOEMNn"IED PARTY), WIIETIIER SUCII NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACl'IVE, OR I'ASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use lhc highest degree of care and reasonable safeguards to prevent contamination or pollution 
of any environmental medium, including soil, surface waters, groundwater, sedimenlS, and surface or subsurface stralll. ambient air or any other 
environmental medium in. on. or under, lhe leased premises, by ony waste, pollulallt, or contnrninanL Lessee shall nol bnng or permit to remain on the leased 
premises any asbestos containing materials. explosives. toxic moterials, or substances regulated as hazardous wastes. hazardous materials. hazardous 
subswnces (as the tcnn "Hazardous Subslanec" is defined in the Comprehensive Environmental Response. Compensation and Liobility Act (CERCLA). 42 
U.S.C. Sections 9601, et seq.), or toxic subslances under any federal, state, or local law or regulation ("Hazardous Moterials"), except ordinary produclS 
commonly used in COMection wilh oil and gas explorution Md development operations and stored in lhe usual manner Md quantities. LESSEE' 
VIOI~TIOI'I Of TilE fORECOI 'C PROIIIBITIO SIIALL CO STITliT£ A MATERIAL BREACII A '0 DEFA ULT IIEREllNOER A 0 
LESSEE SHALL INDEM IFY, HOLD HARMLESS AND DEFEND TilE STATE OF TEXAS A D TilE OW ER O F' TilE OIL FROM AND 
ACAI ST ANY CLAIMS, DAMAGES. J UDGMENTS, PENALTIES. LIABILmES, AND COSTS (INCL Dl C REASONA BLE ATTORNEY ' 
FEES A 0 COURT COSTS) CAUSED llY OR ARI lNG OliT OF (I)'' VIOLATION OF T il E FOREGOING PROIIllllT ION OR (II) TH E 
PRESE C[, RELEASE, OR DIS PO AL OF' ANY HAZARDOUS MATERIA LS ON, UNDER. OR ABO liT THE U::ASED PRE~ II ES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF' Ti lE LEASED PREMISES. LESSEE SHALL CLEA UP. REMOVE, REMEDY AND REPAIR 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE PRESENCE OR RELEASE Of ANY IIA7.ARD0 S 
MATERIALS IN, ON, UNDER. OR A !lOUT TilE LEASED PREMISES D Rl G LESSEE'S OCC PA CY Of TilE LEA ED PRE,11 ES IN 
CONFORM/\ 'CE WITH TilE REQUIREMENTS OF APPLICA OU: LAW. Till I 'DEMNIFlCATION A D A UMPTTON SIIALL APPLY, 
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN P RS AI'IT TO CERC LA OR ANY OTTIER 
ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE Til E STATE OF' TEXAS AND TilE OWNER OF' Ti lE 
SOIL WRITTE NOTICE OF ANY BREACII OR SUSPECll:D BREACII Of TillS PARAGRAPII, UPOI'I LEAR I G OF' Til E PRESENCE 
OF' ANY IIAZARDOUS MATERIALS, OR UI' ON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTA I lNG TO 
IIAZARDOUS MATERIA.LS WIIICII MAY AFFECT TilE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE m ; REUNDER SHALL 
SURVIVE TilE EXPIRATION OR EARLIER TERMINATION. FOR ANY REASON, OF' TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTexas Naturnl Resources Code S2. 171through 52.190. commonly known as 
the Relinquishment Act, and other applicable statutes and Mlcndments thereto, Md if any provision in this lease does not conform to these statutes, the 
statutes will prevail over My nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed ond 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 bet:n satisfied. the dTecthc dote ofthos 
lease shall be the dote found on Page I. 

39. LEASE FlLING. Pursuant to Chapter 9 of the Texas Ousiness and Conuncrce Code, this lease must be filed of record in the office of the 
County Cieri< in any county in which all or any part of the leased premises is located, ond 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 Cleric from his =ords) is filed in the ~I Land Of 
fice in ac:cordanec with Texas Naturnl Resources Code 52. 183. Additionally, this lease shall not be binding upon the SWe unless it recites the actual ond true 

eonsidention paid or promised for execution of this lease. The bonus due lhe State ond the prescribed filing fee shall aecornpany such certified copy to the 
Gcner.ol Land Office. 

40. Rentals in the amount of S24.00 for yCAI$ two and three of this lease have been prepaid. One half (Y,) of this amount has been paid to the 
Lessor and one half (Y,) has been paid to the State of Texas. Rentol for the fourth year in the amount of S2,412.00 has not been paid and if the fourth yur 
rental is not paid then this lease will expire. One half (Y,) or the fourth year rental will be paid to the Lessor and one half (Y,) will be paid to the State of 
Texas. Rental for the fiflh year is included in the fourth yeor rental and if the fourth yur rental is paid then no additional rentals are due under th is lease. 

OY: William A. Chalfant 

T ITLE: President 

DATE: __ _.'J?'-f-,/-"'2_.'J-I/'-"0'-=5'-'.- - --

t for the State of Texas -

STATE OF TEXAS 

BY: 

TITLE: Individually ond as agent for lhe State ofTcxas 

Date:------ ---------
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( INDIVIDUAL 
ACKNOWLEDGMENT) 

Before me, the undersigned authorily, on lhis day personally appeared Suu o Luckd Chrislic, dtoliog in her sole and nparalc 
property, known lo me 10 be the persons whose names arc subscribed 10 lhe foregoing inslrumcnl, and acknowledged 10 me lhal 
lhey execuled 1hc same for lhe purposes and consideralion !herein expressed. 

Given under my hand and seal of office 1his lhc ll__ day of_...;A.....:..- l.:.;t:..>('+J..._l ..._j _S.J..·..!...r-__ , 2005. 

No1ary Public in and for 

My Commission expires: 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

Before me, the undersigned authority, on this day personally appeared William A. C halfant, 
known to me to be the person whose name is subscribed to Lhe foregoing instrument, as President of 
C halfant Properties, Inc. and acknowledged to me that he executed the same for the purposes and 
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Givpn under my hand and seal of office this the day of 
~\.~\1\kr , 2oos. 

FILE NO . 4 228 

JUDITH K. WILLIAMS 
MY COMMISSION EXPIRES 

February 7, 2009 

IJfY r1't0\'t.-. , • ., HE '"t , \ ~.· .. 
011 USf P• " •r ~ 
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FILED FOR RECOltD ON" THE _ _ ......_,'-="---DAY OF SEPTEMBER A.D. 2005 4:14 P . K. 

A.D . 2005 10 : 30 A. K. :::r --c=--~~!-_ _ DAY OP SEPTEMBER 
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DIANNE 0. FLOREZ , COUNTY CLPJUC 
REEVES COIJNTY , TEXAS 
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STATE OF TEXAS 
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Gtntn ll.and Office 
Rtllnqulshmtnl .loci Lo .. o Fonn 
Rovl10d, Stptombor 1997 

~ustin, 'QCexas 

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, James Robert Hilt, Individually, and Co-Trustee, V•ginla Glenn Hill Lattmore, tndoYidually, and Co-Trustee, and John A. 

S~ky. Co-Trustee of the Houston and Emma Hil Trust Estate and Agent for the State of Texas of SOQ West Seventh Street Suite 1802 for!Worlh 

Texas 761 02-4V2 

said agent herein refMred to as the owner of the soli (whether one or more), and , CHESAPEAKE EXPLORATION U MITEO PARTNERSHIP, an 
Oklahoma ~mited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereonafle< c~led Lessee 

1. GRANTING CLAUSE. for and In consideration of the amounts stated below and of the covenants and agreements to be pale!, kepi and 
perlonned by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leauc and lets unto Lessee, lor 
the sole and only purpose of prospecling and drilling lor and Pfoducing oil and gas, laying pipe fins, building tanks, storing ool and buildong power 
stations, telephone lines and other structures thereon, to produce, save, lake care of, treat and transport seld products of the lease, the following lands 
situated in Reeves County, State ofT exas, to-wit: 

Block 45, Publlc School Land Survey, A-3655 ' ( 
Section 2: All, General Land Offoce Ale No. 119585 

Containing ___ Ji641:1.1o!O ___ acres, more or less. The bonus consideration paid lor this lease Is as follows. 

To the State of Texas follY OneThowand Seyentv Two and 00/100 

Dollara ($ 41 072 00 l 

To the owner of the soil· fortv One Thwaocl Seyentv Two and 00/100 

Oollara ($ 41 072 00 l 

Total bonus consideration: Eiahty Two Thousand One Hundred forty four and 00/100 

DollaR ($ 82 144 00 ) 

The total bonus conside.ratlon paid reprsents a bonus of Three Hundred Two Dollars ($302.00) per acte, on __lZZ.lL. net SCfes. 

2. TERM. Subject to the other provisions In this lease, this lease shall be lor a teo-m of FIVE I 5 l years from 
this date (he<ein called •primary terml and as long thereafter as oil and gas, or efthe< of them, Is produced In paying quanllties from said land As used 
In this lease, the term ·produced In paying quanlkies· means that the receipts from the sale or other authorized commMcial 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 0< befO<e one (1) year from this date, this lease shall termina1e, 

unless on 0< ~O<e such anniversary date Lessee shall pay 0< tender to the owner of the soli 0< to his cred~ In the THIS IS A PAID UP LEASE· SEE 
PA8AGBAPH40 Bankat ____________________________________________________________ _ 

Or Its successors (wlloch shal continue as the depository regardless of changes In the ownership of saki land), the amount specified below; in add~ lon, 

Lessee shal pay 0< tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 

O< ~()(e said dille. Payments under this paragraph shall operate ~' ~ rental and shall cove< the privilege of defening the convnencement of a well IO< 

one (t) year from sa1d date Payments under this paragraph shall be in the following amounts· 

I o the owner of the soil -------------------:---------------------------------------
(Dollars S _________ ....J 

To the State of Texas:------------------------------------
(Dollars s _ ________ _J 

Total Delay Renlal: - ----- -------,------------------------(Dollars s _______________ ..-J 

In a like manner and upon like payments annually, the commencement of a well may be further deferred fO< successive periods of one (1) year each 
during the primary term. All payments or tenders of rental to the owner of the soli may be made by check()( sight draft of Lessee, or any assignee of this 
lease, and may be delivered on or before the renlal pay date. If the bank designated in this paragraph (or its succeas()( bank) should cease to exist, 
suspend business, ~quid ate, fail or be succeeded by another bank, or for any reason fall to refuse to accept rental , Lessee shall not be held In defauM for 
failure to make such payments or tenders of rentals until thirty (30) days after the owner of the soil shaD deliver to Lessee a proper recordable instrument 
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 Of cause to be paid one-half (112) of the royalty provided fO< In 
this lease to the Commissioner of the General Land Offoce of the Stale ol Texas, at Austin, I exas. and one-haK (112) ol such royalty to the owner of the 
soil: 

(A ) OIL Royalty payable on oil. which is defined as including au hydroc.t>ons 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 separatO< 0< other equipment, as hereinafter provided, 
shall be 22 5% part of the gross production or the merkel value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Offoce, such value to be determined by 1) the highest posted price, plus premium, W any, offered or paid IO< oil, condensa1e, distillate, Of other liquid 
hydrocart:lons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the higheat mlrtet price thereol offered or 
paid in the general area where produced and when run, or 3) the gross proceeds ol the sale thereol, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premisea is sold, used or processed in a plant, ft wiU be run free of C081 to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least on efficient, so that all liquid hydrocart:lons 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 wr~ing , by the royalty owners upon 
such terms and cond~ions as they prescribe. 

(B) NON PROCESSED GAS. Royally on any gas (tnctudlng flared gas), which is defoned as al hydrocarbons and gaseous subetances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with reapect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocart:lons or other products) shall be 22 5% pan olthe gr081 production or the marl<at value thereof, at the 
option of the owner of the soli 0< the Commissioner of the General Land Off.ce, such value to be based on the highest marltet price paid or offered for 
gas of comparable qual~y in the general area where produced and when run, or the gross price paid Of 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) degr- F ahrenhe~. correction to be made for pressure according to Boyle's Lsw, and for specifoc 
gravity according to tests made by the Balance Method or by the most approved method oltesting being used by the Industry at the time ol !eating. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant fO< the recovery of gasoline or other liquid 
hydrocart:Jons shall be 22 5% part of the residue gas and the liquid hydrocart:lons extracted 0< the market value thereof, at the option of the owner 
of the soil 0< the Commissioner of the General Land Offoce. All royaHles due herein shall be based on one hundred percent (1 00%) of the total plant 
produdion ol residue gas attributable to gas produced from this lease, and on fifty percenl (50%), or that percent accruing to Lessee, whichever is the 
greater, ol the total plant production of liquid hydrocarbons attrbutable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recove<ed from gas proceased in a plant in which Leasee (or its p~ent. subsidiary or alfdiate) owns an interest then the percentage applicable to liquid 
hydrocart:Jons shan be folly percent (50%) 0< the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or W there is no such third party, the highest percent then being specified In proceastng agreements Of contracts In 
the industry), wlllchever is the greater. The respective royaHles on residue gas and on liquid hydrocart:lons shall be determined by 1) the highest markel 
price paid or offered for any gas (or liquid hydrocart:lons) of comparable qua~ in the general area, or 2) the gr011s price paid or offered for such residue 
gas (or the weighted average gr011s selling price for the respective grades olliquid hydrocart:lons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royaltiee which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur 0< any other products produced or manufactured from gas (excepting liquid 
hydrocart:lons) whether said gas be •casinghead: ·dry: or any other gas, by fractionating, burning or any other processing shall be~ 

------------------------------------------------------------------------------------- pan of 
the gross production of such products, or the mlrtet value thereol, at the option of the owner ol the soil or the Commissioner ol the General Land Otroce. 
such maricet value lobe determined as follows: 1) on the basis of the higheat marltet price of each product for the same month in which such product is 
produced, or 2) on the basis ol the average gross sale price ol each product for the same month In which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year alter the expiration ol the primary term of this lease, W this lease is maintained by production, the 
royahies paid under this lease in no event shall be less than an amounl equal to the total annual delay renlal herein provided; olhllfWise, there shaH be 
due and payable on or before the last day olthe monlh succeeding the annivenary date olthis lease a sum equal to the total annual rental less the 
amount ol roya~ies paid during the preceding year. If Paragraph 3 olthis lease doo not specify a delay rental amount, then for the purposes ol this 
paragraph. the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROYALTY IN KIND. Notwhhstanding any other provision in this lease. at any bme or from lime to time. the ownllf of the sool or the 
Commissioner d the General land Offoee may, at the option of ehher. upon not less than sixty (60) days notice to the holder d the tease. requwe that the 
payment of any royatties accruing to such royalty owner under this lease be m ade in kond. The owner d the sOli's or the CommiSsioner of the General 
Land Offoee's right to take its royalty in kind shaM not diminish or negate lhe owner of the saira or lhe Commissioner d the General Land Offoee's rights 
or Lessee's obligations, whether exprss or implied, under this lease. 

1. NO DEDUCTIONS. lessee agrees thai aU royalles accruing under this lease (including those paid In kind) shall be whhoul deduction for 
the cost d producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sate or use. Leuee agrees to compute and pay royalties on the gross value received, Including any reimbursements 
for severance taxee and production related costa. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shaN be payable on any gas as may represent this lease's proponionate share d any fuel 
used to process gas produced hereunder In any processing plant. Notwhhslanding any other provision of this lease, and subject to the wrhten consent ol 
the owner d the soil and the Commissioner of the General land Offoee, lessee may recycle gas lor gas lifl 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 royaMies shaU be payable on the recycled gas until k is produced and sold or used by lessee in a maooer which entitles the royally owners to a 
royally under this lease. 

9. ROYALTY PAY MENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Offoee at 
Austin, Texas, In the fol lowing manner. 

Payment d royalty on production ol oil and gas shall be as provided In the rules set forth in the Texas Register. Rules currenUy provide that royalty on 011 
is due and must be received in the General land Offoee on or before the 51h day olthe second month succeeding the month ol production, and royalty 
on gas is due and must be received in the General Land Offoee on or before the 15th day olthe second month s~ing tho month ol production, 
accompanied by the affidavit olthe owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Offoee 
and showing the gross amount and disposition d al oil and gas produced and the market value of the oil and gas, together wrth a copy of al documents. 
records or reports confwming the gross production, dispodlon and market value including gas meter readings, pipeUne receipts, gas ~ne receipts and 
other checks or memoranda ol amount produced and put into plpeWnfll, tanks, or pools and gas Un• or gas storage, and any other reports or records 
which the General Land Offoee may require to verify the gross produdion, dispodlon and market value. In all cas• the authority d a manager or agent 
to act for the lfllaee herein must be flied in the Gene<al land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other rem"tance advice showing by the assigned General Land Offoee lease nunober the amount d royalty being paid on each lease. II Lessee pays 
his roydy on or before thirty (30) days after lhe royalty payment was due, then lessee owes a penatty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which Is over th irty (30) days late shall accrue a penalty of10% d the royatty due or $25.00 whichever Is greater. In addit1on 
to a penalty, royalties shaU accrue Interest at a rate ol 12% per year. such Interest wiU begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavit& and supporting documenla which are not filed when due shall incur a penally In an amount set by the General land Offoee administrative rule 
which is etfective on the dale when the affodavila or supporting document& were due. The Lflllee shall bear aU responsibMily for paying or causing 
royahles to be paid as prescribed by the due date provided herein. Payment olthe delinquency penalty shall in no way operate to prohibit lhe State's 
right d forfeiture as provided by law nor eel to postpone lhe date on which royalties were originally due. The above penally provis ions shall not apply in 
cases of t~le dis pule as to the State's portion of the royalty or to that portion d the royalty In dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually furnish the Commissioner d the General Land Offoee 
with its best ~sible estimate ol oil and gas rfll&ni8S underlying lhia lease 01' allocable to this lease and shall fumish said Commissioner With copies of 
all contracts under which gas is sold or proceased and all sublequenl agreMlenla 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 Offoee shaU be 
held In confidence by the General land Offoee unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing d the oil and gas produced on said premises, including the books and accounts, receipts and diScharges of all wels, 
tanks, pools, meters, and plprines shall at al tlmel be subjed to lnspeclion and examination by the Commissioner d the General Land Offoee, the 
Attorney General, the Governor, or the reprfllentatlve of any ollhem. 

(B) PERMITS, DRILUNG RECORDS. Written notice of al operations on this lease shaa be subm~ted to the CommiSsioner d the Genllfal 
Land Offoee by Lessee or operator five (5) days before spud date, worltover, re-entry, tempor.ry abandonment or plug and lbandonment ol any wei or 
wells. Such written notlce to the General Land Offoee shal include copies of Railroad Commission forms for application 10 dnll. Copies d weU tests, 
completion reports and plugging reporta shaM be aupplled to the General land Office at the time they are filed with the Texas Railroad Commission. All 
appUcations, permits, reports or olh8f filings that referena~ this lease or any specifiC wei on the leased premises and thai are submitted to the Texas 
Railroad Commission or any other governmental agency ahalllnclude the word "Slate• In the tkle. Addklonaly, in accordance with Ral~oad Commission 
rules, any signage on the leased premises for the purpose of Identifying welts, tank batteries or other associated improvements to the land must also 
include the word 'State: Lessee shall aupply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operallon of the above-described premises, which may be requested by lhe General Land Office, In addhlon to thoee herein 
expressly provided for. Lessee shaU have an electrical and/or radioactivity aurvey made on the bore-hole section, from the b•e olthe surface casing to 
the total depth d wen, ol all welll drtlled on the above dfliCit)ed premll• and shal transmk a true copy of the log of each aurwy on each wello the 
General Land OffiCe within fifteen ( 15) days after the making olaald SUMI'f. 

(C) PENAL TIES. Lessee shall incur a penahy whenever repor1s, documents or other materials are not filed In the General Land Office when 
due. The penalty for late raing 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. If, durtng the primary term hereof and prtor to diSCOvery and 
production ol oil or gaa on said land, Lauee should dril a dry hole or holes thereon, or if during the primary term hllfeol and after the discovery and 
aclual production ol oil or gas from the leased premilfll such production thllfeol ahould ceaae from any cause, this lease shal not termlnate W on or 
before the expiration ol sbcly (60) days from date ol completion ol said dry hole or cessation d production Lessee commences additional drilling or 
reworking operations thereon, or pays or tendetS the next annual delay rental in the same manner as provided In this lease. If, during the last ye~r d the 
primary term or within sixty (60) days priOI' thereto, a dry hole be completed and abandoned, or the production ol oil or gas should cease for any cause, 
lfllsee'a rights shal remain in full force and etfect ~out furthllf operations ..ntil thb expiration ol the primary term; and if lfllsee has not resumed 
production in paying quantkie& at the expiration ol the prvnary term, lfllsee may maintain this leale by conducting additlonal drilting or reworking 
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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 drined on the above described land be completed as a shut-In oil Of gas well within the Pflmary term hereof, Lessee may 
resume payment d the annual rental In the same manner as Pfovlded herein on Of beiOte the rental paying date following the expiration d sixty (60) 
days from the date d COIT'4)Ietion d auc:tl shiA-In oil 01 gaa wei and upon the faUure to make suc:tl payment this lease ahal lpeo facto terminate. If at the 
_..oon d the primary term 01 any time thereafter a ahul-ln oil 01 gaa wei Is localed on the leased premiss, paymen'- may be made In accordance 

- the ~ prcMiions hereof. 

12. QftiLUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, nei ther oil nOt gas Is being 
produced on said land. but Lessee Is then engaged In dril~ng Ot r~lng operations thereon. this lease shall remain In fOtce so long as operallons on 
said wei Of lOt drillng Of r~ing of any addKional wells are prosecuted In good faKh and In wor1<manflke manner wKhout Interruption• totaling more 
th., sixty (60) days during fiiT'J one auc:h operlllion, and If they rauft In the production of oil and/01 gaa, ao long thereafter • oil and/01 gaa Is Pfoduced 
In paying quanlities from uld land, Of payment of shut-In oil Of gaa well royaHiea 01 compensatory royalties Is made aa provided In this leaae. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the Pflmary term, Pfoductlon of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shan not terminate If Lessee commences addftionel drillng Of reworking 
operations within sixty (60) days after such cessation, and this tease shall remain In full fOtce and effect fOt so long as such operations continue In good 
falth and In w011<manWke manner without Interruptions totaling mOte than sixty (60) days. If suc:tl drlllng or r~ing operatlona reauH in the production 
of oil or g•. the lease shall remain In full force and effect for so long • oil or gas Is produced from the leaaed prernioea In paying quantiliea or payment 
of shut-in oil or gas well royaHiea or payment of c:Otnpensalory royalliea Is made • provided herein or • provided by law. If the driling or rewOOdng 
operations resuft In the cOtnpletion of a well as a dry hole, the lease win not terminate If the Lessee commencee additional driiUng or rewor1dng 
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 drinlng or 
rewOtking operations In good faKh and In a workmanlli<e manner without Interruptions totaling mOte than sixty (60) days. Lessee shall give written notice 
to the General land Office within thirty (30) days of any ceesllllon of production. 

14. S HUT -lN ROY AlliES. For purposes of this p•agraph, 'wellf means any wei that has been assigned a wei number by the stale agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of 1 lease that, until being shut In, was being 
m aintained In force and effect, a well capable of producing oil or gas In paying quantKies Is located on the leased Pfemlses, but oil or gas Is not being 
Pfoduced fOt lack of suMable production laciiKiee or lack of a suKable market, then Lessee may pay as a ahut-ln oil or gas royalty an amount equal to 
double the annuli rentll provided In the lelae, but not leu than S 1.200 a year for ..:11 well e~~pllble d producing oil or g• In p8Ying quantlllea. If 
Paragraph 3 of this lease doea not specify e delay rental amount, then for the purpc.• of lhll p•agraph, the delay rental amount shel be one dollar 
($1.00) per acre. To be etfec:thle, each lnMialshut-in oil or g• royally must be paid on Of before: (1) the eJCPlrallon of the primary term, (2) 60 days after 
the Lessee ceases to pt'oduce oil or gas from the leased premises, or (3) 60 days after Lessee completee 1 drlllng or rewor1dng operetlon In accordence 
with the lease Pfovlslons; whichever dale Is lalesl Such payment shel be made one-hd (112) to the Commissioner of the General Land Olfoce and one­
half (112) to the owner of the soil If the shut-In oil or gas roydy Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term d the lease for a period d one yaM from the and d the prim.y term, or from the fnt day of the month folowlng the month in which 
Pfoduction ceased, and, after that, If no su~able production faclllliea or sukable maticlll for the oil or gaa exls'-, Leaaee may extend the lease for two 
mOte succe&aive periods of one (1) year by paying the aeme amount each year on or before the expiration d each shut-In year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease Is kept In effect by payment of the shut-In oil or gas royalty, oa or gas Is 
sold and delivered In paying quantities from a wellloceted wKhln one thousand (1 ,000) feet of the leased Pfemlsee 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 Of gas royalty shall cease, but 
the lease shaM remain etfedive for the remainder d the year for which the royalty has been paid. The Leasee may maintain the lease for four more 
aucoeaalve years by Leasee paying compensatory royalty at the royalty rate provided In the le•e of the matl<lll V8lue of production from the wei causing 
the drainage or which Is completed In the a erne producing reeerwlr and wllhln one thousand (1 ,000) feet of the leeled prernioea. The c:ompenaatory 
royalty Is to be paid monthly, one-haK (112) l o the Commissioner ol the General Land Olflce and one-half (112) to the owner of the soli, beginning on or 
before the last day of the month following the month In which the oil Of gas Is Pfoduced from the well causing the drainage Ot that Is completed In the 
same Pfoducing reservoir and located within one thousand (1 ,000) feet of the leased prernlsee. If the compenaalory royalty paid In any 12-month period 
is an amount lees than the annual shut-In oil or gas royalty, Leesee shell pay an ernount equelto the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty paymen'- which are not timely paid .,.;1 accrue pendy and lntereat In accordance with P.-.graph 9 of this 
lease. None of theae prOIIislons .,.;1 relieve Leasee of the oblig81Jon of r-onable development 001 the oblig811on to drfl offslll wells as provided In 
Texas Natural Reeources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wmten epproval, the payment 
of compensatory royalties can satisfy the obligation to driU offset wells. 

18. RETAINED ACREAGE. Nc:Mithstandlng any prOIIislon of this tease to the ccntr.y, after 1 well producing or capable of producing oil or 
gao has been completed on the leased premisee, Leesee shall e-ciae the diligence of a r-onably prudent operalor In drilling auc:tl additlonll wei or 
wells as may be reasonably necessary for the proper dewlopment of the leased premiss and In manceting the production thereon. 

(A) VERTICAL In the event this lease Is In force and effect two (2) years after the expiration dale of the Pflm.y or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) •o ac:tes surrounding each oil well capable of producing In peying quantities and 320 acres 
surrounding each gas well capable of Pfoduclng In paying quaniKies (Including a shut-In oil or gas wen as PfOvlded in Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged In cootlnuous drilling Of rewor1dng operations, or (2) the number of acree included In 1 producing pooled unK 
pursuant to Texa. Natural Reaourcea Code 52.151-52.154, or (3) auc:tl greater Of Ieeser number d acta • may then be alocaled for production 
purposes to a proration unk for each suc:tl producing well under the rules and regulations of the Railroad COtnmlaalon d Texas, or any suc:cessor 
agency, or Olher governmental authOtKy having jurisdiction. If at any lime after the effedive date of the partial termination Pfovlslons hereof, the 
applicable fl8id rulee are changed or the wen Ot wells located thereon are reclassifl8d so that leas acreege Is thereafter anocated to said wen or wells for 
production purposes, this lease shall thereupon terminate as to all acreage nOI thereafter allocated to said well or wells for production purposes. 
Noi'Mthstandlng the termlnatlon d this lease as to a portion of the lends COYered hereby, Leaaee shal ~~ cootlnue to have the right of ingreas 
to and egress from the lands all subject to this lease for ell putpoaee deacribed in Paragraph 1 hereof, toge!her with -ements and rightl-d-way for 
exismg roads, exismg pipelines and other existing facllilies on, a<~er and ac:ta.a all the lands deecribed In Paragraph 1 hereof \the reclined lands"), for 
access to and from the retained lands and for the gathering Ot transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In lhe event this lease Is In I04'ce and effect two (2) years after the expiration date of the primary or eX1ended term ~ shall 
further terminate as to all depths below 100 feet below the total depth drilled (herelnafter "deeper depths11n each well located on acreage retained in 
Paragraph 16 (A) above, unless on 04' befe<e lWo (2) years after the primary or extended term Lessee pays an amount equal to one-haK (112) of the 
bonus originally paid as consideration for this lease (as apeclfled on page 1 hereof). If such amount is pald, this lease shall be in force and effect as to 
such deeper depths, and said termination ahal be delayed for an additional period of lWo (2) years and so long thereafter as oil or gas is produced in 
paying quantitiea from such deeper depths covered by th is lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shaA, as nearly as practical, be in the form of a 
square wnh the well located In the center thereof, Of such other shape as may be approved by the Commissioner of the General Land Offoce W~hm 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and rec04'd a release or releases containing a sat1sfactory 
legal deecrtptlon of the acreage and/or depths not retained hereunder. The recorded release, ot a cer1ified copy of same, shaU be filed in the General 
Land OffiCe, accompanied by the filing fee preecriled by the General Land OffiCe rut. In effect on the date the release Ia flied. If Lessee fails ot refuses 
to execute and record such release or relea&• wtlhin ninety (90) days after being requested to do so by the General Land Offoc:e, then the 
Cornmissloner at his sole discretion may designate by wrinen Instrument the acreage and/ot depths to be released hereunder and recotd such 
instrument at Lessee's expense In the county ot counties where the lease is located and In the offiCial recotds of the General Land Olf'IC<! and such 
designation shall be binding upon Lessee fot aU purposes. 

17. OFFSET WEL.LS. Neither the bonus, delay rentals, not royalties paid, or to be paid, under thiS lease shall relieve Lessee r:l hiS Obhgallon 
to protect the oil and gas under the above-deecrtbed land from being drained. Leesee, sublessee, receiver ot other agent In conl!ot ot tt>o lea$ed 
premises shaU driU as many wells as the facts may justify and shaU use appropriate means and dr~l to a depth neceesary to prevent undue drainage d 
oil and gas from the leased premises. In addnlon, ff olland/or gas should be produced In commercial quantnies 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 tanh begin the drilling d a well 04' wells upon the leased premises within 100 days after the draining well Of wells 0< the 
w.ll or wet11 completed ~hln 1,000 fMC r:l the leased premia• 1ta1 producing In eornm«clll quantlliel and a hill pro18cuta such driling 'Mill diligence. 
Only upon the determination of the Commissioner of the General Land Office and with hll written approval may the payment at cornpeiiSIIlory royalty 
under applicable statutory parametCif'l sat isfy the Obligation to drill an offset well« welll required under this paragraph. 

18. FORCE M AJEURE. If, after a good IIIith effort, Lessee is prevented lrorn complying will any express 0< lmpied covenant of thiS lease, 
from conducting drilling operations on the leased premisee, or from producing oil 0< gas from the leased premises by reason of war. rebelion, uots, 
strikes, acts d God, or any valid order, rule or regulation d government authorky, then wlhUe so prevented, Lessee's obligation to comply wnh such 
covenant ahaU be suspended and Lessee shal not be liable for damage& for failure to cornply wkh such covenants; addilionalty, this lease shal l be 
extended wlhHe Lessee II prevented, by any such cause, from conducmg drUling and rew011dng operations or from producing oil a< gas frorn the leased 
premisee. 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 drUilng or reworking operations or production of oil or gas. 

18. WARRANTY CLAUSE. The owner of the soil warrants and agreas to defend tnle to the leased premises. If the owner of the soli defaults 
In payments owed on the teased premis•. then LMSee 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 premlaee. II Lee see makes payments on behalf r:lthe owner of the soli under this pllfllgraph, Lessee may recover the 
eo& I d lheee payments from the rental and royaltiee due the owner d the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner d the soil owns less than the entire undivided surface estate in the above 
described land, wlhether or not Letsee's Interest is specified herein, then the roy a-t. 1nd rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion wlhlch his Interest bears to the entire undivided surface estate and the royalles and rental herein provided to be paid to 
the Commissioner d the Generll Land Offooe d the State r:1 Texas shal be ikewlse proportionately reduced. However, before Lessee adjusts the 
royalty 0< rental due to the Commissioner of the Generll Land OffiCII, Lessee Of his authorized representative must aubml to the Commissioner r:lthe 
General Land Offooe a written statement wlhlch explains the discrepancy~ the Interest purpor1edly leased under this lease and the actual interest 
owned by the owner of the soli. The Commissioner of the General Land Offoce shall be paid the value of the wlhole production allocable to any undivided 
interest not covered by a lease, lela the proportionate development and production coat aUocable to such undivided Interest. However, In no event shall 
the Commissioner of the General Land Offoce receive as a royalty on the gross production aDocable to the undivided interest not leased an amount less 
than the value r:l on&-~lxleenth (1116) r:1 such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion r:lthe land cowred by this lease is Included within the boundaries 
of a pooled un~ that has been approved by the School Land Board and the owner r:l the soil in accO<dance with Natural Resources Code Sections 
52.151·52.15-4, or if, Ill any time after the expir1tlon of the primary term 0< the extended term, this lease covers a Ieiser number of acres than the total 
amount d•cribed herein, payments that are made on 1 per acre basis hereunder shall be reduced accO<ding to the number r:1 acres pooled, released, 
surrendered, or othelwise •-ed. so that payments determined on a per ac:re basis under the Ierma r:l this lease during the primary term shaD be 
calculated based upon the number r:l acres outside the boundariM r:l a pooled unk, ot, If Iller the expiration r:l the primary term, the n..nber of acres 
actually retained and C01181ed by this leae. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary lot operations under this lease except water 
from wells 0< tent<. of the owner of the soU; provided, however, Lessee shall not use poteble water or water aunable IO< Uvestock or lrrigat1on purposes 
fa< waterflood operaUons w~hout the prior consent r:l the owner of the soli. 

22. AliTHORIZED DAMAGES. LMSee ahal pay the owner r:l the soil fot damages caused by its operations to al personal property, 
lmprovemenll, !MIItoek and cropa on said land. 

23. PIPELINE DEPTH. When requested by the owner at the soil, Leesee shalt bury Its pipe~nes below plow depth. 

24. WELl. LOCATION LIM IT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises ~hout 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing lhls area, Lessee shall use lhe highesl degree d care and an proper safeguards lo prevenl pollution. Wthoul 
limhing lhe foregoing. pollution d coaslal wetlends, natural waterways, rivers and Impounded water shell be prevented by the use d containment 
facilhies suffocient to prevent spinage. seepage or ground water contamination. In the event d pollution, Lessee shall use all means at ~s disposal to 
reapture a1 escaped hydroca110nS or other polutant and shal be responsible for aM damage to public and private properties. Lessee shall build and 
manain f~ around b slwh, s1611p, and drainage pb and link batleriee so as lo protect livestock against loss, damage or Injury; and upon 
~ 01 at>andonment d wry welt or wells, LMsee shal fil and leYel a1 slush pb and celaq and complelely cleln up the dril&ng ale d al rubbi&h 
thereon Lessee shall. while conducting operations on the leased premises, keep said premises free d all rubbish, cans, bottles, paper cups or garbage, 
and uoon completion d operations shan restore the surface d the land to as near Its original condition end contours as Is practicable. Tanks and 
ec~uooment ..,. be kept painted and P<esenlable. 

iS. REIIIOYAL Of' EQUIPMENT. Sullject to limhtions In this paragraph, Leesee shall have the right to remove machlnery and flldures plaoced 
by Lessee on the .,_ad premisa, inckJding the right to draw and remove casing, within one hundred twenty (120) days IIIIer the expiration or the 
tetminlllion d till& .,_. unleu the owner d the soil grants Leasee an extension d this 120-day period. However, Leuee may not remove casing from 
any wen capable d producing oil and gas In paying quanthles. AddKionally, Lessee may not draw and remove casing unlll after thirty (30) days wmten 
ncllce to the Commissioner ot the General Land Offoce and to the owner ot the soli. The owner d the soil shall become lhe owner d any machinery, 
fiXtures, or casing which are not timely removed by Lessee under the terms ot this paragraph. 

TT. (A) ASSIGNMENTS. Under the condkions contained In this paragraph and Paragraph 29 d this lease, the rights and estates d either 
party lo this lease may be assigned, In whole or In part, and the provisions ot this lease ahaU extend to and be binding upon their helra, diMI-. legal 
representatives, succeesors and auigns. However, a change or division In ownership d the land, rentals, or royaltlee wil not enla-ge t.he obligllllons d 
Lessee, diminish the rights, prlvllegos and ostatos d Lessee, Impair the effectiveness d any payment made by Lessee or Impair the elfectlveness d any 
act performed by Lessee. And no change or division In ownership d the land, rentals, or royaltles shall bind Lee see for any purpose unm thirty (30) days 
after the owner d the soil (or his heirs, devisees, legal rel)<esentatives or assigns) furnishes lhe Lessee with sallsfactory written evidenced the change 
In ownership, Including the original recorded munlments d tltle (or a certlflld copy 01 such original) when the ownership changed because 01 a 
conveyance. A total or partial asalgnment d this lease a haD, to the extent d the lntereet assigned, relieve and di&charge U.see d aa sut.equent 
obligations under this lease. If till& te.e Is aalgned in b entirety as to only par1 d the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area 01 nch, and failure by one or more d them to pay his shared the rental shal l not affect 
this lease on the part d the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or auignee does not f~e a certified 
copy d such assignment In the General Land Offica before the next rental paying date, the enUre lease shaD tennlnale for faDure to pay the entire rental 
due under P•agraph 3. Every assignee shall succeed to all rights and be subject to aM obligations, iabiillM, 1nd penllllee owed to the State by the 
orlginalleasee or any prior euignee d the lease, Including any liabil~lea to the Slate for unpaid royaltlee. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(s), if the owner d the aoll acquifee this lease In whole or In 
pat1 by assignment without the prior written approval d the Commissioner d the General Land Offoce, this lease Is void as d the lime d assignment and 
the agency power d the owner may be forfeked by the Commissioner. An assignment will be treated as if K were made to the owner d the aoll if the 
assignee Is: 

(1) a nominee d the owner d the soil; 
(2) a corporation 01 at.tleidiary In which the owner d the soils a princlpalstoclcholder 01 I& an employee d auoch a corporetion or st.tleldlary; 
(3) a pat1nership in which the owner d the soil I& a par1ne< or I& an employee d such a partnership; 
(4) a principal stockholder or employee d the corporalion which Is the owner d the aoil; 
(5) a partner or employee In a partnership which Is the owner of I he soil; 
(6) a foduclary for the owner d the soli; Including but notllmKed to a guardian, trustee, executor, admlnlstrllor, receiver, or conservator lor the 
owner d the soil; or 
(7) a family member d the owner 01 the soil or related to the owner d the soil by man1age, blood, or adoption. 

21. RELEASES. Under the conditions contained In this paragraph and Paragtaph 20, U.see may at any time execute and deliver to the 
owner d the soil and place 01 record a release or releases covering any portion or portions Olthe leased premises, and thereby surrender this tease as 
to such portion or portions, and be relleved d all subsequent obligations as to acreage surrendered. If any part d this lease Is property aurrendered, the 
delay rental due under this lease shal be reduced by the propor11on that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to suoch aurrender; however, such releaae wiA not relieve Lee see d any lllbllillea which may have acctUad undllf thi& lease prior to the 
surrender d suoch acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part d this lease Is assigned or released, such assignment Of release must be 
recorded In the county where the land Is s ituated, and the recorded Instrument, or a copy d the recorded Instrument certified by the County Clerit d the 
county in which the instrument is recorded, must be filed in the General Land Offoce within 90 days d the last execution date accompanied by the 
prescribed filing fee. If any auoch assignment Is not so filed, the rights acquired under thi& .,_e shalt be subject to forfelure 81 the option d the 
Commissioner d the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to lhe lease d the above-described land have been included In this Instrument, 
including the statement d the lrue consideration to be paid lor the execution d th la lnse and the rights and dulles d the parties. Any collateral 
agreements concerning the development d oil and gas from the leased premises. which are not conlained in this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner d the soil owes the State a fiduciary duty and must fully discloae any facts affecting the State's Interest In 
the te.ed J)<emlsea. When the lnter•ts d the owner d the soil conflic:l with those d the State, the owner d the aoil Is ob&gllled to put the Stille's 
inlereets before his personal inlerMts. 

32. FORFEITURE. If Lossee shall fail or refuse to make the payment d any sum within thirty days aner h becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fall or refuse to drill any 
offset wen or wells In good faith as required by law and lhe rules and regulations adopted by the Commissioner d the General Land Offica, or if Lessee 
should fail to file reports In the manner required by taw or fal to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board. or the Railroad Commission, or if Leesee should refuse the proper authority acce .. to the recon!s pertaining to operations, or if Leasee or 
an authorized agent should knowingly faa or refuse to give correct Information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Offace a correct log d any wen, or If Lessee shan knowingly violate any ol the material provisions d this lease, or W this lease Is assigned and the 
asstgnment is ncl filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commlssiooer, and he shall forfd same when suffoclently informed ot the facts which authorize a forfehure, and when forfetted the area shall again be 
subject to lease under the terms ot the Relinquishment Acl However, nothing herein shal be construed as waivong the automatiC termination ot this 
lease by operation ot law or by reason ot any speclal lrnftltion arising hereunder Forfeotures may be set aside and this lease and all rights thereunder 
reinstated before the rights ot another intervene upon satilfactOf)' e~ence to the Commissioner <:A the General Land Office <:A future compliance with 
the p4'0Yiaions ot the law and <:A this lease and the rule& and regulations that may be adopted relative herelo. 

33. LIEN. In aoccordance wkh Texas Natural Resources Code 52.136, the State shall have a first lien upon aU oi and gas produced from the 
area covered by this lease to secure payment ot al unpaid royalty and other sums ot money that may become due under this lease By acceptance ol 
this lease, Lessee grants the State, in addkion to the ~en Pfovided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and secu~ interest in al loued minerals in and extracted from the loued Pfemlses, all PfoceedS which may accrue to 
Lessee from the sale <:A such leased minerals, whether such PfoceedS are held by Lessee or by a third party, and 1111 fixtures on and imp4'ovementa to the 
teased Pfemlses used in connection w~h the Pfoduction or processing ol such leased minerals in order to secure the payment ot 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 ot this lease, whether express or in plied. This Uen and security interest may be foreclosed with or without court proceedings in 
the manner PfOvlded in the H ie 1, Chap. 9 ot the Texas Business and Commerce Code Lessee agrees that the Commissioner may reqwe l essee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby represents that thefe 
are no prior or superior liens ning from and relating to Lessee's act.Miies upon the abov!Hiescribed Pfoperly or from lessee's acquisition ol thiS lease 
Should the Commissioner at any time determine that this rep4'esentation is not true, then the Commissioner may declare this lease forfeited as proVIded 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unhize the royalty Interest ol the owner ot the soil under this lease wrth any other 
leasehold or mineral Interest for the exploration, development and production ol oil or gas or ehher ot them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Offoce for the pooling or unhlzing of the Interest ol the State under this lease 
pursuant to Texaa Natural Resources Code 52.151·52. 15-4. The owner ol the soil agr- that the inclusion ot this Pfovlsion In this lease satisfies the 
execution requirements staled in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State ol Texas and the owner of the so~. their olfocers, employees, panners, 
agents, contractors, subcontractors, guests, invhees, and their respective successors and assigns, ot and from al and any actions and causes of action 
ot every nature, oc other harm, including environmental harm, for which recovery ol damages is sought, including, but not linrted to, al losses and 
expenses which are caused by the aclivities ol Lessee, Its offocers, employees, and agents nino out ol, incidental to, or resuling from, the operalions 
ot or for Lessee on the leaaed premises hereunder, or that may arise out ot or be occaaloned by lessee's breach ot any ot the terms or provisions ol this 
Agreement, or by any other negligent oc strictly Uable act oc omission ot Lessee. Further, Lessee heteby agr- to be Uable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their offocers, employees and agents, their successors ot assigns, against any 
and all claims, llabll~ies , losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, undet any theory Including tort, contract, or strict UabiiHy, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased p4'emises or in any way related to Lessee's failure to comply w~ any and aU environmental laws; those arising 
from or in any wwy related to lessee's operation& or any other ot lessee's activitlea on the leased premises; the»e arising from LMsee's use ol the 
surfaoce ol the leased Pf&rnises; and those that may arise out ct or be occasioned by Lessee's breach ol any ol the terms or Pfovisions ol this Agreement 
or any other act or omission ol Lessee, hs directors, officers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective successor$ and assigns. Each assignee ot this Agreement, or an interest therein, agrees to be Uable for, exonerate, indemnify, defend and 
hold harmless the State ot Texas and the owner ol the soli, their officers, employees, and agents in the same manner provided above in connection wrth 
the actMtles oll...easee, b offlcers, employeel, and agents • delcrlled aboYe. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, AU. OF 
THE lNOEMNrTY OBLIGATIONS AHDIOR UABILITIES ASSlMIIEO UNDER THE TERMS OF THIS AGREEMEHT SHALL BE WTTHOUT LIMITS AND 
WTTHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT UABIUTY, 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. ENVIRONMEHTAL HAZARDS. Lessee shall use the highest degree ol care and au reasonable safeguards to p4'event contamination or 
pollution ct 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 p4'emls81, by any wate, pollutant, or contaminant. Le~see shd not bring or ~ to remain on 
the leaed p4'emises any abestos containing materials, explosives, toxic materials, oc substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· Is defined in the Comprehensive Environmental Response, Compensation and Uabil~y 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 Pfoductl commonly used in connection '<rill oil ~ gaa exploration and development operations and stored in the usual maMer and quanl'ies. 
LESSEE'S VIOLATION OF THE FOREGOING PROHtBmON SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHAll INDEMNIFY, HOLD HARML£SS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMEHTS, PENALTIES, UABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 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 HAZAROOUS MATERIALS ON, UNDER, OR ABOlJT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR AWf SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOlJT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPliCABLE LAW. THIS INDEMNIFICATION AND ASSlMI!PTlON SHAll APPLY, BUT IS NOT UMITEO TO, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKE.N PURSUAHT TO ceRCLA OR Atl'f OTHER E.NVIRO ... EHTAL LAW OR REGULATION. LESSEE SHALL 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 HAZAROOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSE.E HEREUNDER SHALL SURVIVE THE EXP1RATION OR EARUER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPliCABLE LAW. This lease is iuued under the PfOvlsiona ol Texas Natural Resources Code 52.171 through 52.190, commonly 
known aa the Relinquishment Act, end other applicable statute& and amendments th-o. and if any Pfovislon in lhis lease d~ not conform to lhese 
statute~, the statutes wiU p4'evail ~Net any nonconforming lease p4'ovisions. 
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38. EXECUTION. This oil and gas lease musl be signed and acknowledged by the Lessee before~ Is flied of record In the county records and 
in the Gene<al Land Offoce ollhe Stale ol Texas. Once the filing requirements found In Paragraph 39 ol this lease have been satisfied, the effective date 
ol this lease shall be the date found on Page 1. 

39. L£ASE FlUNG. Pursuant to ChapCer 9 ol the Texas Buslnees and Comme<ce Code, this lease must be f~ed ol record In the office of the 
County Cleftt In rry county it whidl all or rry part ol the leased premises Is located, and certifoed coplee thereol must be filed In the General Land 
Ollice. Thia lea&e ia not elfec:tiw until a certifjed copy ol thia leale (which is made and certified by the County Cleftt fnorn his records) Is filed in the 
General Land 01!'a it accordance with Texas Natural Resources Code 52.183. Add~ionally, this lease shall not be binding upon the State unless H 
reeilee the 8C!ual and true consideration paid or promised for execution ol this lease. The bonus due the Stale and the prescnbed filing fee shall 
accompany such certified copy lo the Gene<al Land Office. 

40. Rentals it the amount ol S~ for years two and three ol this lease have been prepaid. One half (112) cl this amount has been paid 
to the Lessor and one half ( 112) has bMn paid to the STATE OF TEXAS. Rental for the fourth year In the amount ol $54 672 PO has nOI been paid 
and if the fourth year rental is not paid then this lease win expire. One half (112) ol the fourth year rental wiD be paid to the Lessor and one-half (112) will 
be paid to the Stale ol Texas. Rental for the frfth year Is Included In the fourth year rental and If the fourth year rental is paid, then no addHional rentals 
are due under this lease. 

41. See " ADOEDNDUM TO LEASE" for edditional provisions 

President - Land and Legal and GeneraiCounsel 

Chesapeake Operating, Inc., General Partner 

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

Date:---------

STATE OF TEXAS 
Virginia Glenn Hill La"imore, Individually and as 

c\Jcu~ee _.. Jt<. d !IJ/ ~~ 
"'" ~-!.o' .). Q ~ 1 
STATE OF TEXAS 
Houston & Emma Hill Trust Estate 

BY "' hDJ.# J:hn} Styrsky, Co-Trus~ 
Date:c:Zdh tO , ,)i)O l 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF OKLAHOMA .-sJA 
This instrument was acknowledged before me on the is ~day d....:..___:::::...._..l-~ 

STATE OF 'd-e.\.~ 
COUNTY OF 2m lv~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, lhe undersigned authority, on this day personally appeared James Robert Hill Individually and as cO=trustee of the Houston and Emma 

Hill Trust Estate on beba~ of said estate known to me to be the per1on whose name is subscribed to the foregoing Instruments as and acknowledged 

to me that he executed the same for the purposes and consideration thl!feln expressed. 

~~~w~~~~~~~~~is~e~~ayd~~~--------~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authoiity, on this day personally appeared Yira lola Glenn Hm Lattimore Individually and p c<>=lrustee o1 ~e Houston and 

Emma Hill Tryst Estate on beha~ 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. 

~~~~·~~~~~:n~s~e~a~ld~dfi~~~thisthe~ayd~~~~~~~~~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared John A Sookv lodlvidyaltv and p co-trustee of the Houston and Emma HIU 

Trust Estate on behaK ol sajd estate known to me to be ~e PefSOns whose names are subscribed to the foregoing Instrument. and acknowledged to me 

that they executed ~e same for the purposes and consideration ~ereln expressed. 

Glwn under my hand and seal d olf~ this ~e ~ay d ___s;_.OI!.WSZ:::...~~~~--

~ 01 

Tr e and Correct 
copy of 

r ginal filed in 
F ves County 

ks Office 

••• • • • •• • 
• 

•••• • • • •• • 
• 

•••• • • • ••• 
• •• 4 . ' . ' 



VOL. 7 b 6 PAGE :202 

ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated January 22,2007 by a nd between the STATE OF 
TEXAS, acting by and through its agent. James Rober1 Hill, Individually, and Co-Trustee, Virginia Glenn HiU Lattimore, 
lndividully, and Co-TrustM, and John A. Stynky, Co-Trustee of the Houston a nd Emma HiU Trust Estate, Owner oftbe 
Soil, and Chesapeake E:rploratioo Limikd Partnership, 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 
writtm 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 opcratioos 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 wa.rranty and Lessor's agreement to assume all 
rights, responsibilities and liabilities, if any, for the operatioo 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, 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 oftbis 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 

th is 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. 

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. 

II . Upon wri l1cn 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. 

I 2. 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 r ights 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 governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty s ix (36) inches below the surface. 
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f6. After l.he expiration ofl.he primary tenn, and not wil.hstanding paragraphs 16 (A) and 16 (B) above and any other provision 
in l.his lease to l.he contrary, no portioo ofl.his lease will terminate if Lessee continues to drill a well (or wells) anywhere on 
l.he leased premises wil.h no more l.han ooe hW1dred and eighty ( lllO) days between l.he release of the drilling rig on one well 
and the commencement of actual drilling operations on a subSequent well (hereinafter referred to as " continuous drill ing"). 
Upon l.he cessation of continuous drilling l.his lease shall terminate in accordance wil.h l.he ol.her relevant provisions herein. 
11: however, Lessee bas filed wil.h the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the 
said 180-day per iod, all requisite applications to drill !he next well in l.he continuous drilling program, and Lessee is W1able to 
proceed wil.h drilling pending aul.horizatioo by the Texas Railroad Commissioo, l.hen Lessee shall be allowed such additiooal 
time as may be reasonably necessary to obtain l.he aul.horization and !hereafter spud l.he subsequent well. 

17. In the event l.hat Lessor should own a lesser interest or not have the r ight to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amOW1t paid herein for such lost interest.. 
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OIL AND GAS LEASE LO.I 30468 
THIS AGREEMENT is made and entered into this 22"" day ol Janua.-y • 2007. between the State of Texas, acting 

PAGE 

by and through its agent, Hil Trusts, agent for the MSW Revocable Trust. Michael S. Waltrip, Trustee. Ml.H Reweable Trust. Marge<y L Hanna. Trustee 

and Watrip M•bl Trust. Kenneth Watrip, Trustee 81ld Agent foe the Staled T- ol 5611 Bllilo 'k1J¥$%t 38i! FOil Worth IX 76107 
~ ,,~ C...OC.PI' 

said agent hBfein refBfred to as the owner d the soil (whether one or more), and . CHESAPEAKE EXPLORATION UMITED PARTNERSHIP. an 
Oklahoma fim~ed partnership, ol P.O. Box 18496, Oklahoma City, Oklahoma 73154..()496, hereinafter called Lessee. 

1. GRAHllNG CLAUSE. For and In conskleratlon d the amounts staled below and ol the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State ol Texas acting by aid through the owne< ol the soil , hereby grants, leases and lets unto Lessee. for 
the sole and only purpose ol proepecting and dtiling for and producing oil and gas, laying pipe linea, building tanks, storing oil and bu&!ing power 
stations, telephone lines and other structures thereon. to produce. save. take care ol, treat and transport aaid products ol the tease. the follow~ng lands 
s~uated in Beeves County, State ol Texas. t~ 

Block 45, Public School Land Sur.oey, A-3655 
Section 2: All, General Land Office File No. 119585 

Containing ___ ""64,..o,__ __ acres. mora or less. The bonus considerallon paid for this lease is as follows: 

To the State ol Texas Eigbtcen ThQIISand EiQht Hu!!!lrcs! Twenty Four and 6V100 

Dollars (S 18 824 67 l 

To the owner d the soil: Elqbtoen Tboysand Eight Hund!od Twooty Foyr and 6V100 

Dollars ($ 18 824 67 l 

Total bonus consid8fatlon: Thirty Seyen Thousand Six Hundred forty Nln& and :}1/00 

Dollars ($ 37 649 31 ) 

The total bonus cor.ldetalion paid repr111ents a bonus ol Three Hund!od Two Dolin ($302.00) per acre, on 124 666§67 net aetas. 

2. TERM. Subject to the other prOIIIslons In this lease, this lease shall be for a IBfm ol FIVE ! 5 l years from 
this data (herein called 'prima.-y tarm1 and as long thereafter as oil and gas, or efther ol them, Is produced In paying quantKias from said land. As used 
in this lease, the term ' producod in paying quaotkies" means that the receipts from the sale or other authorized commercial use of the substance(s) 
~od uceod CIA d pocket openrtionalllliP"ffl"' for the aix months lalt p1111t. 

-
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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 terminate, 

unless on Ot befOte such anniversary dale Lessee shall pay or tender to the owner a the soil Otto his creda in the THIS IS A PAID up LEASE· SEE 
PABAGBAPH10 Bankat ________________________________________________________ __ 

Or its s~ (wllich shal continue as the depos~ory regardleu a changes in the ownetShip d said land). the amount apecifted below: in ~ion. 

Lessee shal pay 01 tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 

01 before said d•e. P~ under this pwagraph shall operate .. a rental and shall cCNer the privilege d deferring the comrnenc«nent a a well fOt 

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

To I he owner of the soil: __________________ -:--------------------------------------
( Dollars $ ________ ___) 

To the State d Texas: --------------------:-------------------------------------­
(Dollars $- ----------' 

TdM~ayRem~: ~----------------~--------------------------------
(Oollars $------::---::---___) 

In a like manner and upon ~ke payments annually, the commencement a a weU may be further deferred fOt successive periods a one (1) year each 
during I he primary tetm. All payments or tenders a rental to the owner a the soit may be made by check or sight draft d Lessee, or any assignee a I has 
lease, and may be delivered on or before the rental pay dal.e. If the bank dealgnaled In thll paragraph (or its succeasor bank) should cease to exist, 
suspend buslneas, liquidate, fail or be succeeded by ano4her bank. or for any reason fail to refuse to accept rental, L.euee ahal not be held in defaul for 
failure to make such paymenla 01 tenders a rentals until thifty (30) days after the owner a the soil shal ~to ~ee a proper recordable instrument 
naming another bank as agent to receive such payments or tenders. 

+. PRODUCTION ROYAL TIES. Upon production of oit and/or gas, L83see agrees to pay or cause to be paid one-half (1/2) a the royalty provided for In 
this lease to the Commissioner a the General Land Office a the State a Texas, at Austin, Texas, and on&-ha~ (1/2) a auch royalty to lfle owner a the 
soil: 

(A ) OIL Royally payable on oil, which is defined • induding al hydrocatllcm produced in a liquid form II I he mouth a the well and also • 
aft condensate, distillate. and other lquld hydrocarbons recoveted from ol or gas run through a separator or «her equlpmenl as hereinafter prOIIIded, 
shall be 22 5% part d the gross production or the market value therea, at the option a the owner d the soil or the Commissioner d the General 
Land Offat, such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid for oit, c:ondenute, dlsliRate, or other liquid 
hydrocarbons, ra.pect!Wlly, a a ike type and gra\llly In the g-al area where produced and when run, or 2) the hlghelt mnet price lflerea otrerld or 
paid in the g-81 area wt-e produced and when run, or 3) the gross prOCMda of the sale therea, wllich4Mw is the grealer. l.euee aor- that before 
any gas produced fran the leased premise. Is sold, used or proceHid In a plant, M wit be run free a c:oet to the roylt'lty ownetS through an adequlle oil 
and gas separator a con118nllonal type, or other equipment at least as efficient, so that an 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 
auch terms end cond~lona n they prasc:rlbe. 

(B) NON PROCESSED GAS. Royaly on any gaa (Including ftared gaa). wlllch la defined as al hydrocarbons and gaaeous sUbstances not 
defllled aa ol In subparagraph (A) above, produced from aoy well on said land (tllCC8p! aa provided herein will ra.pect to gas processed In a plant for 
the ex!Jaction d gasoline, liquid hydrocalbonl or «her products) ahalt be 22 5% p.n a the gron production or the markel value lherea, at the 
option d the owner d the soli 01 the Commissioner a the General Land Offat, such value lo be based on the hlgha.t mar1<et price pald or otrered for 
gas a 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 nd It any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shal be sbcly (60) degr- Fahr~. c:orredion to be made for pressure acxording to Boyle's Law, and for speciflc 
gravity according to tests made by the Balance Method or by the most ~oved method a teetlng being used by the lndldtry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas proc.sed In a gasoline plant or other plant for lhe recovery of gasoline or other liquid 
hydrocarbons shall be 22 5% part a the residue gas and lhe liquid hydrocarbons elrtrac:ted or the market value thereof, at the option of the owner 
of the soil or I he Commissioner a the General Land Office. AH royaftles due herein shaH be based on one hundred percent (1 00%) of the total plant 
production d residue gas al!l'l>utable to gas produced from this lease, and on rrtty percent (50%), or that percent accruing to Lessee, Wlllchever Is the 
greater, a the tdal plant production of liquid hydrocarbona aiiJbutable to the gaa produced fran this leaae; provided that w liquid hydrOC<Ifbons are 
recCMM'Id fran g• processed In a plant in which Lenee (or ill pwent, tulleldia'y or ltfii8te) owns an Interest, then the percentage~ to 1iquk1 
hydrocarbons shan be f1fly percent (50%) or the highest percent accruing l o a third party processing gas through such plant under a proc.slng 
agreement negotiated at arm's length (or W there is no such third party, the highest percent then being specifoed in proca.slng agreements or contrac:ta In 
the industry), wllichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or otrered for any gas (or foquid hydrocarbons) of comparable quarrty In the general area, or 2) the gross price paid or otrered f or such residue 
gas (or the weighled 8'18f'&ge gross selling price for the reepective grades d liquid hydrocarbons), wllich4Mw Is the greater. In no evenl however, shaH 
the royalties payable under this paragraph be lest than the royalties which would have been due had the gas not been proc.sed. 

(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 fracUonallng, burning or any other processing shan be~ 

--~~~--~--~--~--~~--:~~~~~--~--:~----~~~~-.-~--~~--~~~--~- Part a 
lfle gross production a such products, or the mafl<et vaiUelflerea, at the opUon a the owner a I he soli or the Commissioner a the General Land Office, 
such market value to be determined aa follows: 1) on the basis d the highest mart<et price a each product for the same month in which such product is 
produced, 01 2) on the basis of the -age groes sale priced Mch producl for the a arne month in wllich auch products •e produced; ~ is the 
greater. 

5. M INIMUM ROYALTY. During any year after the expiration d the primary term a this lease, K this lease is maintained by production, the 
royalles paid uooer this te.e In no event shan be less lllan an amount equal to the total annual delay rental herein provided; olllerwise, there shal be 
due and payable on or before the last day d the month succeeding the anniversary dale of this leaae a sum equallo the total annual rentalle&t the 
amount of ror-lfies paid during the preceding year. If P•agraph 3 d this Ieese ~ not epeclfy a delay rental amount. then for the purposes a this 
paragraph, lhe delay rental amount shall be one dollar ($1.00) per acre. 
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6. ROYALTY IN KIND. Nolwilhslanding any other provision In this lease, at any lime or fre<n time to time, the owner of the soot or the 
Commissioner o1 the General Land OffiCe may, at the option ol eilher, upon not less than sixty (60) days notice to the holder o1 the lease, require that the 
payment or any royalties acauing to such royalty DWniK under this lease be m ade In kind. Tho owner of the soil's or the Ce<nmlssioner ol the General 
Land Oflice'a right to take b royalty in kind shal not diminish ex negate the owner ot the soirs ex the Commisslonet ol the Gen&f3l Land OffiCe's rights 
ex Lenee's obligations, whether elep<""" or Implied, under thilllease. 

1. NO DEDUCTIONS. L8Ssee agrees thai au royani8S accruing under this lease (Including those paid In kind) shall be w4hout daducloon for 
the cost o1 producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making tho oil, gas and 
other prodUC1s hereunder ready for sale or use. Lassee agreas to compute and pay royalties on tho gross value received, Including any reimbursements 
for severance taxes and production related coals. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on ony gas as may represent this lease's proportion ale sh•o ol any fuel 
used to process gas produced hereunder In any processing plant. Notw~hstandlng any other provision of this lease, and subject to the wrklen consent of 
the owner of the soil and the Commissioner of the General Land Offoce, Leas ee may recycle gas for gas lift purposes on the leased p r~ises or for 
Injection lnlo ony oil or gas producing formation underlying the leased premises after tho liquid hydrocarboM contained In the gas have been removed; 
no royalies shal be payable on the recycled gas unti l is l)(oduced and aold a used by Lessee in a manner wllich entitles the royalty owners to a 
royalty under this lease. 

II. ROYALTY PAYMENTS AND REPORTS. All roya•oes not taken in kind shall be paid to I he Ce<nmiSsiOner ol the General Land Offoce at 
Austin, T exas, in the following manner: 

Payment ol royalty on produclion ol oil and gas shal be as I)(OVIded In the rules set fOith In the Texas Register. Rules currently I)(OVIde that royalty on oil 
is due and must be receMid In the General Land OffiCe on ex befae the Sth day ol the second month succeeding the month ol l)(oducllon, and royalty 
on gas is due and must be received in the c.-at Land Offoce on a befae the 15th day ol the second month succeeding the month of l)(oducllon, 
acce<npanied by the affidavit ol the owner, manager or other authorized agent, completed in the form and manner prascribed by the General Land Offoce 
and showing the grO&s amount and dlspos~lon ol all oil and gas produced and lihe marl<el value of the o~ and gas, together wilh a copy ol all documents, 
recads or reports conforming the gross l)(odUC11on, dispos~ion and market value including gas meter readings, pipeline receipts, gas ~ne receipts and 
other checks 0< memoranda ol amount produced and put Into pipeline., tanks, or pools and g• i n. or gas slaage, and any other reports a reccxds 
which the General Land OffiCe may require to verify the groas l)(oduelion, disposition and m arl<et value. In all cases the aUlhO<ly ol a manager or agent 
to act for the lessee herein must be filed In the c.-a1 Land Offlce. Each royalty payment shalt be accompanied by a check stub, schedole, summary 
or olher rem~tanee advice showing by the assigned General Land Office lease number the amount d royalty being paid on each lease. If Lassee pays 
his royany on or before thirty (30) days after the royalty payment was due, the n Lessee owes a penaly ol 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment wlllch Is over thirty (30) days late shall accrue a penalty of 10% d the royally due or $25.00 whichever is great«. In addrtion 
to a penalty, royalties shal accrue lnteteel at a rate ol 12% per year: such lntetesl wil begin to accrue when the royalty is sixty (60) days overdue. 
Affodavits and supporting documents which are nol filed wllen due ahalllncur a penalty In an amount set by the General land OffiCe administrative rule 
wlllch Ia effectMI on the dille when the .tfidavb a supporting docuri*U -e due. The Lessee shal bear all responsibilly fa paying or causing 
roydies to be paid as prescribed by the due dale I)(Ovided herein. Payment d the delinquency penalty shall In no way operate to prohibit the Stale's 
right ol forfeiture as provided by law nor actio postpone the dale on which royalties were originally due. The above pena~y provisions shall not apply In 
cases oll~le dispute as to the State's portion olthe royaky or to that p0<1ion of the roy aMy In dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. L•see shall annually furnish the Commission« d the General Land Olfrce 
with b beat po&aible estimate ol oil and g• r•- underlying lhll lease or alloc.t>le to this lease and shall furnish said Commluionef with copies o1 
.. contracts under whicto ga Ia said 0< l)(ocened and all aubaequent •- and -~ to such conttacts within thifty (30) days after 
entering Into or making such contracts, agreemenll or amendmenll. Such conltacls and agreements when received by the G eneral L.and Otfoce shal be 
held In confidence by the General Land Offoce unless otherwlle authorized by Lessee. All other contracts and records pertaining to the l)(oduclion, 
tt-portalion, sale and mneting ol the oil and ga l)(oduced on said l)(emisers, including the books and accounts, r~ and doschargas d all wells, 
tanks, pools, meters, and pipeline. shall at al limes be subject to lnspedion and examination by the Commisslonet ol lhe General land Offrce, the 
Allorney General, the Govemot, or the representlllive ol any ollhern. 

(B) PERMITS, DRJLUNG RECORDS. Writlen notice ol aD operallons on this lease shaD be subm~ted to the Ce<nmlssloner ol the Genetal 
Land Offrce by Lessee or operator five (5) days before spud dale, workover, r&-enlry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the c.-at Land Office shaH Include copias of Railroad Commission lams for application to drWL Copies of well tests, 
completion reports and plugging reports shal be supplied to the General Land Offlce allhe time they are flied with the Texas Railroad Canmisslon. All 
applications, permb, reports a other filings thai refereriC8 this lease Of' any specWlc wei on lhe leased l)(&misea and that ate aubmiUed to the Texas 
Railroad Commission a ony other QOWelinil811taiiQ8IlCY shalt Include the WORI "State• In lhe tlle. Addlionally, In acccxdance with Railroad Commission 
rulas, any signage on the leased l)(emises fa the purpose of Identifying welts, lank balteries or other associated improvements to the land must also 
Include the word ·state: Lessee shall aupply tho Genetal Land Offoce with any recorda, memoranda. accounts, reports, cutting• and cores, or other 
lnfamation relative to lhe operation of the aboY&-described prernisM, which m ay be requMled by the General Land Offlce, in addllon to those herein 
expressly I)(Ovlded fa. Lessee shal have an eledrlcal and/or radloadMty survey made on the bon•·hole section, from the bMe ollhe aurface casing to 
the total deplh d wei, or all wells driled on the above descrlled l)(&misea and shaltransml a true copy or the log or each aurwy on each wei to the 
General Land Office wilhin fifteen ( 15) daya IIIIer the making olaald SUMI)'. 

(C) PENAL TIES. Lessee shan Incur a penalty wllenever reports, documents or other maletials are not f~ed In tho General Land Offoce when 
due. Tho penalty fa late filing shall be ael by the General Land Olfrce admlnlstretlve ru le wllich Is effective on the date wllen the materials were due in 
tne General Land Otnce". 

11. DRY HOLE/CESSATION OF PRODUCTION OURJNG PRIMARY TERM. If, during the prim~ term hereof and prior to discove<y and 
l)(oduclion ol oil ex gas on said land, L.euee should drill a dly hole or hot. thereon, or if during the prim~ term hereof and after the discovery and 
actual l)(oduclion ol oil ex gas fran the leeled l)(emleee tuch l)(oduclion lh«eof should ceae from any cawe, this '-te sh .. not terminale if on or 
befae the expiration ol sixty (60) days from dale ol canpletlon ol said dry hole or cessation ol l)(oductlon Lessee commencas addrllonal drilln g or 
reworking operations thereon, or pays or lenders the nex1 annual delay rental in the same manner • provided in this lease. If, dumg the last year d lhe 
prim.y term Of' within tixty (60) days prior thereto, a dly hole be compleled and abMc!oned, or the l)(oduclion ol oil Of' gas t houkl cease for any cause, 
L..easee's r'Qhls shal r~ in full force and elfecl without fuf1her operations until the expiration ol the primary term; and if L.euee haa not resumed 
l)(oduclion in paying quantliee al the expiration ol the primary term, L- may mw.tain lhil leae by c:oodocting additional dolling a reworldng 
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operations pursuanllo Paragraph 13, using lhe expiralion ollhe primary lerm as lhe dale ol cassation ol producllon under Paragraph 13. Should lhe firsl 
wen or any subsequenl well drilled on lhe above described land be compleled as a shut.Jn oil or gas well wilhin lhe primary term hereof. Lessee may 
resume pByment ollhe annual renlaf In lhe same manner as ptovided herein on or before the renlat paying dale following the expiration ol s ixty (SO) 
cSap from lhe dale o1 ~ion o1 such shut-in o1 or gas wei and upon lhe faiurelo make such payment, this leae shal ipeo facio lerminale. If altha 
ecpbllon o1 .,. prim3ry term a: any time !hereafter a shul-ln o1 or gas wells located on lile leased pternloea, payments may be made in accordance 
................. prowitions hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al the explrallon ol the primary lerm, neither oil nor gas Is being 
ptoduced on said land, but Lessee is then engaged In dnlling or rewor1<1ng operallons !hereon, this lease shall remain In force ao long as operalions on 
»«!well or for drilling or rewo<lcing o1 any addillonalwello are p<osecuted in good failh and In worl<manSke manner wilhout inlerrupllons totaling more 
lhan abdy (60) cSap during any one such operation, and if they reaulln lile production ol oil and/or gaa, so long thereafter as oil and! a: gaa is ptoduced 
in ~ quanliliee from said land, or pByment ol shut-in oil or gae wei royalties or canpen~atory royalliee II made as prcMded in lt!is lease. 

13. CESSATION, DRILUNG, A ND REWORKING. If, after lhe explrallon ol lhe p<imary lerm, production ol oil or gas from lhe leased 
premises, after once obtained, should cease from any cause, lhis lease shall nol lermlnale if Lessee commences addHional drilling or reworking 
operatioM wilhin sixty (SO) days after such cassation, and lhis lease shall remain In fuH force and effect for so long as such operations continue in good 
faith and In wor1Cmanlike manner wilhou1 Interruptions lotaling more lhen sbcly (SO) days. If such driUing or rewo<lclng operations resu~ in the production 
o1 o1 or gas, lhe lease shall remain in full force and effect for so long as oil or gas II ptoduced from lhe leased premises in paying quanliliee or payment 
ol a~ oil or gas well royalties or pByment ol compensatory royaMiee is made ae ptOYided herein or as ptOYided by IBW. If the drilling a: reworking 
operallons rasuk In lhe complellon ol a well as a dry hole, lhe lease will nol lermlnale if the Lessee commences addillonal drilling or reworking 
operallons wilhln sixty (60) days after the complellon oil he well as a dry hole. and I his lease a hall remain In effect ao long as Lessee conlinues driUing or 
reworking operalioM In good failh and in a workmanlice manner without Interruptions totaSng more lhan sixty (SO) days. Lessee shaH give written notice 
lo lhe General Land Office within thirty (30) days ol any ceualion ol production. 

1+. St+VT ..fH ROY A1. TIES. For purpoees ol thio paregr..,tl, ·war ~ any well that hae been aaigned a well number by tile s.-e agency 
having jurisdiction over lhe production ol oil and gas. If, at any lime after lhe expiralion ollhe primary lerm ol a lease lllat, until being shut in, was being 
malnlalned In force and effect. a wen capable ol producing olt or gas In paying quanlkles is located on lhe leased p<emises, but oil or gas is not being 
ptoduced for lack ol suHable p<oductlon facllilleo or lack ol a sukable mlt1k81, then Laesae may rwy ae a shut-in oil or gas royalty an amount equal to 
double the annual rental prOYided In tile lease, but not lees than $1.200 a year for each well capable ol productng oil or gas In paying quanliliea. If 
Paragraph 3 ollhis lease d~ nd specify a delay rental amounl, then for lhe purpoaes ollhis ~..,tl. the delay rental an'!OUnl shal be one dolar 
($1.00) per acre. To be effeciMt, MCh inilialahul-in oil or gas roy-"ty II'QI be paid on a: before: (1) lhe eopirltion olthe primary term, (2) SO days Iller 
lhe Lessee ceases lo produce oil or gas from the leased premises, or (3) so days after Lessee cornpleles a drilling or reworking operallon In accordance 
wilh the lease provisions; whichever dale is lalesl. Such payment shall be made on&-ha~ (112) lo lhe Commissioner olthe General Land Offoce and on• 
half (112) to the awne< olthe soil. If tile shut-in oil or gae royalty Is paid, the lease shaH be considered to be a ptoducing lease and the payment shall 
ex!end the term ollhe lease for a period ol one year fra:n the end olthe primary term, or from the firat day olthe month folowing the month in which 
production ceaaed, and, after lhal, II no auilable production facllliea a: aulable market for lile cil or gas exlets, Lessee may extend the leale for two 
more auccasMI periods ol one(1) year by paying the same an'lOUnl MCh yew on or before !he expiration ol MCh shut.;, year. 

15. COMPENSATORY ROYAL TIES. If, during the period l he lease Is kept in effect by paymenl ollhe shul·ln oil Of gas royally. oil or gas Is 
sold and delivered In paying quanlkies from a wen localed wkhln one thousand (1 ,000) feel ollhe leased ptemises and compleled io the same producing 
reservoir, or In arry case In which drainage is occurring, the right to continue lo maintain the lease by rwying the shut-in oil or gas royalty shall cease, but 
the Ieaia shal rernaln elfec:tiYe for lhe remainder ol the year for which the royally has been paid. The Leaaee may maintain the leale fa: four more 
suc:cessiw years by Lessee paying c:ompenaatory roy*f aot the royally rala prOYided In the leale o1 tile market value ol production fra:n the wei C8U$lng 
the drainage or which io compleled in lhe same producing ree..-.oif and wlhln one thouaand (1,000) feel oltile leeled premlaee. The compen~atory 
royahy Is l o be paid monthly, on&-ha~ (112) lo lhe Commissioner ollhe General Land Offlce and on&-half (112) lo lhe owner olthe soil, beginning on or 
before lhe lasl day ollhe monlh following lhe month In which the oil or gas is produced from lhe - a causing the drainage or thai is compleled in the 
same producing reservoir and located wilhin one thousand ( 1,000) feet olthe leaeed ptemisee. If the compen~atory royalty paid in any 12-month period 
is an amount lees lhan the annual shul-ln ol or gas royally, Lessee shall pay an amount equal lo the difference within thirty (30) days from the end ollhe 
12-month period. Compenaatory royalty payments which are nd limely paid wil accrue pendy and interest in accordance wilh Paragraph 9 olthil 
lease. None ol these ptovisiona wil relieve Leesee olthe obligation ol r-onlble cle¥eloprner~ nor the obligation to dril olfHI we11o ae prOYided in 
Texas Natural Resources Code 52.173; hawever, allhe delermlnalion ol the Commissioner, and wHh lhe Commissionefs wmlen apptoval. lhe payment 
ol compenutory royaltleo can salisfy the obligation to driH offset wells. 

18. RETAINED ACREAGE. Notwithstanding any prOYiaion olthis leale l o tile contrary, after a well producing or capable ol ptoducing oil or 
gas hal ~ completed on the leased pramiMI, l.aaM a hall exercile tile d~ ola r-onably prudent opentor In drilling auch additional wei or 
wells as may be reaeonably necesswy for the proper~~~ ollhe leesed ptemisee and In marlteling the production thereon. 

(A) VERTICAL. In lhe evenllhls lease Is in force and elfecl two (2) years after lhe expiration dale ollhe p<lmary or extended lerm II shaillhen 
lermlnate as lo all ol the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable ol producing In paying quaniHies and 320 acres 
surrounding eech gas well capable ol p<oducing In paying quantHieo (Including a shut-In oil or gas well as ptovided in Paragraph 14 hereof), or a well 
upon which Leasee is then engaged in continuous drilling or reworking operalions, or (2) the number ol aetea Included In a producing pooled un~ 
pursuanl loT- Natural R•oun:ea Code 52.151-62.154. or (3) such greater or Ieeser number olactea as may lhen be alocaled for production 
pufJIOn8 to a proration unl for MCh such ptoduclng well under the rulel and regulations ol the Rlitroed Commission ol T-. or trty atJCCeS801 
agency, or other govemmenlal author~y having jurisdicllon. if al any lime after lhe effec:IJve dale ol lhe partial lermlnallon provisions hereof. the 
applicable fl81d rules are changed Of I he wen or wells located thereon are reclasaified so that leas acreage Is thereafter aAocaled lo said wen or wells for 
ptoductlon purposes, this lease shalt thereupon terminate as to all acreage not !hereafter allocated to said well or wells for ptoduction purposes. 
Nolwilhatanding the lermination ollhis lease aa lo a portion oltile lands ~ed hereby, Leasee ahd newrtheleas continue lo have the right of ingress 
lo and egress from the lands alii subject lo this leale for all purposes described In Paragr81)h 1 hereof, together 'rill -emenls and righls-of·way for 
existing roads, existing pipelines and other existing faciliies on, CNer and acroes aH the lands deecribed In Pwagr..,tl1 hereof ("the retained lands"). for 
access to and from lhe retained lends and for lhe gathering or transpor1alion ol oil, gas and other minerals ptoduced from lhe relained lands. 
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(B) HORIZONTAL In the event this lease is in force dlld effect two (2) years after the expiration date of the primary or extended term ~ shall 
further terminate as to all depths below 100 feel below the total depth drilled (hereinafter "deeper depths") In each well located on acreage relained in 
Paragraph 16 (~) above, unless on or before two (2) years after the primary or extended term Lessee p8)'S an amount equal to one-half (112) of the 
bonoa originally paid a consideration for lhilleaae (as specified on page 1 hereof). If such amount Is paid, this lease shall be In force and effect as to 
auch deeper de¢w, and said termination shal be delayed for an additional period of two (2) yeara and so long thereafter as oil or gas is produced In 
p.ying quantitiee from such deeper deplhs ~ed by this Ieese. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shall. as nearly as practical, be in the form of a 
square w~h the well located In the center thereof. or such other ahape as may be approved by the Commlaaloner of the General Land Offoce. W~hin 
thirty (30) daya after partial termln81Jon of this lease as provided hefein, Lessee shall execute and record a release or releases containing a satisfactory 
legal deKriplion of the aaeage and/or de¢w not relafled hereundef. The recorded release, or a certified copy of aame, shaM be filed in the General 
Land Office, accompanied by the r•lng fee pr85Ctiled 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) daya Iller being requested to do so by the General Land Otfl08, 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 a1 Lessee's expense In the county or counties where the tease Ia located and In the offoclal recorda of the General Land Offoce and such 
design.tion shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neithef the bonus, delay rentals, nor royalllea paid. or to be paid. under this lease shall relieve Lessee of his obligation 
to protect the oil and ga. under the ~ land from being drained. Laasee. sublessee, r~ or other agent In control of the leased 
premises sh• drit as many well as the facts may justify and shal use awropriale ,_, and drif to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In add~lon, if o8 and/or gas should be produced In commercial quantales 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 wetla or the 
well or welll completed within 1,000 feet of the teased premises stwt producing in commercial quanOOea and shall prosecute such drilling with diligence. 
Only upon the determination of the Commissioner of the Gen8fal Land Offoce and with hit ~en approval may the payment of compensatory royally 
under applicable S1atulory parameters satisfy the obligation to drill an offael well or well required under this p•egraph . 

18. FORCE MAJEURE. If, after a good faith effort, Lessee Is prevented from complying wah 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, rebell ion, riots, 
strikes, acts of God, or any valid order, rule or regulation of goYMnment authorKy, then while so prevented, Lessee's obligation to comply with such 
COYenant shal be suspended and Lessee shaM not be liable for damages for failure to comply with such covenants; additionally. this tease shall be 
axlended wtllle Les.see it preveoted, by any such cause, from conducting driling and reworldng operations or from producing oil or g• from the leased 
premiles. Howoever, n<lthing In the paragr~ shall suspend the payment of delay rentals In order to mllinlain thillease In elfecl during the primary tenn 
In the absence of such dr8Jlng or reworldng operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tKie 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 owne< of the soil in the leased premises by paying any mortgage, 
taxes or other tiel-. on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, l86see may recover the 
coA of these payments from the rental and roy alias due the own« of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soli owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royaklea and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion which his interest beats to the entite undMded surface estate and the royattles and rental hefein provided to be paid to 
the Commiuioner of the General Land Office of the State of T exa shal be lik_.e proportionately reduced. Howe-. before Lessee adjusts the 
r~ Of rental due to the Commilaioner d the Gena-al Lind Office, LMa• Of hll llihorlzed repr~Hr1~a~lw must aubmk to the Commissioner of the 
General Land Office a >riten statement wllic:tl explains the cMc:repancy '*-' the intereet purportedly leased under thilleese and the 8Ciuallnterest 
owned by the owner of the soil. The Commissioner of the General Land Offoce shaU be paid the value of the whole production anocable to any undivided 
lntereet not covered by a lease, leas the proportionate development and production coat allocable to such undivided Interest. However. In no event shall 
the Commissioner of the General Land Offoce receive as a royaKy on the gross produclion aHocable to the undivided Interest not leased an l!lmount less 
than the value of one-tixteenth (1/ 16) of such gross production. 

(8) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the lllfld CO¥ered by thillease ill included within the boundaries 
of a pooled unh that has been approved by the School Land Board and the owner of the soil In accordance wah 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 leaae covers a lesser number cA acres than the total 
amount described herein, paymenta that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
swrendered, ew Cllllenoae ~. so that payments delermined on a per acre basis under the temw of this lease during the primary term shal be 
calculated based upon the nurrobef of acrea OIAside the boundaries of • pooled unit. or, ir after the expiration of the primary term, the number of acres 
8Ciualy relained and ~ed 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 subble few livestock or Irrigation purposes 
few waterflood operations without the prior consent of the owner of the soil. 

22. AliTHORIZED DAIIAGES. Leaaee shal pay t.he owner of the soil for dlWT!agea caused by ita operations to a1 peraonal property, 
imprCMII'Tier"'ts. livatock and crop. on said land. 

23. PIPELINE DEPTH. When requested by the owner cA the soli, Lessee shall bury Its pipeUnes 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 soli. 
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25. POLLUTION. In developing this area. les5ee shall use the highest degree d c::are and all proper safeguards to prevent pollution. Wlhout 
Um~ing the foregoing, pollution d coastal - Ianda, natural waterways, rivers and Impounded water shall be prevented by the use d containment 
facilitieS suffocient to prevent 5pillege, 5eepege or SlfOUnd -er contamination. In the_,, d polhrlion, les5ee shall use aH means al ~ disposal to 
~ a1 ..aopec1 hydrocarbons or other po1u1an1 and shal be reaponsible for a1 damage to public and privllle propertlea. l.enee shall build and 
mairUin •- arOI.Wid b allah, st.mp, and drainage pis and tat* balleriea so • to prOied iveslodl againat lou, damage or iljury; and upon 
~or ..,_doioo~e~• d atrywell or welo, ~ ehalfil and lewel alak.oloh ph and cebrs and cornplelely~ upthedrillingded al rubbiah 
tt>ereon. Lessee shalt, while conducting operation5 on the leased premises, keep said premises freed all rubbish, cans, bottles, paper cups or garbage, 
and upon completion d operations shaD restore the surface d the land to as near Its original condition and contours as is practicable. T ank5 and 
equipment wit be kept pmed and presentable. 

211. RBIIOVAL ~EQUIPMENT. Sullject to limlallons in this paragraph, Leaaee shall have the righl to remove machinery and fOilurea placed 
by l8uee on the leaaed premi8es, including t.he right to dr- and A!lli0\/8 caaing, wilhln one hundred '-lly (120) dll)'l after the expiration or the 
lamina•• dINe'-& un1ea lhe owner d lhe aoil Slf.nb ~an 8ld-ion d lhil121kby period. Howeww, l.Maee may nOI rflii'IOWe caing from 
any well capable d producing oil and gas In paying quaniHies. AddHionally, lessee may not draw and remove casing until after thirty (30) days W!Hten 
nOiice to the Commissioner d the General Land Olfoce and to the owner d the aott. The owner d the soil ahall become the owner d any machinery . 
fcctures, or caing which are not timely removed by les~ee under the terrm d this paragraph. 

77. (A) ASSIG•ENTs. Under the cond~lons contained in this paragraph and Paragraph 29 d tllie lease, the rights and estates d either 
paty to lhil leaM may be aaigned, in whole or il Plri, rod the provialona d lhta lease a hal exlend to and be bindilg upon their hen, .,..,._, legal 
r"'li_obli_, IU<lCMIOI'S and ..;g... Howeww, a change or dMsion in~ d lhe land. rentall, or royMiiee wil nOI llftWge the obligations d 
lessee, diminish the rights, privileges and estates d lessee, Impair the allec:tlveness d any payment made by l essee or Impair the effedivenesa ol any 
act perfonned by lessee. And no change or division In ownership o1 the land, rentals, or royalties shall bind Lessee lor any purpoee until thirty (30) days 
efter the owner d the aoi (or hie heirs, deWeet, legal representatives or 8!1Signs) lumllihes the lessee with ntlafactory written evidence ol the change 
il ownership, Including the ortgil81 recorded munlmenll d title (or a cer1llled copy d auch original) when the ownership changed becauee d a 
conveyance. A 10181 or partial aaignmenl d this lease shal, to the elden! oil he Interest assigned, relieve and diecharge l .. ee ol al aubaiiQI*lt 
obligatMln8 under thio '-&. If IN -.. le ..q,ed in h entirety • to only pert ol the IICI'eege, the right and option to pey rent• 111111 be ..,portioned 
as belween the several owners ratably, according to the area ol each, and failure by one or more d them to pay his share ct the rental shall nOI affect 
this lease on the part ol the land upon which pro rata rentala are timely paid or tendered; however, K the assignor or aalgnee does not Ole a certilled 
copy ct such assignment In the General land Office before the next rental paying date, the entire Ieese ahaH termlnlite lor lailufe to pay the entire rental 
due under Paragraph 3. E~ aaignee shall aucceed to all righla and be subjed to al obligallona, iabltiea, and penalties owed to the State by the 
originalleaaee 01 atry prior -tor- ol the '-&, including atry bbHiee to the State fot ~ roylllliea. 

(B) ASSIGNMENT UMITATION. Notwithalanding any provision in Paragraph 27(a), if the owner ol the seMI acquires this lease in whole or In 
part by assignment without the prior written apprOYal d the Commissioner ol the General land Olfoce, this le•e is void as ol the time ol assignment and 
the agency power d the owner may be lorfded by the Commissioner. An assignment wiD be treated as if ft were made to the owner olthe soil if the 
assignee Is: 

(1) a nominee ollhe owner dthesoil: 
(2) a corporalion or s~ in wtlich the owner d the soil ie a prirq,alstockholder or ie an employee ct such a corporation or subaidialy; 
(3) a partnership In wtlich lhe owner ct the aoif ie a partner 01 ie an employee olauch a pertnerahip; 
(4) a principal stockholder 01 employee d the corporation which is the owner ol the soil: 
(5) a partner or employee in a partnerahlp which is the owner ol the soil: 
(6) a foduclary lor the owner ol the soil; Including but not lim~ed to a guardian. trustee, executor, administrator, receiver, or conservator lor the 
owner d the soit, or 
(7) a famiy member ol the owner d the soil 01 related to the owner d the soil by maniage, blood, or adoption. 

2:1. REL£ASES. Under lhe c:ondilicliw contained in this J*&grliPt and Paragr..,tt 29, ~ may al atry time execlft and ~ to the 
owner d the soil and place ol record a release or releases coverilg any portion « portions ol the leased premises, and thereby surrender this leaae as 
to such por1lon or portions, and be refieved d all subsequent obligallona as to acseaga surrendered. II any part ollhia lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acteage beats to the acteage which was covered by this lease 
immediately prior to such surrender; h~. auch relealle wll nOI relieve lessee d any llabltiea which may have accrued under tills te.e prior to the 
surrender o1 sucn acreaoe. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. II al or any part olthis tease 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 d the recorded Instrument certified by the County Clerll ollhe 
county In which the Instrument is recorded, must be filed in the Gi!neral land Olfoce within 90 days ol the tnt execution dale accornparlied by the 
presctiled Mng fee. If rry sud! assignmerC ie nOI so filed, the rights acquired under thi& ....., shalt be subjed to forfeittn a1 the cptlon d the 
cmmr..--d the <>-w la1d 0111oe. 

30. DISCLOSURE CLAUSE. All proviaions pertaining to the lease ol the aboviHiescti>ed land have been Included In this instrument, 
including the statement ol the true consideration to be paid lor the execution ol this lease and the rights and dutlel ct the parties. Any collateral 
agreements concerning the deYelopment ol oil and gas from the leased premises which are not contained In this lease render this lease invalid. 

31. ADUCIARY DUTY. The owner ol the soil owes the State a foduclary duty and must luly d'JSCiose any facta alfeding the State's inletest In 
the leased p1'81ftiMs. When the int ... ests d the - d the sott conflic:t with those olthe State, the - ol the soil Ia obligated to put the Slate's 
interests before ,. pers01131 Interests. 

32. FORFEITURE. If lessee shall laB or refuse to make the payment ol any sum within thirty days after ~ becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling. or if l essee shal fail or refuse to drift any 
ofbel well or wells in good Ieith n required by hrw and the rules and regulations adopted by the Commissioner o1 the General land Olfoce, or W Lessee 
should fail to file reports in the manner required by 1-or faJ to comply with rulel and regulations promulgated by the General land otroce, the School 
laid Board. or the Railroad Commission, or II Leaaee shOUld retuse the proper alAhorly acceas to the records pertainilg to operations, or if Lessee or 
111 lllltlorimd IOIIlt lh<Ud knowingly f• or rlfl.ftlo glw COITICIInforln.tion lo lhe proper llllhority, at knowingly fill at rlbe to lumilh the 0..11 
l and Office a corred log ol any wen. or if lessee shan knowingly violate any ol the material provisions ct this lease, or if this lease Is assigned and the 
~ it nOI filed In the General lend Office • required by law, the rigiU acQUired under this leae theft be subject to forfeiture by the 

.... 

Original filed in 
Reeves cOunty 

Clerks Office 
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Commissioner, and he shall forfeH same when suff~eienlly infO<med of the facts which authO<ize a fooenure, and when fooened the area shall again be 
subject. to lease under the terms of the Relinquishment Act. However, nothing h8feln shall be construed as waiving the automatic IBfmi nation of this 
lease by operation of law or by reason of any special Hm~ation arising heteundet. Forf&nures may be set aside and this lease and ail rights thereunder 
reinstaled belen the righls of anolhef int~ upon salisfadOf)l evidence to the Commissioner of the General Land Office of future compliance wlh 
the proviliona of the law .net of this leMa .net the rulee .net regulations that may be adopted relaliwt hereto. 

33. UEN. In accordance wnh Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of aU unpaid royalty and other sums of money that may become due under this lease. By acceplance of 
this lease, Lessee grants !he State, in addition to the lien provided by Texas Natural ResOUfces Code 52.136 and any other applicable statutOf)llien, an 
expreaa contraclual lien on and security interest In al leased mineral& in and extracted from the leased premises, all pr~s which may accrue to 
~from the sale of such leased minerals, whether such pr~ are held by l..easee or by a third patty, and all tooures on and lmprO'MTI8flls to the 
leaed premisea used ln connection wih the production or processing of such leased minerals in order to secute !he payment of all royalliee or othef 
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 wnh or without court proceedings in 
the manner provided in the Hie 1, Chap. 9 of the Texas Business and Commetce Code. Lessee agrees that the Cornmissionet may requite Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perlect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's actMties upon the above-de&cribed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time delennine that this "'PfBSenlation Is not true, then the Commissioner may declare this lease forfeited as provided 
lfereln. 

34. POOUNG. Lessee is hereby granted the right to pool or unnlze the royalty lnt8fest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or enher of them upon the same terms as shall be approved 
by the Schoof Land Board and the Commissionet ot the General Land Offoce for !he pooling or unitizing ot the Interest ot the State undet this lease 
pursuant to Texas Natural Resources Code 52. 151-52.15-4. The owner of the soil agrees that the inclusion ot this provision in this lease satisfies the 
execution requrements 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 offteerS, employees, partners, 
agents, contractors, subcontractors, guests, lnvnees, and their respective successors and assigns, of and from all and any actions and causes of action 
ot 8V81Y naltlfe, or other harm, including environmental hatm, for which recOYery ot damages is sought, lncludlng, but not lifn~ed to, ali losses and 
expenses which are caused by the activities ot Lessee, Is officers, employees, and agents arising out ot, incidental to, or resullng from, the opefaions 
ot or for Leasee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach ot any of the terms or provisions of this 
Agr-..ent, or by arry other negigenl or stridly liable act or omission ot Leesee. Further, Leesee hereby agr- to be liable for, exonerate, indemnify, 
defend and hold hanniess the State ot Texas and the owner of the soil, their offocers, employees and agents, their successors or assigns, against any 
and all claims, liabilnies, losses, damages, actions, 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 Kabilily, including attorneys' fees and other legal expenses, including thoee related to 
environmental hazards, on the leased premise& or in any Wf1Y related to Lessee's failure to comply wittl any and al environmental laws; those arising 
from or in any W"f related to Lesaee's operations or any olhef ot Lessee's activities on the leased premises; those arising from Lessee's use d the 
surface ot the leased premises; .net thoee that may arise out ot or be ocx:aioned by Leesee'a breach ot any ot the terms or provisions ot this Agresnent 
or any other act or omission ot Lessee, ns directors, offiCers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective successors and assigns. Each assignee ot this Agreement, or an Interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless !he Stated Texas and the ownet of the soil, theit off!C81S, employees, and agents in !he same mannet provided above in connection wnh 
the activities of~. its olficeq, employees, and agents • deacriled abow. EXCEPT AS OTHERWISE EXPRESSLY LMITED HEREIN, AU. OF 
TltE INDEII..n' OBUGATlOHS ANDIOR LIAIILITlES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAll BE WITHOUT LMITS AND 
WfTHOUT REGARD TO THE CAUSE OR CAUSES THEREOF !EXCLUDING PRE<XISTING CONOmONS), STRICT LIABIUTY, OR THE 
NEGUGENCE OF A~ PARTY OR.PARTIES !INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. EHVIRONIIEHT AL HAZARDS. Lessee shall use the highest degree ot care and al reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient al' or any 
othef envirormartat medium in, on, or under, the leased premieee, by arry -te, pollutant, or corUminant. Leesee shal not bring or penni! to remain on 
the leased premises allY asbestos containing materials, explosives, toxic 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 Liabllny Act 
(CERCLA), 42 U.S.C. Sections 9601 , e1 seq.), or toxic substances under any federal, sllote, or local law or regulation ('Hazatdous Materials'), except 
ordinafy products commonly used in connection wih oil and g• exploraion and de\lelopment opefalions and stored In the usual manner and quantilies. 
LESSEE'S VIOLATION OF TltE FOREGOING PROHIIIffiON SHALL CONS·TTTUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
t..E9SEE SHALL INDEIINFY, HOLD HARMl.E.SS AND DEFEND TltE STATE OF TEXAS AND TltE OWNER OF TltE SOIL FROM AND AGAINST 
A~ CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, UABIUTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 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 A~ HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE' S OCCUPANCY OR 
CONTROL OF THE LEASED PREMIS£S. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR A~ SOIL OR GROUND WATER 
CONTAMINATlON AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF AI('( HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPUCABLE LAW. THIS INOEIINFICATION AND ASSUIIPTlON SHAll APPLY, BUT IS NOT LMITED TO, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR Attr OTHER ENIIIROMIENTAL LAW OR REGULATION. LESSEE SHAll IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF AI('( BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM AI('( 
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 AI('( REASON, OF THIS AGREEMENT. 

-n. APPLICABLE LAW. This leae is Issued under the provisions d Texas Natural Resources Code 52.171 through 52.190, COO>monly 
known • the Reinquilhmenl Ad, and other applicable statutes and amendments thereto, and if any provilion In this lease does not conform to these 
stllllltes, the IUIIule8 wil prevail CNet arry nonconforming 1ea1e provisions. 

True and Correct 
copy of 

Original filed in 
;;0eves Co nty 

CIGrl<s Office 

2b5 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before HIs filed of record in the county rec01ds and 
In the Gene<al Land Off1ce of the Stale of Texas. Once I he filing requirements found In Paragraph 39 of this lease have been satisfied. I he effective date 
olthis lease shall be the date found on Page 1. 

ll. LEASE AUNG. Pursuant to Chapter 9 olthe Texas Bolinas and Commerce Code. this lease must be filed ol record in t.he offlce of the 
County Cieri< In any county In wtlic:h all or any pall ol the leased prem._ Ia locllted, and certified copiM thereol muat be lied in the General Land 
Olfica Thle ._.. il not el'lective until a certified CDP'J olllrio .._e (wtlic:h il made lfld certified by the County Cterl! from hill records) Ia filed In the 
G.neral Land Offoce In acc01dance with Texas Natural Resources Coda 52.183. AddHionalty, this lease shall not be binding upon the State unless H 
rdee the actual and true consideration paid 01 promised f01 execution of thla lease. The bonus due the Stale and the prescribed filing fee shall 
accompany such certifted copy to the General Land Offoce. 

40. Rentala In the amount o1 S~ for years two and three olthla lease have been prepaid. One half (112) ol this amount has been paid 
to the IMaor and one half (112) has been paid to the STATE OF TEXAS. Rental for the f0U11h year In the amount ol $ 25 058 00 has not been paid 
lfld if the fcultl ~ renllll is not paid then llrio ~wit eoplre. One half (112) olthe fourth ,_- rente! wit be p8ld to the L-or lfld one-half (112) wilt 
be paid to the State o1 Texas. Rental for the fifth year is Included In the fourth year rental and if the fourth year rental Is paid, then no add~lonal rentals 
are due undG"r lh1s lease . 

•1. See " A00£DHOUM TO LEASE" for additional provlslona 

Herwy J . Hood, Senior Vtee President- Land and Legal and GeoeraiCoonsel 

Chesapeake Operating, Inc., General Partner 

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

Date:--- --- ---

STATE Of' TEXAS 
MSW Revocable Trust, MLH Revocable Trust & Waltrip Marital Trust 

By: Hill Trusts, as agent 
By: Mike Waltrip 
Date: ~- c,-. 07 

True and Correct 
copy of 

ltCll II 0 

Jes Cot.:nty 
Clerks Office 
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(CORPORATION ACKNOWLEDGMENT) 

STATE OF :ff X. A > (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF -:11! RfZA ;0 T 
BEFORE ME. the undersigned authority, on this day personally appeared Mjke Wa!!rio on behaK a! H~l Trusts as aaent for the MSW Revocable Trust 

Mlchael s Wahrio Trustee MLH Revocable Trust MaraiiiY L Hanna Trustee and Wabrio Marhl Trust Kenneth Waltrip Trustee on behan of sajd 

IDW.t. known to me 10 be the person whose name is subscribed 10 lhe foregoing lnslrumenls as and acknowledged 10 me lhat he executed lhe same for 

the pu~es and consideration therein expre&led • 

q..+ tf 
Giwn undet my hand and 1881 a! olfice thllllhe --- day a! 

True and Correct 
copy of 

f)riginal filed In 
Reeves County 
c ... uks.: Offiog 

267 
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ADDENDUM TO LEASE 

Atuehed to a ad malk a part of tit at eertaiu Oil aud Gas Lease dated Jau1tary 22, 2007 by 1111d betweeu the STATE OF 
T EXAS, actiltg by a ltd tkroctgll its ageat, HIU Trusts, ageat for tile MSW Revouble Trust, MiciiKI S. Waltrip, Trustee, MLH 
Revocable T rwst, Ma~ L Haua, T ...,.ee a ltd Waltrip Marital Trwt, KeaHtll Waltrip, Tnstee, Owaer or tJae Soil, .. ct 
a.e.pea~~£ E..,._tiee u.Hed ParDenllip, Leswe.. 

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

1. 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 surfuce 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 
tben:with. However, l...essee 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. Les&ee may not drill a new well 
within 500 feet of an existing water well located on the leased pr-emises without Lessor's prior written oooseot. In the event 
lessee drills a water well on the Leased Premises and completes its use of same. upoo termination of Lessees use of sa.id 
water well, Lessee will give Lessor a thirty (30) day written notice as to l...essee' 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 lS' without any warranty and Lessor's agreement to assume aU 
rights, responsibilities and liabilities, if any, for the opcntioo and maintenance of said water well, including but not limited to 
plugging of the well in accordance with any regulations of applicable govcmmmlal 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 loog as this lease is in force and effect. 

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

property at the c:xpiratioo of this lease. 
6. les5ee will bwy and maintain aU pipel.ines and electrical transmission lines 18 indies deep below the swface of the growd. 
7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose ofwhicb 

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 as.signs, shall not erect any building or houses on the leased premises and that only those structures 

wbich are reasonably ncccssary for productioo f.acil.ities or tank batteries shall be erected oo the surface of the leased 
premises. 

9. les5ee 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 portioos 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 aops. 

II . Upon written demand by Owner of the Soil, Lessee shall build and maintain fenees around its slush, sump, and drainage pits 
and 1ft batteries to protect livestock againsllos&, damage or inj-.y, and upon completion or abandooment of aoy 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. ln 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 conditioo at the cost and expcose of Lessee, it being the intentioo of the parties hereto that 
Lessee shall restore the surface to as nearly the state that it is in at the time of executioo of this lease. 

13. If all or .-.y port of this lease is assigned, re.leased, pooled or unitiud, l...essee agrees to furnish the Owner of the Soil with a 
oopy of any such docwnent. 

14. This lease grants no hunting or fi shing 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. 

IS. 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 .-ca where such structure, equipment and property are placed. Afler thirty (30) days written notice to l...essee 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 
Conservatioo Commissioo or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut ofT the 
casing at least thirty six (36) indies below tbe swface. 

True and Corre :t 
copy of 

~ . .~_, .. . 
~ 00 

hP ~ves County 
l..1arka Offlo 
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16. After the expiration of the primary term, and not withstanding pam graphs 16 (A) and 16 (B) above and any other provision 
· in' tliis lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 

the teased premises with no more than one hundred and eighty ( 180) days between the release of the drilling rig on one well 
and the oommcncement of actual drilling operations on a su~u.:-tt well (hereinafter refened to as " cootinuous drilling"). 
Upon the oessatioo of coolinuous drilling this lease shall tmninate in accordance with the other relevant provisions herein. 
I~ however, Lessee has filed with the Texas R.ailroed Commission, oo 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 

-:-- ~ 

F~ 1110. 2557 :. 

Record & '<crurn to: 
Cllcsapc<~kt.: Opcrating, Inc . 
P.O. Gox 1~496 
Oklahoma City, OK 73154 

lfff I'IOISIIII HBIOIWIICH RDT1!Im M Sotll.£, 110M. 
011 Ul( If JH[ DESCiiiB[I) RfAl PIIOP£Im 8{('.AIJS[ • CGt.OI •aa I MlUl Nll..aRCEABU 1*10 f(JifMl 
l..W 

FILKD FO& UCOID ~ 'I'D I 5TH DAY 01' JUNE A.D. 2007 9:57 A. K. 

~rr .lp.&n DAY Of JUNE A.D. 2007 9 : 00 A. K. 

f \l J\V"'v \ ' U u ! t I' V .,DUIJTY DIABIIE 0. PLOIEZ. COUinT CLEH 
REEVES comrrr. -nap; ·~-
~:.! ,t .J . 

!2 {)9 
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True and Correct 
copy of 

Original filed In 
Reeves County 

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

The above and foregoing IS a full, lrue and correcl pholographic copy of the 
original record now in my lawful cuslody and possession, as the ~rue j s 
filed/re~dea. in the publis;. ~rds of my office, found in VOL. _/_o_o~ 
PAGE~ THRU LO'J . OFFICIAL PUBLIC 

RECORDS ~ lherebycertifiedon JULY 19. 20QL 

.E.;~if~ g\' DIANNE 0. FLOREZ, COUNTY CLERK 
; ~~ ' :..}BJVESC~OUNTY,:r ,. 
~1' "' {t; 
V< co 9' ~UTY ~'o,.-.--,_.;t9' 
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RELEASE FILED 

~ustin, mexas 
LOi 30508 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 2Z"' day ol Janu;wy , 2007, between the Stale ol Texas, acting 

by and through ~s agent, H-S Minerals and Really, Lid, By: RC Starr, LLC, General Partner, By: Cydney H Shepard, President and Agent for the Stale ol 

Texas ol po Box 27284 Austin TX 78755-2284 

said agent herein referred to as the owner !lithe soil (wt.elhd OOf' ex more), and . CHESAPEAKE EXPLORATION UMITED PARTNERSHIP, an 
Oldahoma limled partnership, ol P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called lessee 

1. GRANTING CLAUSE. For and In consideration !lithe amounts slated below and ollhe covenants and agreements to be paid, kepi and 
performed by lessee under this lease, the Stale ol Texas acting by and through the owner ol the soil, hereby grants, leases and lets unto lessee, for 
the sole and only purpose ol pr06pecting and drilling for and IJ(oducing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save, take care Ill, treat and transport said products !lithe !use, the following lands 
duated in Reeves County, Stale ol Texas, to-wit: 

Block 45, Pubflc School land Survey, A-3655 
Section 2: All. General land OffiCe Fila No. 119585 

Contalning, ___ _.&4a>~O _ __ acres, more or lass. The bonus consideration paid for this lease is as follows: 

To the State Ill Texas Eight Hundred Fifty F1ye and 6WOO 

Dollars($~ 

To the owner !lithe soil: Eight Hundred Fifty EJye and 67/100 

Dollars($~ 

Total bonus consideration: One Thousand Seyen Hundred Eleyeo and 34/100 

Dollars ($ 1 711 34 I 

The total bonus consideration paid represents a bonus o1 Three Hundred Two Dollars ($302.00) per acre, on 5 66§667 net acres. 

2. TERM. Subject to the other IJ(ovisions In this lease, this lease shall be for a term ol FIVE f 5 I years from 
this date (herein called ' prim;wy term") and as long thereafter as oil and gas, or either ol them, is IJ(oduced in paYing quant~ies from said land. As used 
in this lease, the term 'IJ(oduced in paying quant~ies· means thai the receipts from the sale or other authorized commercial use o1 the substance(s) 
covered exceed out ol pocket operational expenses for the six months last past. 

• • • . 
• • • • • • • • • • • • • • • • • • •• • • • • • • • • ••• • •• • 
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3. DELAY RENTALS. If no wea Is commenced on the leased premises 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 t:A the soil or to his credh In the IHIS IS A PAID UP LEASE · SEE 
PABAGBAPH40 Bankat ________________________________________________________ __ 

Or ils successors (which shal continue as the depodory regardless t:A changea in the ownership ol sad land}. the amount specified below; in addition, 

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

or belore said dale. Payments under this paragraph shaD operate as a rental and shall co- the privilege ol deferring the commen<:ement ol a weU for 

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

To the owner t:A the soii. __________________ -;--------------------------------------
(Oollan $ 

To the State ol Texas._: -------------------' 

(Ooliara $·------------' 
TOCal Delay Rentai:-:----------..,.----- ---------------

(Oolln $-----:---::-..,.,.----1 
In a like manner and upon like payments aMuaDy, the commencement ol a wen may be further deferred for successive periods t:A one (1) year each 
during the primary term. AU payments or tenders t:A rental to the owner t:A the soil may be made by check or sight draft t:A lessee. or any assignee ol thiS 
lease, and may be deivefed on or belore the rental pay date. If the bank dealgnated In this paregraph (or lt.s successor bank) should cease to exist, 
suspend business, liquidate, fail or be succeeded by anolher bank. or for any reason fail to refuse to accept rental, Lessee shal nol be held in defaul for 
failure to make such payments or tenders t:A rentals unti thirty (30) days alter the owner t:A the soil shaD deliwr to l essee a proper recordable instrument 
naming another bank as agent l o receive such payments or lenders. 

4 . PRODUCTION ROYALTIES. Upon production t:A 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 ol the General Land Offlce ol the State ol Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of the 
soil: 

(A) OIL Royalty payable on oil, which is del"ined as Including au hydrcr..arbons produced in a foquid form at the mouth ol the weU 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% patt t:A the gross production or the market value thereof, at the option olthe owner t:A the soil or the Commissioner ol the General 
Land OffiCe, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condenaale, distilate, or other liquid 
hydrocarbons, reapectlvely, ol alike type and gravity in the o-al area where produced and when run, or 2) the hlgheat 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 Ia the greater. Lea see agrees that bel ore 
any gae produced from the leased premise. is sold, used or proceased In a plant, l wil be run free ol coat to the royalty owne<W through an adequate oil 
and gae separator t:A con~~entlona! type, or other equipment at least as efficlent, so that aB liquid hydrocarbons reco~~erab!e from the gas by such means 
win be recovered. The requirement that such gas be run through a separator or OCher equipment m ay be waived, In writing, by the roya~y owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Roydy on any gaa (including ftared gaa). which is del""ned as all hydrocarbooa and gaaeous subetances nol 
defined es oil in subparagraph (A) above, produced from any well on said land (eJCCept aa provided herein with reaped to gas proceased in a plant for 
the extraction ol gasoline, liquid hydrocarbooa or olher products) shall be 22 5% part ol the gross production or the markel value thereof, at the 
option t:A the owner t:A the sol! or the Commissioner t:A the General Land Offlce, such value to be based on the highest mallie! price paid or offered for 
gas ol comparable qualky 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 noc a1 any time exceed 14.65 pounds per square Inch absotute. 
and the standard base temperature shal be sbcly (60) degreea Fahrenhel, correclion to be made for preuure according to Boyle's Law, and for specifoc 
gravty according to le5ts made by the Balance Method or by the mo. I approved method ol ta.ting 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 22 5% patt of the residue gas and the liquid hydrocarbons extracted or the market value thweof, at the option t:A the owner 
of the soil or the Commissioner olthe General land OffiCe. All royallea due herein shal be based on one hundred percent (100%) of the toea! plant 
production ol reaidue gaa attrbutable to gaa produced from this lease, and on fifty percent (50%), or that percent accruing to Leasee. whichever is the 
greater, ol the tolal plant production ol liquid hydroca1>ons atlrl)utable to the gaa produced from this leale; provided thai if liquid hydrocarbons are 
r~ed from gae proceased In a plant in which l.e6see (or its parent, aubaldlary 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 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 roydles on residue gas and on liquid hydrocarbooa ahaa be determined by 1) the highest market 
price paid or offered for any gaa (or liquid hydrocarbons) of comparable qualily In the general area, or 2) the grog price paid or offered for such residue 
gaa (or the weighted 8\lerage gross aelling price for the IWP8diYe grades olllquld hydrocarbonl). which- II the greater. In no event, howeYef. shall 
the royalties payable under this paragraph be le$s than the royaltie6 which would haw been due had the gas noc 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, burning or any other processing shaD be zz..a 

--~~~--,~~----~--~--~~--~~--~~------~~~--~~~~--~--~----Part ol 
the gross production ol such products, or the market value thereof, 81 the option ol the owner of the soil or the Commissioner of the General Land Office, 
such markel value to be delennlrled • follows: 1) on the baais of the higheat malllet price ol each product for the same month In which such product is 
produced, or 2) on the baais ol the average gross sale price ol each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expllation of the primary term ol this lease, W this lea.se is maintained by production, the 
royallea paid under this leale in no event ahal! be leu than an amount equal to the total annual delay rental herein provided; otherwise, there shal be 
due and payable on or belore the laat day of the month succeeding the anniversary date t:A this leale a sum equal to the total annual rental leN the 
amount ol royalties paid during the preceding year. If Paragraph 3 ol this lease does noc specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dotlar ($1.00) per acre 
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IS. ROYAlTY IN KIND. Nolwithslanding any other provision in this lease, at any time or from lime to time, the OINner d the soil or the 
Commi .. iane< d the General land Office may, at the option d e~her, upon not less than sixty (60) days notice to the holder d the lease, require that the 
payment d a11y royalies accruing to such royalty OINner under this lease be made In kind. The OINner d the soil's or the Commissioner d the Genetal 
Und Office's rlgN to take b rt7(Wty In ~mel shal not diminish or negate the owner d tl:e soirs or the Commissioner d the General land Oll'ce's rights 
or Lessee's otlligalions, wllelher alql(e$5 or Implied, Ullder this lease. 

7. NO DEDUCTIONS. lessee agrees that all royaKies accruing under this lease (including those paid in kind) shall be wHhoul deduction for 
the cost d p<oducing, gathering, storing, saparating, treating, dehydrating, compressing, processing, transporting, and otherwise making the on, gas and 
other products hereunder reedy for sale or use. Lessee agrees to compute and pay royaltles on the gross value recellled, Including any reimbursements 
tor severance tua and p<oduc:tion related costs. 

1. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas aa may represent this lease's proportionale a hare d any fuel 
used to p<ocess gas produced hereunder In any p<ocesslng plant. Nolwithstanding any other p<ovision olthis lease, and subject to the wrftten consent ol 
the owner o1 the soil and the Commissioner d the General land Offce, Lessee may recycle gas for gas 1ifl purpoeea on the leased premises or for 
lnjectoon Into any oit or gas p<oduclng fonmatlon undertylng the leased premises lifter the liquid hydrocarbons contained In the gas have been removed; 
no royalies shal be payable on the recycled gas untJ k Is p<oduced and sold or used by leasee In a manner wlllch entilea the royaly owners to a 
royally under this lease. 

Sl. ROYALTY PAYMENTS AND REPORTS. All royaftles not taken In k ind shall be paid to the Commissioner ol the General land OffiCe at 
Austin, Texas, in the following manner. 

Payment o1 royalty on production o1 oil and gaa shal be aa p<ovlded In the rules set forth In the Texas Register. Rules currently p<ovlde that royalty on oil 
is due and must be received In the General land Oll'ce on or before the 5th day ol the second month succeeding the month ol p<oduc:tion, and royalty 
on gas Is due and must be receilled In the General land Offoce on or before the 15th day d the second month s~ing the month ol production, 
accompanied by the affidavit ol the OINn&r, menager or other euthorized agent, completed In the form and manner p<eacrbed by the General land Offoce 
and shOINing the gross amount and dlsposKion d all oil and gas produced and the market valued the oij and g11, together with a copy dell documents, 
records or reports confirming the gross production, dlsposftlon and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memorande d amount produced and put Into pipelines, tanks, or pools and gaa linea or gas atorage, lllld any other l8pOfts or records 
which the General Land Office may require to -'fy the gross p<oduc:tlon, dlspoalllon lllld merkel value. In all caaea the authorty ol a manager or agent 
to act for the U..ee herein mUll be flied In the General land Offoce. EAICh royalty payment shall be accompanied by a check stub, schedule, sunvnary 
or other rernit1ance advice showing by the assigned General land Offce lease number the amount ol royelty being paid on each lease. If lessee pays 
his roya~y on or before thirty (30) days efter the royalty peyment was due, then lessee owes e pendy d 5% on the royalty or $25.00, whichever Is 
gre;~ter. A royalty payment wlllch Is over thirty (30) days late shal accrue a penalty ol10% d the royalty due or $25.00 wlllchever Is greater. In addition 
to e penaly, royalties shal accrue Interest at • rate ol 12% per year, such lntereat oMI begin to .::aue when the royalty Is sixty (60) days owrdue. 
Affodavlts and supporting documenta which are not filed when due shalt Incur a penaly In an amount set by the General land Office administrative nule 
which Is etfectlve on the date when the affidavits or supporting documents were due. The leaaee shall bear all responsi>Uity for paying or causing 
royaKies to be paid as prescribed by the due date provided herein. Payment d the delinquency penalty shall In no way operate to prohib" the Stale's 
right d forfeiture • p<ovided by 1- nor ICt to postpone the dele on which royaiUet were orlglnaUy due. The above penalty provlslone t han not apply In 
cases ol !Kie dispute as to the State's portion olthe royalty or to that portion ollhe royalty In dispute as to fair merkel velue 

10. (A) RESERVES, CONTRACTS A ND OTHER RECORDS. lessee shall annullly furnish the Commissioner ol the General land Offce 
with b beet posable estimate ol ol 8nd o• reai!MII underlying this lease or Illocable to this lease lllld shall tum ish said Commissioner with coplee d 
all contracts under which gaa is aold or p<ocessed and all aub&equent agreements and amendments to such c:ontrada within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts end agreements when received by the General land Oll'ce shaH be 
held In conftdanca by the General Land Office unlest otherwise authorized by Lessee. All other conlrects end records pertaining to the production, 
transpo<tatlon, sale and matketlng d the oil and gas produced on said premises, Including the booka and eccounts, receipts end discharges d all wells, 
tanks, pools, meters, and plpeNnea shall at al timea be subject to Inspection and examination by the Commissioner d the General land Oll'ce, the 
Allomey General, the Governor, or the representalive d any ol thorn. 

(B) PERMITS, DRILLING RECORDS. Written notice ol eU operetions on this lease shall be submftted to the Commissioner d the General 
Lend Offoce by Lessee or operator fJVe (5) days before spud dale, workover, re-entry, temporary abandonment or plug end abandonment ol any welt or 
wells. Such wriHen notice to the General land Offoce shan include copies ol Reilroad Commission forms for epplication to drill. Copies o1 wei tests, 
~letion reports end plugging reports shal be supplied to the General Land Office II the time they are flied with the Texas Railroad Commission. AI 
applications, permb , reports ex other filinge that reterence this lease or any speciftc well on the leased pramlsea and that we sLtlmltled to the TOXM 
Railroad Commission or any other governmental agency shall include the word "Slate" In the (j.le. Additionally, In accordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpoee d Identifying wells, tank batteries or other assocleled Improvements to the land must alao 
Include the word ' State." Leuee shell supply the Generel Lend Olllce with eny records, memorande, accounts, reports, cuttings and corea, or other 
lnfonmation relative to the operation d the above-described premises, which may be requested by the General llllld Office, In add~ion to those herein 
~ly provided for. leaaee shal have an eledtlcal and/or redloactMty sur;ey mede on the ~ole section, from the bee olthe surf- caalng to 
the total depth ol well, ol all wells drilled on the above deacrtled p<emlsea 8nd shal tranaml a true copy ol the log ol each survey on each well to the 
General land Office wihin fifteen (15) days after the making d said survey. 

(C) PENAL TIES. lessee shaA incur a penalty wllenever reports, documents or other m aterials 111e not flied in the General lend Offoce when 
due. The penalty for late filing shall be set by the General land Offce administrative rule wlllch Is etfective on the date wllen the materials were due In 
the Generel Land Offoce. 

11. DRY HOL.EJCESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term herod and prtor to d~ end 
p<odudion ol ol or gas on said lind, Lessee should drill a dry hole or holes thereon, ex ir during the primary term herod and lifter the discovery lllld 
adual production d oil or gaa from the leased premises such production lhereol should cease from any cauae, this lease shall not terminate il on or 
before the expiration ol sixty (60) days from date ol completion ol said dry hole or cessation ol p<oduction lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual daley rental In the ume menner as provided In this lease. If, during the last year d the 
primary term or within sixty (60) days prior thereto, a dry hole be completed <1nd abandoned, or the production d oil or gas should cease for any cause, 
Lessee's rigiD shal remain In full force and elfed without further operations until the expiration d the primary term; 8nd illeesee ha not resumed 
production in paying quant~les al the 8lqllration d the primary term, lessee may maintain this lease by conducting additional driling or rewor1cing 
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operations pursuant to Paragraph 13, using the expiration d the ptimary term as the dated cessation d ptoducllon under Peregraph 13. Should the first 
wei or any subsequent welt driQed on the above descriled tend be eotnpleted as a shut~n oil or gas wen within the primery term hereof, U.see may 
resume payment d the annual rental in the same manner as provided herein on or belore the rental paying date foQowing the expiration d S&JC!y (60) 
days from the date d eotnptellon d such shut-In oil or gas well and upon the failure to make such payment, this lease shal Ipso facto temrinate. If at the 
expiration d the ptlmery term 01 any time thereafter a shut-In oil or gas well ts ICCO:ed on the leased ptemiaee, payments may be made in accordance 
with the shut-in ptovillona hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration d the primary term, neither oil n01 ges • being 
produced on said land, but Lessee is then engaged In drilling or rewOOIIng operations thereon, this lease shall remain in f01ce so long as operations on 
said wen 01 for drilling 01 reworl<ing d any addft lonal wells are prosecuted In good fafth and In worl<manlike manner wfthout interruptions totaling more 
than sbcly (60) days during any one such operation, and if they reeul in the ptoduction d oil and/01 gas, so tong thereafter as oil and/01 gas Ia ptoduced 
in paying quantities from said land, or payment d shut-ln oil or gas well royalties or eotnpensatory royalties is made as ptovided In this leasa. 

13. CESSATION, DRILLING, AND REWORKING. If, after the explrabon d the primary term, ptoduction d od or gas from the leased 
premises. after once obtained, should cease from any cause, this lease shan not terminate lf Lessee commences additional drilling 01 reworking 
operations within six!y (60) days after such cessation, and this lease shall remain In full force and effect f01 so long as such operations continue in good 
faith and in WOflcmanike manner ~out lnterruptlons tOOiling more than sbcly (60) days. If such drilling 01 reworl<lng operations result in the ptodudion 
d oil or gas, the lease shall remain in full fOtce and effect f01 so long as oil or gas Is ptoduced from the leased ptemises in paying quantiiea 01 payment 
d shut-in oil or gas wei royalties or payment d eotnpensatory royalties is made as ptovided herein or as ptovided by •- · If the ~ 01 rewor1Ung 
operations resul In the completion d a well as a dry hole, the lease wi8 not terminate if the Lessee commences add&tlonal dri16ng 01 rework&ng 
operations within sixty (60) days after the completion d the well as a dry hole, and this lease shall remain In effect so long as Lessee continues driling or 
reworking operations In good fafth and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give wr111en notice 
to the General Land OffiCe within thirty (30) days d any cessation d ptodudion. 

14. SHllT -4N R OYALTIES. For purpo1e1 d this paragraph, 'Well" means any wei that ha5 ~ assigned a wei number by the stale agency 
having jurisdiction over the production d oil and gas. If, at any time after the expiration d the primary term d a lease that, until being shut In, was being 
maintained in force and effect, a well capable d producing on or gas in paying quantities is located on the leased ptemises, but on or gas Is not being 
produced for lack d suhable production facll~les or lack d a surtable marl<et, 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 lela than $1,200 1 y- for each well capable d producing oil or gas In paying quantliea. If 
Paragraph 3 d this lease doea not specify a delay rental amount, then for the purposes d this paragraph, the delay rental amount shal be one dolar 
($1.00) per acre. To be etfedive, each inlialshut-ln oil or gas royalty must be paid on 01 betore: (1) the expiration d the primary tenn, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drinlng or reworking operation In ac:cordance 
with the lease provisions; whichever date Is latest Such payment shan be made one-ha~ (112) to the Commissioner d the General Land Ofl'&<:e and one­
half (112) to the owner d the soil. If the shut-In oil or gas roya•y Is paid, the lease shall be considered to be a ptoducing lease and the payment shall 
extend the term d the lease f01 a period d one year frOtn the end d the primary term, 01 from the mt day d the month following the month in which 
ptodudion ceased, and, after that, if no suHable ptodudlon facilliea 01 suitable marl<el for the oil or gas exists. Leesee may ell!end the lease f01 two 
more succe.sive periods done (1) year by paying the same amount each year on or betore the expiration d each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept In effect by payment d the shut-in oil or gas royalty, oil or gas Is 
sold and deHvered In paying quantities from a wei located wkhln one thousand ( 1,000) feet d the leased ptemlses 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 lhal remain effective f01 the remalnd« d the year for which the royalty has ~ pald. The Leesee may maintain the lease f01 lour more 
aucceuive years by Leesee paying compen .. tory royalty at the royalty rate provided In the lease d the marl<el value d ptoduction frOtn the well causing 
the drainage or which Is eotnpleted In the same ptodudng reaervolr and wlhln one thousand (1 ,000) feet d the leased prernisea. The compensatory 
royalty Is to be paid monthly, one-haK (112) to the Commissioner d the General Land Olf&ee and one-hd (112) to the owner d the soil, beginning on 01 
before the last day d the month folowing the month In which the oil 01 gas is ptoduced from the weD causing the drainage or that is completed In the 
same ptoducing reservoir and localed within one thousand ( 1,000) feel d the toa.ed ptemlses. If the eotnpensatory royalty paid In any 12-month period 
Is an amount tess than the annual shut-ln oil or gas roy&Jty, Lessee shall pay an amount equal to the difference ~in thirty (30) days frOtn the end d the 
12-month period. Compensatory royalty payments which are not timely paid wil accrue penaly and interest In acc:ordance with Paragraph g d this 
lease. None d these ptovillons wiD relieve Lessee d the obligation d reaaonable development nor the obligation to driU offset welts as ptovided in 
Texas Natural Resources Code 52.173; however, at the determination d the Commissioner, and with the Commissione(s wrkten approval, the payment 
d compensatory royalties can salisfy the obligation to dnU olfsel wells. 

16. RETAINED ACREAGE. Notwithstanding II'IY ptovillon d this lease to the contrery, after a well ptoducing or capable d ptoducing oil or 
gaa has ~ completed on the leased ptemlaee, La.see shall aXMclse the diigence d a reasonably prudent operator In driiWng such additional well or 
wella as may be reasonably necessary for the ptoper d81181opment d the leased pternisee and In marketing the ptoductlon thereon. 

(A) VERTICAL In the event this lease Is In fOtce and effect two (2) years after the expiration date d the primery 01 extended term h shall then 
tenninate as to all d the leased ptemlses, EXCEPT ( 1) ~0 acres surrounding each oil well capable d ptoducing in paying quantities and 320 acres 
surrounding each gas well capable d ptodudng In paying quantities (including a shut-In oil or gas weU as ptovided in Paragraph 14 hereof), or a well 
upon which La.see Ia then engaged In continuous driiWng 01 reworldng operations, 01 (2) the number d acre. Included In a ptoducing pooled unk 
pursuant to Texas Natural Reeourca. Code 52.151-62.154, or (3) such greater 01 lesser number d acree as may then be allocated f01 ptoductlon 
purpoaee to a ptoralion unl f01 each such ptodudng well under the rules and regulations d the Railroad Commission d Texas, or any SUCCC15$01 
agency, 01 other governmental authorly having Jurisdiction. If at any Ume after the effective date d the partial termination provisions hereof, the 
applicable fteld rules are changed or the wei or weBs located thereon ere reclassified so that less acreage is thereafter al ocated to said weft or wells for 
ptodudion purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said weU 01 wells for production purposes. 
NOiwithstanding the termination d this lease • to a portion d the lands covered hereby, Leesee shal nevertheless continue to have the right d Ingress 
to and egreu from the Ianda stil subject to this lease for all purposes described In Paragraph 1 hereof, together wkh easements and rights-of-way f01 

existlng roads, existing pipeline& and other existing facilitiM on, aver and across all the lands deeaibed In Paragraph 1 hereof \the retained lands1. 101 
access to and from the retained lands and f01 the gathering or transportation d ol~ gas and other minerals ptoduced 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 elq)iratlon date of the primary or exlended tenn ~shall 
further termilate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths1 1n each well located on acteage retained In 
P.-agraph 16 (A) above, unless on or before two (2) years after the primary or exlended term Lessee pays an amount equal to one-half (112) of the 
bonul origilaly paid a conalderalion for this lease (ae specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such '*"'""' depths, and aald termination shal be delayed for an additional period of two (2) yen and so long thereafter as oil or gas Is produced In 
paying quanlitiea from such '*"'""'depths covered by this lease. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder ae to each well shal, as near1y as practlcll, 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 Generel Lend Offoce. Wrthin 
thirty (30) days after partial termination of this lease as provided herein, Lessee shan execute and record a release or releases containing a satisfac:IO<y 
legal desaiption of the acreage and/or depths not retained hereunder. The recorded release. or a certified c:opy of aame, shal be tiled In the General 
Land Oflioe, ac:companied by the filing fee presc:med by the General Land Offooe rules In effect on the date the release Is filed. If Lessee fails or refuses 
to execute and record such release or releaaM within ninety (90) days after being requested to do so by the General Land Offooe, 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 i n the county or counties where the lease is located and In lhe offiCial records of the General Land Ofl'oce and such 
designation shall be binding upon Lessee for all purposes. 

11. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall retieWJ Lessee of his obligation 
to protect the oil and gas under the abo'o'&-described land from being drained. Lessee, sublesaee, receiwf or other agent In control of the leased 
premises shall dril as many well a the fads may justify and shall use appropriate means and drill to a dejlth nec:essa.y to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced In c:ommerc:lal quantities within 1,000 feel of the leased premises, 
or In any case where the leased premises Is being dreln~ by produc:tion 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 weU or wells upon the leased premises within 100 days after lhe draining well or wells or the 
well or wells c:ompleled within 1 ,000 feet of the leased premises start produdng In c:ommerc:lal quantities and shall pro&ecute such drWing with dligence. 
Only upon the determination of the Commissioner of the General Land Ofllce and with hil written epproval may the payment of c:ompenuiO<y royalty 
under applic:able atatutO<y parameters salisfy the obligation to drill an afful well or wells required under thil paragraph, 

18. FORCE MAJEURE. If, after • good faith effort, Lessee Is prevented from complying with any express a implied covenant of this lease, 
from conduc:ting driling operations on the leased premises, or from produc:lng oil or gas from the leased premises by reason of war, rebelion, riots, 
strikes, acts of God, or any valid order, rule or regulation of gOWJrrvnenl authority, then while so prevented, Lessee's obligalion lo comply with such 
CXNenant shal be suspended and Lessee shal not be lable for damages for falure to comply with such COWlllants; additionally, this teae shall be 
exlended whie Lessee il prevented, by any such ~e. from conducting drilling and reworldng operations or from produc:lng oil or ga from the leased 
premisea. H~ver, nothing In this paragraph shall suspend the payment of delay rerrtals In order lo maintain thillease In effect during I he prima.y term 
In the absence of such drilling or reworking operations or produc:tlon of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to detend title to the leased premises. If the owner of the soli defaults 
In payments ~ 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 behal of the owner of the soil under II* paragraph, Lessee may recover the 
coat of these p<~ymenls from the rental and roy allies due the owne< of the soil 

20. (A) PROPORTIONATE REDLICTIOH CLAUSE. If the owner of the soil owns less than lhe entlre undivided surfec:e estate in the above 
described land, whether or not Lessee's Interest Is specified herein, then the royaKies and rental herein provided to be paid l o lhe owner ci l he s011 shall 
be paid to him In the proportion which his Interest bears to the entire undivided surface estate and the royaKies and rental herein provided to be paid to 
the Commissioner of the General Land OffiCe of the St ate of Texas shal be ~kewllle proportionately reduced. H~-. belae Lessee adjusts the 
roydy or rental due lo the Cornmilaloner of the G-al Land Oflice, Leasee or hil authcrized represerrtallve must submit to the Commissioner of the 
General Land Oflioe a wrillen WUmenl which explaQ the dilc:repancy ~ the interest purportedly leased under II* 1ea1e and the actual lntereat 
owned by the owner of the soil. The Commissioner of the General Land Offa shal be paid the value of the whole produc:tion aloc:able to any undivided 
Interest not c:oo.oered by a lease, less the proportionate deWJiopment and produc:tion coat al oc:able to such undivided lnteresL However, In no event shall 
the Commissioner of the General Land Offoce rec:elve as a royalty on the groas produc:tlon alloc:able l o the undivided Interest not leased an amount less 
than the value of Olle4bdeeoth (1/16) of such groas produc:tion. 

(B) REDUCTION OF PAYIIEHTS. If, during the primary term, a portion of the land ~ed by this lease Is inc:luded within the boundaries 
of a pooled un~ that has been approved by the School Land Board and the owner of the soU In ac:c:ordanc:e with Natural Resou~es Code Sections 
52.151-52.154, or if, 81 any lime efler the elq)irallon of the primary term or lhe exlended term, this lease cOWJrs a lesser number of actes than the total 
amount delc;rt)ed herein, payments that are made on a per acre basis hereunder shall be reduced ac:cordlng to the number of acres pooled, released, 
surrendenld, or CllherWe s~. so that payments determiled on a per ac:re basil under the terms of II* teae during the primary tenn shal be 
c:alctUied based upon the number of ac:rea outside the boundaries of a pooled unl, or, lf after the explnllion of the primary term, the number of ac:res 
actualy retained and eo~«ed 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 welts or tanks of the owner ci the soil; provided, however, Lessee shall not use potable water or water su~able for rovestoc:k or Irrigation purposes 
for waterflood operations w~houl lhe prior consent of the owner of the soil. 

22.. AUTHORIZED DAMAGES. Lessee shal pay the owner of the soil for damages caused by ita operlllions to a1 personal property, 
lmpr~. ~toc:J< and crops on said land. 

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

2.4. 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 wrillen consent ci I he owner of the soli. 
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25. POLLliTION. In developing this area, lessee shall use the highest degree d care and all proper safeguards to prevent pollution. Wlhout 
limhing the foregoing, pollut ion d coastal wetlands, natural waterways, rlvens and Impounded water shall be prevented by the use d containment 
lacilhles suffiCient to prevent spillage, seepage or ground water contamination. In the event ol pollution, Lessee shall use all means at as disposal to 
recapture aH escaped hydrocat>ons oc other pollutant and shaM be responsible loc all damage to public and privale properties. Lessee shall build and 
maintain lencea around its aluah, sump, and drainage pita and tank baueries so aa to protect livestod< against loss, damage or Injury; and upon 
completion or abandonment d any well or wells , lessee shaU fill and level all slush pits and cellans and complet.ely clean up the driiUng she d all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises freed all rubbish, cans, bottles, paper cups or garbage, 
and upon completion d operations shall restore the surface d the land to as near its original condition and contouns as is practicable. Tanks and 
equipment will be kepi painted and presentable. 

2tl. REMOVAL OF EQUIPMENT. Subject to i mitations In this p•agraph, Lessee shall have the right to remove machinery and lildures placed 
by Lessee on the leased premisee, Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination d this lease unless the owner d the soU grants lessee an extension d this 12!klay period. However, lessee may not rern011e casing from 
any well capable ol producing oil and gas in paying quanthies. Addhionally, lessee may not draw and remove casing until after thirty (30) days wntten 
notice to the Commissioner of the General Land OffiCe and to the owner d the soli. The owner of the soli shall become the owner of any machinery, 
foxtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

XT. (A) ASSIG,...ENTS. Under the cond~ioos cootained In this paragraph and Paragraph 29 d this lease, the rights and estales d either 
p~ to this lease may be assigned, In whole or in part, IWld the provisions d this lease ahal extend to and be binding upon their heira, devisees, legal 
representatiYeS, successors and assigns. However. a change or division In ownership c:lthe land, rentals, or royalties will not enlarge the obligations d 
Lessee, diminish the rights, privileges and estates d lessee, impair the effectiveness d 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 lor any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee whh satisfactory wntten evidence of the change 
In ownenship, Including the ociginal recorded munlments d title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment d this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee d aa subsequent 
obligations under this lease. If this lease Is assigned In its entirety as to only part of the acteage, the right and option to pay rentals shall be apportioned 
as between the several ownens 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, II 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 shaU terminate lor failure to pay the entire rental 
due under Pwagraph 3. Every assignee shall succeed to all rights and be subject to al obligations, Uab~itiee. and penalliea owed to the Stale by the 
original lessee or any prior assignee of the tease, Including any ~abil~ies to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Nolw~hstanding any provision In Paragraph 27(a), II the owner d the soil acquires this lease In whole or in 
part by assignment without the prior written approval d the Commissioner of the General Land OffiCe, this lease Is void as d the timed assignment and 
the agency power of the owner may be lorfehed by the Commissioner. An assignment will be treated as II ~ were made to the owner of the soil II the 
assignee is: 

(1) a nominee c:lthe owner of the soil; 
(2) a corporation or subsidiary In which the owner of the soil is a principal stocl<holder or Is an employee of such a corporation oc subsidiary; 
(3) a partnership in which the owner d the soi l is a partner or is an employee d such a partnership; 
(4) a principal stockholder or employee d the corporation which Is the owner of the soil ; 
(5) a partner or employee in a partnenshlp which is the owner of the soil; 
(6) a fiduciary for the owner of the soli; Including but not llm~ed to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner ol the soil; or 
(7) a family member d the owner rllhe soil or related to the owner d the soil by marriage, blood, or adoption. 

21. RELEASES. Under the conditlons contained In this pwagraph and Paragraph 29, leaaee may at any time execute and deliver to the 
owner d the soil and place of record a release or releases covering any portion or portions d the leased premises, and thereby surrender this lease as 
to such por1ion or portions, and be refieved of all subsequent obligations as to acreage surrendered. It 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 wiU not relieve Lessee of any liabilitles which may have accrued under this lease prior to the 
surrender d such acteage. 

211. 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 Clerlt of the 
county In which the Instrument is recorded, must be filed i n the General Land OffiCe within 90 days d the last execution date accompanied by the 
prescribed filing lee. If any such assignment Is not so flied, the rights acquired under this lease shall be subject to forf~ure at the option of the 
Commissioner d the General Land Offooe. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescrlbed 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 collaleral 
agreements concerning the development d oil and gas from the leased premises which are not contained In this lease render this lease Invalid. 

31. FIDUCIARY DUTY. The owner d the soil owes the Stale a foduclary duty and moat fuly disclose any facta affecting the State's interest in 
the leased premlsea. When the intereats of the owner cl the soil conflict ~ those rllhe State, the owner d the soil Is ob6gated to put the State's 
inter•ts before his petsonal inlere5ts. 

32. FORFEITURE. If Lessee shall fa ll or refuse to make the payment of any sum within thirty days after h becomes due, or II Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or II Lessee shall rail or refuse to drill any 
offset well or wells In good faith as required by law and the ru les and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to fde reports in the manner required by law 01' fal to comply wlh rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or it Lessee should refuae the proper authocity access to the records pertaining to operations, or II Lessee or 
an authorized agent should knowingly fail or retuse to give correct Information to the proper authority, or knowing.ly fait or retuse to furnish the General 
Land OffiCe a correct log of any wen, or II Lessee shan knowingly violate any of the material provisions d this lease, or if this lease Is assigned and the 
assignment is not filed In the General Land OffiCe as required by law, the rights acquired under this lease shaU be subject to forfeiture by the 
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Canmissioner, .00 he shall fortel same when suffiCiently informed d the facts which authorize a forfe~ure, and when forf~ed llle area shall again be 
alilject to tea .. under the tenns d llle Relinquishment Act. However, nothing herein shall be consltued as waiving llle automatic: termination d this 
1eae by operatjon d law or by reason d any spec:iallim~ation arising hereunder. Fotfeitures may be set aside and this lease and all rights thereunder 
......._, Nfcn the rigiD d 8IIOiher lntervMe upon aaliafactory evidence to the Commilsloner d the General LMd Otra d futufe compliance with 
the prc:Maiona d the ._ and d thi& lease and the rulee and regulations that may be adopted relalive hereto. 

33. UEN. In IICCOI'danc:e with Texas Natural Resources Code 52. 136, the St ate shall have a first lien upon an oil and gas produced from the 
area ~ by this tease to secure payment d aU unpaid royalty and other sums d money that may become due under this lease. By acceptance d 
this lease. L-grants lila State, In add~ ion to the lien provided by Texas Natural Resources Code 52.136 and any olller applic:able statutory lien, an 
~ c::>cntrw::tU81 len on and security interest In aW leased minerals In and extraded from the leased premia.,., all proceeds which may accrue to 
L..ee from the saM d such leased minerals, whether such proceeds •e held by l .. see or by a third party, and all flxtur.,. on and improv.nents to llle 
leased pren'liaa W«<d In connection with the producllon or proc:aalng d such leased minerals In order to secure the payment d all royalties or olller 
amounts due or to become due under this lease and to secure payment d any damag.,. or loss that Lessor may suffer by reason d lessee's breach d 
any covenant or c:ond~ d lllls lease, whether express or implied. This fien and security Interest may be forec losed with or without court proceedings In 
the manner provided In the n1e 1, Chap. 9 d lila T axas Business and Commerce Code. l essee agrees that the Commissioner may require lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or pe<fec:t IIIII len. lessee hereby repr- that lllere 
are no prior or superior liens nlng from and relating to Lessee's actMtles upon the above-deiCribed property or from LMiee's acquisition d this lease. 
Should the Canmiuioner a1 any time detennine thatthil representation II not true, then the Canmissioner may declare thlo leae forfeited • provided 
herein. 

34. POOliNG. Lessee is hereby granted the right to pool or unftlze the royalty Interest d the owner d llle soil under this lease with any olher 
leasehold or mineral Interest for the exploration, development and producllon d oil or gas or dher d them upon llle same terms as shall be approved 
by the Sdlool Land Board and the Commissioner d the General land Offoc:e for llle pooling or unitizing d the Interest d the State under this lease 
pursuant to Texae Natural Resource~ Code 52.151-52.154. The owner d the soil agr- that the lneJu.ion d thio provloion in thio leae sstloftes the 
execution requlremenll stated In Texas Natural Resourca 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, d and from 111 and any actions and caus.,. d action 
d every nature, or other harm, lnetuding environmental harm, for which recovery d damages Is sought, Including, but nol limfted to, an losses and 
8lCP«lles whk:h are c:aused by the activities d lessee, its officers, employees, and agents arising out d , lneldertal to, or resuling from, the operations 
d or for LMaee on the leaed premises hereunder, or thai may arise out d or be oecaaioned by LMaee's breech d wry d the terme or provloionl d thlo 
Agreement. or by any other negligent or stridly table act or omlosion d lessee. Further, lessee hereby agrNS to be labia for, exon-e. Indemnify, 
defend and hold harmless the State d Texas and the owner d the soil, their olficeB, employees and agents, their successors or assigns, against any 
and al claims, liabilities, tosses, damages, actions, personal injury (including death), costs and expenses, or other harm for whk:h recovery d damages 
is sought, under any theory Including tort. contract, or strict fiabU y, Including attorneys' fees and olher legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to LMaee's failure to eanply will any and al environmental I._; those arising 
from or in any way related to lessee's operations or any other d LMaee'a activities on the leased premloes; those arieing from lessee's use d the 
surface d the leased premises; and those that may arise out d or be occasioned by l.e!lsee's breach d any d the terms or proviolons d thio Agreement 
or any other act or omission d lessee, b directors, df~eers , empiO'tees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective successors and assigns. Each assignee d this Agreement, or an Interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the Stated Texas and the owner d the soil, their officers, employees, and agents In the same manner provided above In connection wHh 
the activi1les d lessee, its dfocers, employees, and agents as deec:riled llbo~~e. EXCEPT A S OTHERWISE EXPRESSLY UMrTED HEREIN, ALL OF 
THE INDEMNITY OBUGAnONS ANDIOR UAIIIUTIES ASSIMEO UNDER THE TERMS OF THIS AGREEMENT SHAll BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PR£-EXJSnNG CONDITIONS), STRICT UAIIIUTY, OR THE 
NEGLIGENCE OF Alff PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRO,..ENT AL HAZARDS. lessee shall use the hlghat degree d c:.e and al reasonable safeguards to prevent contamination or 
pollution d any environmental medium, Including soil, surface -ers. groundwater, sediments, and surface or sut.urface strata, ambient air or any 
olher environmental medium In, on, or under, the leased premises, by any waste, pollutant, or contaminant. LMaee shaD nol brtng 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 (as the term "Hazardous Substance' Is defined In the Comprehensive Environmental Response, Compensation and Uabll~ Ad 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic: substances under any federal, state, or local law or regulat ion ("Hazardous Materials1, except 
ordinary produdl commonly used In c:onnedion with oil and ga exploration and delllllklpment operations and stored In the usual manner and quantfties. 
LESSEE'S VIOlATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHAll INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
AKf Cl.AIIIS, DAMAGES, JUDGMENTS, PENALTIES, U ABIUTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES A ND COURT 
COSTS) C AUSED BY OR ARISING OUT OF (1) A VIOlATION OF THE FOREGOING PROHlBITtON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF Alff HAZARDOUS M ATERIALS 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 Alff SOIL OR GROUND WATER 
CONTAMINATlON AND DAMAGE CAUSE.D BY THE PRESENCE OR REl.EASE OF Alff HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE lEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
A PPLICABLE LAW. THIS IN.DEMNIFICAnON AND ASSIMPTION SHALL A PPLY, BUT IS NOT UllrTED TO, LIABIUTY FOR RESPONSE 
ACn ONS UNDERTAKEN PURSUANT TO CERCLA OR Alff OTHER ENVIRO ... ENTAL LAW OR REGULATION. LESSEE SHAll iMME.DIATELY 
GIVE THE STATE OF TEXAS A ND THE OWNER OF THE SOIL WRITTEN NOTICE OF Alff BREACH OR SUSPECTE.D BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF A NY HAZAROOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM Alff 
GOVER ... ENTAL AGENCY PERTAINING TO HAZARDOUS M ATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHAL.l SURVIVE THE EXPIRATION OR EARUER TERMINATION, FOR Alff REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is luued under the provisions d Texas Natufal Resources Code 52.171 through 52.190, commonly 
known • the R"'nqulohment Ad. and other applic:able ststutes and amendmorrts lherelo, and if any provloion In thio lease does not conform to these 
statutes, the statutes wil prevail over any nonc:onform4ng lease provisions. 
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38. EXECliTION. This oil and gas lease must be signed and acknowledged by the Lessee before l is filed ~record in the county records and 
in the General land Offoce ~the State~ Texas. Onee the fding requirements found In P•egraph 39 ~ this lease have been satlsf18d. the effective date 
~this tease shall be the date found on Page 1. 

lt. LEASE FlUNG. Put11uant to Chapter 9 ~ the Texas Businas and Commerce Code. this leale must be lied ~record in the office of the 
County Clel1c in any county in which all or any pert d tho leaaed premil• il loealed, and eertified eop;e. tllered moat be lied in tho General Land 
Ollioe. This lease il not etfedhle until a certified c;qly d this lease (wtlieh il made and certifoed by tho County Clel1c from his records) il lied in tho 
General land Offoce In aeeordanee with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless " 
recites the actual and true consideration paid or promised lor execution d this lease. The bonus due the State and the preseribed f~ing lee shall 
aeeornpany such certified copy to the General land Offoce. 

40. Renlllls In the amount d SJZJ!Z_ Ior yeaB two and three~ this tease have been prepaid. One half (112) d this amount h• been paid to 
the lessor and one half (112) ha beM paid to the STATE OF TEXAS. Rental lor the fourth year in the amount d S..z..mJI!L h81 not been paid and if 
the fourth year rental is not paid then this lease will e>pire. One hall (112) d the fourth year rental wil be paid to the Lessor and on<Hialf (112) will be 
paid to the Stated Texas. Rental lor the folth year is Included In the fourth year rental and if the fourth year rental is paid. then no additional rentals 11e 
due under this lease. 

41 . See " ADOEDHDUM TO LEASE" lor additional provisions 1 -~ Jf - 1'1 
( 

D PARTNERSHIP, 

~r 
President - Land and Legal and General Counsel 

Chesapeake Operating, Inc., General Partner 

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

Date:------ ---

By: Cydney H Shepard, President 

Date: z? /4Q 1 
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STATE OF OKLAHOMA 

STATE OF _ _ Te..L:::::e)/J.=._Q:=S~-­
COUNTY OF _ ft-l-'--(i.:....O-.tJ-=---.:1 • .$::._ __ 

(CORPORATION ACKNOWLEDGMENT) 

(INDMDUAL ACKNOWLEDGMEf\IT) 

BEFORE ME, the undersigned authority, on this day personally appeared Cydney H Shepard president of RC Starr LLC General partner on behalf of 

H-S Minerals and ReaHy Ltd on behalf of sajd partnership known lo me lo be the person whose name Is subscribed to the foregoing instruments as 

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

.... 

• • • • 
• • • • • • • 
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ADDENDUM TO LEASE 

AttJiched to and made a part of that cerlllin Oil and Gas Lease dated January 22, 1007 by and between the STATE OF 
TEXAS, acting by and tbroag.b its agent, H-S M*rals and Realty, Ltd, By: RC StarT, LLC, General Partner, By: Cydaey H 
Shepard, President, Owner of the Soil, and Cbesapeake Exploration Limited Partnership, Lessee. 

Notwithstanding any provisions ofthis 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 thai 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 agriculrural 
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, 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 of a written transfer instrument that 
includes Lessor's agreement to accept the Waler 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 sa.id water well, including but not limited to 
plugging of the well in aa:ordance with any regula! ions of appl icable 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, if necessary, into or on the leased premises. 
S. Lessee shall install and maintain cattle guards at every fence crossing. said cattle guards to remain upon premises as Lessor's 

property at the expiratioo of this lease. 
6. Lessee will bury and maintain aU 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 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. 

II . Upon written demand by Owner of the Soil, Lessee sh.all build and maintain fences around its slush, sump, and drainage pits 
and tank batteries to protect l.ivestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall 611 and level orr all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

12. ln the event of a dry hole or production from a well which production ceases and the abandorunent of such well, or upon the 
abandonment of any well location, drill site, tank battery si:o.; 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 intcntioo of the parties hereto that 
Lessee shall restore the surface to as nearly the SIBle that it is in a1 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. 

IS. Weather permitting. Lessee sball remove from the herein described premises any and all structures, equipment and property 
of every kind and d:taracter placed by Lessee on said premises within ninety (90) days after Lessee bas 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 
o f 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 Commissioo or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surfuce. 

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

• • • • • • 

• • 
• 
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'16. After the expiration of the primary tenn, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
in this lease to the contrary, no portion of this lease will tenninate 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 shaH terminate in accordance with the other relevant provisions herein. 
If, however, Lessee has fi led 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 authori.zation 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. 

Record ·, ~· ' ' :Jm tfY 
C!:~~:~ 1 ; • • , • ..;-,l·· <:,·Inc. 
P. 0. ht-r. . ?-·~'7(, 
Oklahoma City, OK 73154 
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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 
•• • • • • • "Y and through its agent, Dorothy Jean Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy Puff Jones Trust and Agent for the State of 

• ••• • •Texas of 1320 Lake Street, Fort Worth. IX 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, of P.O. 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 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 drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil 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 Reeves County, State of Texas, to-wit: 

Block 45, Public School Land Survey, A-3655 
Sectlon 2: All, General Land Offtce File No. 119585 

Contalnlng ___ _,64<:l..><O'---- acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas Fourteen Thousand One Hundred Eighteen and 50/100 

Dollars ($ 14 118.50 l 

To the owner of the soil: Fourteen Thousand One Hundred Eighteen and 501100 

Dollars (S 14.118.50 l 

Total bonus consideration: Twenty Eight Thousand Two Hundred Thirty Seven and 00/100 

Dollars ($ 28.237.00 ) 

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 93 5 net acres. 

2. TERM . Subject to the other provisions in this lease, this lease shall be for a term of EIYE l 5 l years from 
this date (herein called "primary 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 "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 date, this lease shall terminate, 

unless 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 

LPaA~~~A~G~RA~PuH~4~Q ______________________ Bankat ______________________________________________________ __ 

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 of 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 $ ______________ -J 

To the State of Texas: --------------------,----------------------------------------
(Dollars $ _________________ -.J 

T otal Delay Rental: -------------------------------------------------------------
(Dollars $. _________________ -.J 

In a like manner and upon like payments annually, the commencement of a 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 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 
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 
: • •• : his lease to the Commissioner of the General Land Office of 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 oil, which is defined as including 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 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 

• • t..and 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 mcrtet 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 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 
• •. • • 4Nill be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In writing, by the royally 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 as oil in subparagraph {A) above, produced from any well on said land {except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 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 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 Boyte'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 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 the General Land Office. All royalties due herein shall be based on one hundred percent (1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent {50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production 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 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 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 quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

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

--~~~--~--~~--~--~--~-.---~-.----.---~---------------.-~------------------ 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 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 
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 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 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. 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 

: 'commission~r .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 
paymen't of any royalties accrbing 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. 

1. 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, 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 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 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 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 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 read ings, 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, 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 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 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) R.ESERVES, 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, including the books and accounts, receipts and discharges of all wells , 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land OffiCe, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERM ITS, 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 , 
completion reports and plugging reports shall be supplied 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 specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall inc lude 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 
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 described premises arid shall transmit a true copy of the log of each survey on each well to the 
General Land OffiCe within frfteen (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. 

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 larld, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof arid 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 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 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 Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by condu · , itioninrddlli{lg ~fg 
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·~p~rations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
w~ll or any sub~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 ci 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 of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

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 suc h 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 of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REW ORKING. 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 effect 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 o il 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. If the drilling or reworking 
operations result in the complet ion 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 Offtce w ithin thirty (30) days ci any cessation ci production. 

14. SHUT -lN ROYAL TIES. For purposes ci 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 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 ci producing oil or gas in paying quantities. If 

• • • • Paragraph 3 ci 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 initial shut-in oil or gas royalty must be paid on or before: (1) the expiration ci 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

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 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 two 

• •. •• . more successive periods ci one (1) year by paying the same amount each year on or before the expirat ion ci 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 ci the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and w ithin one thousand (1 ,000) feet ci the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Offtce and one-half (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-in oil or gas royalty, Lessee shall pay an amount equal to the difference w ithin t hirty (30) days from the end ci the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accOI'dance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee ci 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 obligat ion to drill offset wells . 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable ci producing oil or 
gas has been completed on the leased premises, lessee shall exercise the d iligence of a reasonably prudent operator in drilling such additional well or 
wells as may be reasonably necessary for the proper development ci 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 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 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 ci the Railroad Commission ci 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 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 ci ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rig~ci-way for 
exist ing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereci ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other m inerals 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 

.' furtber terminate as to all dept~s 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 effect as to 
such deeper depths, and said tenmination shall be delayed for an additional period of two (2) years and so long thereafter as oil oc 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 c:1 the acreage and/or depths not retained hereunder. The recorded release, or a certified copy eX same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Offtce rules in effect on the date the release is filed. If Lessee fails oc refuses 
to execute and record such release oc releases within ninety (90) days after being requested to do so by the General Land Offtce, 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 c:l his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver oc other agent in control eX 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 ci 
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 eX the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Only upon the determination eX the Commissioner eX the General Land Offtce and with his writ1en approval may the payment eX compensatory royalty 
under applicable statutory parameters satisfy the obligation to drill an cifset 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, 
• • • • • k om 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 authocity, then while so prevented, Lessee's obligation to comply w ith such 
• covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 

• • • • • extended while Lessee is prevented, by any such cause, from conducting drilling and rewor1<ing operations oc from producing oil or gas from the leased 
• • • premises. However, nothing in this paragraph shall suspend the payment c:l delay rentals in ocder 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 t itle to the leased premises. If the owner of the soil defaults 
• •. • • ,in payments owed on the leased premises, then Lessee may redeem the rights ci the owner c:l 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 ci 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 eX the General Land Offtce eX the State ci Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner ci the General Land Offtce, Lessee or his authorized representative must submit to the Commissioner c:l the 
General Land Off tee a writ1en 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 c:l one-sixteenth (1/16) c:1 such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion ci the land covered by this lease is included w ithin the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance w ith 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 
aniount 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 bas is under the terms c:l this lease during the primary term shall be 
calculated based upon the number eX acres outside the boundaries eX a pooled unit, oc, if after the expiration c:l the primary term, the number c:1 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 f or 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 eX the soil foc damages caused by its operations to a ll 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 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 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
co,pletion 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 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 limitations 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 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-<lay 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. 

Z7. (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 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 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 pption to pay rentals shall be apportioned 
: • •• ~ 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 
• •••• topy 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), if 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 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 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 marriage, blood, or adoption. 

28. RELEASES. Urlder 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 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 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. DISCLOS URE 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 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 DlJTY. 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. W hen 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, 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 arid 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 if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lect~~ is as~.!Sf1P~ ~Ds.l.llle 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease s ;Ire subjeCf f} Rl~ltbfP 1)9''ftle 
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. :S~mi;s~~r. and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
• subject 1o lease· under the terlj1S 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 arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General l and OffiCe of M ure compliance with 
the provisions of the law and of 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 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by 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 leas ed minerals, whether such proceeds are held by l essee 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 l essee'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 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 this lien. lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time 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 right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil 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 unitizing 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 or this provision in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152 . 

! • •• • 35. INDEMNITY. l essee 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 actions and causes of action 

• • • • • 'bf every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
• expenses which are caused by the activities of lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 

• • • or or for lessee on the leased premises hereunder, or that may arise out of or be occasioned by l essee's breach or any of the terms or provisions of this 
• • • •• <Agreement, or by any other negligent or strictly liable act or omission of l essee. 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, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for wh ich recovery of damages 
is sought, under any theory inc luding tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 

• environmental hazards, on the leased premises or in any way related to l essee's failure to comply with any and all environmental laws; those arising 
• • • • • .trom or in any way related to l essee's operations or any other of lessee's activities on the leased premises; those arising from Lessee's use or 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 l essee, 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 of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its offiCerS, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, All OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABtLrTIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONOITIONS), STRICT LIABIUTY, 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. l essee 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 (as 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 Materials"), except 
ordinary products commonly used in connection with oil and gas exploration 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 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 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 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, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHAll IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN 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. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, 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. True and Correct 
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. aa. 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 L~nd 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 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 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$ 187.00 for years two and three of this lease have been prepaid. One half (112) of this amount has been paid 
to the Lessor and one half (1!2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of$ 18.793.50 has not been paid 
and if 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-half (1/2) will 
be paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no additional rentals 
are due under this lease. 

41 . See "ADDEDNDUM TO LEASE" for additional provisions 

ARTNERSHIP, 

• • •• 
•••• • • •••• 
• 

• •• • • • ••• 

• 
••• • • • ••• 

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

Chesapeake Operating, Inc., General Partner 

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

Date:---- --- --

STATE OF TEXAS 
Dorothy Jean Keenom, sole trustee of the Thomas Hill Pu ffTrust 
and of the Nancy Puff Jones Trust 
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.'STATE ,Of' OKLAHOMA (CORPORATION ACKNOWLEDGMENT) . 
COUNTY OF,OKLAHOMA ' , n JA 

This instrument was acknowledged before me on the is ~~Y of m~007, by Henry J. Hood, as Senior Vtee 

PreSident -Land and Legal & General Counsel ~WW~ Operating. Inc, as General Partner of Chesapeake EXPloration UmHed Partnership, on 
' . A li 

behalf of said limited partnership ~'~.vc~ ...... : ... Yo~/;,, 
~ <Q'j····?-~'{ Pl.is(····· .. ~r.% 
~ (()/0'\ 0'· .. \)' ~ 
2 lC ~~ # 04007282 \ ~ 
- § ~Y'P ~1V08 ~ -
- - ~ ' -:<(• 

~ \~ \NAND ~~ ~ 
~ \.~)l FOR ~/~ f 
~ 0 ··· ... ~OF oV...'-;';;·· ~ .§' 

// "14-.-1 ................. o-0 ~ 
"/;,1;'DIAN C ,,,,'' 

'''11111111\1111' 

STATEOF ___ TE_XA __ S ________ __ 

COUNTYOF __ T~A~R~RA~Na.T ______ _ 

BEFORE ME, the undersigned authority, on this day personally appeared Dorothy Jean Keenom, sole trustee of the Thomas Hm 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~'d~ 
acknowledged to me that'tle executed the same for the purposes and consideration therein expressed. 

•• • • • • •• 
•••• • • •••• 
• 

••• • • • •• • 

• . .. 
• • • ••• 

Given under my hand and seal or offiCe this the 29th day of __ J:::....:::;a.:..:n-=u-=a-=r;,..,:y ___ ~. 20 0 7 . 

~~~,a,.,r.._ . ..,r""~""n..,t....._~""""o""uc!.nut..;yr.._TA.SOe..ox"'au:s~...,_ __ 
JIMMIE l. HOOKS 

NOTARY PUBLIC 
STATE OF TEXAS 

COMM EXPIRES 03.07-2010 
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' . ADDENDUM TO LEASE 

Atfached to and made a part of tha t certain Oil and Gas Lea e dated January 22,2007 by and between the STATE OF 
TEXAS, acting by and through its agent, Dorothy J ean Keenom as sole trustee of the Thomas HiU PuffTrust and the Nancy 
Puff Jones Trust, Owner of the Soil, and C hesapeake Exploration Limited Partnership, Lessee. 

Notwi thstanding 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 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. ln the event 
Lessee drills a new well and encounters non-potable water which is certified as not suitable for hwnan, 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 ex.isting water well located on the leased premises without Lessor's prior written consent. ln the event 
lessee drills a water well on the Leased Premises and completes its use of same, upon termination oflessees 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 o f 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, responsibi lities and liabi lities, 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 . 

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

2. 

4 . 
5. 

6. 
7. 

8. 

9. 

10. 

II. 

12. 

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. 
Lessee shall notify Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the leased premises. 
Lessee shall instaJI and maintain catt le 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 a ll pipelines and electrical transmission lines 18 inches deep below the surface 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 with 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 those structures 
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased 
premjses. 
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. 
Lessee shall maintain all drill s ites 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. 
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 fi ll and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 
ln the event of a dry hole or production from a wel l 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 a t the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee sha iJ restore the surface to as nearly the state that it is in at the time of execution of this lease. 

13. If a ll 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 fi shing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearm s of any type upon or across the herein described premises. 

15. Weather permitting, Lessee shall remove from the herein described prem ises 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 al l 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 havingjurisdjction. ln plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surface. 

True and Correct 
copy of 

Original ftled In 
Reeves County 
rlorl-~ r\Hi"o 



•• • • • • •• 
•••• • • •••• 
• 

• •• .. . . 
• •• 

• •• • • • • •• 

• 

I <'~ After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
: .'m this 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 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. 
I~ 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. ln 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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/ 

~ustin, \!texas 

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, Hill Investments, Ltd., By: Casody Enterprises, LLC, General Partner, By: Alan M. Hill, President and Agent for the Stale c:l 

Texas c:l 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, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called lessee. 

1. GRANTING CLAUSE. For and in consideration c:l the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by lessee under this lease, the Stale of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto lessee, for 
the sole and only purpose c:l prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil 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 Reeves County, State of Texas, to-wit: 

Block 45, Public School land Survey, A-3655 
Section 2: All, General land Offrce File No. 119585 

Conlaining ___ _,64= 0'---- acres, more or Jess. The bonus consideration paid for this lease is as follows : 

To the State of Texas One Thousand Seven Hundred Eleven and 34/100 

Dollars ($ 1.711 34 > 

To the owner of the soil: One Thousand Seven Hundred Eleven and 34/100 

Dollars ($ 1. 711 .34 > 

Total bonus consideration: Three Thousand Four Hundred Twenty Two and 68/100 

Dollars ($ 3.422.68 ) 

The total bonus consideration paid represents a bonus of Three Hundred Two Dollars ($302.00) per acre, on 11.333334 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of FIVE ( 5 ) years from 
this date (herein called "primary 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 "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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1 3. DELAY RENTALS. If no well is commenced on the leased premises 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 to his credit in the THIS IS A PAID UP LEASE: SEE 
PARAGRAPH40 Bankat ______________________________________________________ __ 

Or its successors (which shall continue as the depository regardless a changes in the ownership a 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 a deferring the commencement a 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 $. __________________ -J 

To the State of Texas:----------..,..---------------------
(Dollars $. ____________ ...J 

T~aiDelayRentru: ~------------------~---------------------------------------
(Dollars $--------:-:----:-:-----' 

In a like manner and upon like payments annually, the commencement of a 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 n~ 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 
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 of 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 Otl, which is defined as including 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 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, 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 mlrtet price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds a 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 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 all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) 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 maJ1(et 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 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 the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on frfty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production 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 its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be frfty 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 quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas n~ 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, burning or any other processing shall be~ 

-------------------------------------------------------------------------------------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 OffiCe, 
such market value to be determined as follows: 1) on the basis of the highest ma!i(et 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 
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 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 lease does n~ specify a delay rental amoun ~th f<jlf he pu'lJ&es a this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. ~or n ~ vu 
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6. ROYALTY IN KINO. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner ar 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 
paj\lnent 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 Off.ce's right to take its royalty in kind shall not diminish or negate the owner or the soil's or the Commissioner c:X the General Land Off.ce's rights 
or 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 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 c:1 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 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 Land Offtee at 
Austin, Texas, in the following manner: 

Payment c:1 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 Off.ce on or before the 5th day of the second month succeeding the month c:l production, and royalty 
on gas is due and must be received in the General Land Off.ce on or before the 15th day of the second month succeeding the month c:1 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 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 c:l a manager or agent 
to act for the Lessee herein must be filed in the General Land Off.ce. 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 wh ichever 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 artd supporting documents which are not filed when due shall incur a penalty in an amount set by the General Lartd OffiCe administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as 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 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 c:l the General Lartd OffiCe 
with its best possible estimate c:l oil artd gas reserves underlying this lease or allocable to this lease and shall fum ish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements artd 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 c:l the General Lartd OffiCe, the 
Attorney General, the Governor, or the representative c:l any c:l 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 , 
completion reports and plugging reports shall be supplied 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 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 
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 c:l the surface casing to 
the total depth c:l 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 frfteen (15) days after the making c:l 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 wh ich is effective on the date when the materials were due in 
the General Land Office. 

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 if during the primary term 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 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 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 or the prim~tenn~ and ifrLessWhlil Clefasumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by ~~ductitlg additional driiUng or reworking 
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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 ,sub&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 payment, this lease shall ipso facto terminate. tf at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

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 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 effect 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. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee 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 ..JN ROYAL TIES. 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 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 of producing oil or gas in paying quantities. If 
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 initial shut-in oil or gas royalty must be paid on or before: (1) the expiration af 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
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 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 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, 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 (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-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 affset 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. RET A I NED 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 af 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 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 Railroad Commission af Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provis ions 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 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 other e.xisting facilities on, over and across all the lands described in Paragraph 1 hereof ("the 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 depths"} in each well located on acreage retained in 
Par-agraph 16 (A) above, unle!;s on or before two (2) years after the primary 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 oil or gas is produced in 
paying quantities from s uch 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 cer1ified copy of same, shall be filed in the General 
Land OffiCe, accompanied by the filing fee prescri>ed 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-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall dri ll 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 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 OffiCe and with his written approval may the payment of compensatory royalty 
under applicable statutory parameters satisfy the obligation to dri ll 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 comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, 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 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 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 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 lime 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 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 of care and all proper safeguards to prevent pollution. Wahout 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facijHies 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 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. 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 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 limitations 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 
termination of this lease unless the owner of the soil grants Lessee an extension of this 12(klay 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 cond~ions contained in this paragraph and Paragraph 29 of this lease, the rights and estates or 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, successOfS and assigns. However, a change or division in ownership of the land, rentals, Of royalties w ill not enlarge the obligations ci 
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 (Of his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the Ofiginal 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 appOftioned 
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 priOf assignee of the lease, including any liabilities to the State fOf unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if 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 owner of the soil if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a CQ(poration or subsidiary in which the owner of the soil is a principal stockholder or 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 Of 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 wh ich may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS A ND 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 provisions pertaining to the lease of the abov~escribed 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 dut ies 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. W hen the interests of the owner of the soil connict with those of the State, the owner of the soil is obligated 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 it becomes due, or if 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 regulations promulgated by the General Land OffiCe, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authOfity access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct infocmation to the proper authority, or knowingly fail Of refuse to fumish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeit!Jre 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 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lea;;e b'y operation of law or tJy reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

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 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by 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 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 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 this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time 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 right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil 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 unitizing 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 provision 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 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 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising 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 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 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, liabilities, losses, damages, actions, 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 liability, including attorneys' fees and other legal expenses, including those 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 related to Lessee's operations or any other of Lessee's act.ivities 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 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, indemnity, 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 in connection with 
the activities of Lessee, its offiCers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT 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 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 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 (as 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 Materials"}, except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
L~SSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND 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, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 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 !.EASED 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 UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL 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 LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPUCABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not confonm to these 
statutes, the statutes will prevail over any nonconfonming 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 Qene~all!and"Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of \his 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 cl 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 therecl must be filed in the General Land 
Oftlce. 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 lease shall not be binding upon the State unless it 
recites the actual and true cons ideration 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 cl $_22.§l for years two and three cl this lease have been prepaid. One half (1/2) cl this amount has been paid to 
the Lessor and one half (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount cl S 2,278.00 has not been paid and if 
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-half (1/2) will be 
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if 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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LIMITED PARTNERSHIP, 

President - Land and Legal and GeneraiCounsel 

Chesapeake Operating, Inc., General Partner 

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

Date: _ _ _______ _ 

By: Alan M, Pr~~t 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) . . 
COI!INtv 'oF OKLAHOMA 

1 ~ , 

ThO tn•t,umont w., """""""'•"" befae me on the Is L d;y ol ~ 2007, by Henrv J. Hood ., Seolo< V<e 

President- Land and Leoal & General Counsel of Ch~~fBWJJiing Inc. as General Partne Chesapeake Exvloration Umited PartnershiP, on 

behalf of said limtled partnership ~''~~~-.i~~~~~ 
! 0~ .,j:·r~a~···~. ~~ .... u ··~"" !t'C .. , 
~l.I.J!~ ·-:- ~'\1.~ A 
~ BJ ~0 <:!'~ ~,~'0 '6\ >-
%. cc. {' \.p> ~~ ~~ov.~ ~ti; -~ .... ·• ' ~ .£::'~ . ..::; 
~ •· .• .s'~ 0 ..' . .. :·-
'/ · ... ..qTE o<t: ,... V '~ 
'// ................... ···~ ,, ... · (INDIVIDUAL ACKNOWLEDGMENT) 

////' CANAO\f>: ,,,,, 
COUNlY OF 111

1111111111'''''' 

BEFORE ME, the undersigned authority, on this day personally appeared Alan M Hill. President of Casody Enterorises LLC. General Partner on behalf 

of Hill Investments Ltd on behalf of said partnership known to me to be the person whose name is subscribed to the foregoing instruments as 

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

Gtwm unde< my hand and •eat o1 office thO the rf' day o~lf~~u~.n d:1 
e ~v:=tl~ NotaryPublicinandfor TL)t01b 

CO .. IIIIOI IIPIIII: 
NOVEM&E~ 1, 2010 

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

• • • • • • • • • • 

True and Correct 
copy of 

Orig nal f led In 
Reeves Co 
Clerks Off1c $ 



.. .. ADDENDUM TO LEASE .. 
Att-ached 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, H ill Investments, Ltd, By: Casody Enterprises, LLC, General Partner, By: Alan M. 
Hili, President, Owner of the Soil, and C hesapeake Exploration Limited Partnership, Lessee. 

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

l. 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 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 of an existing water well located on the leased premises without Lessor's prior written consent. ln the event 
lessee dri lls a water well on the Leased Premises and completes its use of same, upon termination ofLessees 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, r esponsibilities and liabi lities, if any, for the operation and maintenance of sa id water well, including but not limited to 
plugging of the well in accordance w ith 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, if necessary, into or on the leased premises. 
5. Lessee sha ll 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 sur face of the leased premises than is reasonably necessary to use for the purpose of which 

this lease is granted, and it shall exerc ise a ll 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 sha ll be erected on the surface of the leased 
premises. 

9. Lessee wi ll 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 sha ll maintain all drill s ites 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 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 a ll 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 si te, 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 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 of any type upon or across the herein described premises. 

15. Weather perm itting, Lessee sha ll remove from the herein described premises any and all structures, equipment and property 
of every kind and character placed by Lessee on said premises wi thin 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 prem ises 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 governmental agencies having j urisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surface. 

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

• • • • • • • • • • 

True and Correct 
copy of 

Ong nal flied in 
Reeves Cou A/1, 

Clerks Off1c ~ 



16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
, •in i:l:iis lt~.'1Se ·to the contrary, no portion ofthis lease will terminate if Lessee continues to drill a well (or wells) anywhere on 

ihe leased 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 driUing operations on a subsequent well (hereinafter referred to as .. continuous drilling" ). 
Upon the cessation of continuous driUing this lease shall terminate in accordance with the other relevant provisions herein. 
I( however, Lessee has fi led 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 driUing 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 

True and Correct 

--./} • • . • 
~ • • • • • • • • • • • • • • . • • • • • • • • • • ~ • . . . 

copy o ___, 
Origmal f1 Y 
Reeves C~.- tfV 

Clerks Off1c JP-
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An; OF TF.XAS 
' Y G' · · '\ I, Dianne 0 f lnre:r, Cl..,-lc of the County Court in IUld 

~ Q~"~!lyc~ ufY•I"'W:~~lu AlQ/"J');)ut).q/rJ<)rreclcopyo~ 

t;\kx, record on my o lucc ti11• =t13!17J _ d•Y ul ~1L( 1 d-()0 1 Ill 

~ j2. ~·,.:lf-Cer Cll!ik's ~C'I. .~I , to be n . ..or-lcd in the 

_ ~l~~~+l ~~ P~u~bui~--------------------
Recurds of Recvr•· Cnunrv. Tne.•. 

'lttt-h f () Ct RTIFY WJI(j:ll, Witncs• my hiUld -nd otlicoal •cal at Pecoe, Tcxu 
tho~ oCT"' 1 dnyof dt..LI1 

5 
__ ,QO~ . 

~r1~1 AD~~ -ow~P--~u)'tl~ c::::.o.o"'J~ ... C!=r~'"""=-~~u.JIIlfk\. LllJ!'!,_ .Deputy. tUiliVJ.:.SCUUNIY.1 • 

• • • • • • • • • • • • • • • • • • • • • . ~ .. • • • • • • • . . 



W ILLIAM A. C~Alt=Af..H, CPL 

CHALFANT PROPERTIES, INC. 

September 22, 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFICE 
1700 North Cong'ress Ave. 
Austin, TX 78701 

RE: All of Section 2, Block 45 

()J D 0ai Luuing and <:Ptopc.tti£i 

1502 NORTH BIG SPRI NG 

P. 0 . BOX 3123 

MIDLAND, TEXAS 79702-3 123 

Public School Land Survey Survey 
Reeves County, Texas 

Dear Mr. Reid: 

Ofc: (432) 684-98 19 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

Enclosed please find a certified copy of Oil and Gas Lease from the following: 

1. Oil and Gas Lease dated August 8, 2005, from The State of Texas, acting by and 
through its agent, Susan Luckel Christie, dealing in her sole and separate 
property, covering his interest in 12.0 net mineral acres in Section 2, Block 45, PSL 
Survey. The State of Texas to receive lease bonus payment of $1,812.00. 

Also enclosed is a check in the amount of $1,937.00, including lease bonus payment and a State 
filing fee of $125.00. 

Should you have any questions, please do not hesitate to call. 

Sincerely, 

<~ 
William A. Chalfant, CPL 

WAC/mkc 
enclosures 

AAPL's FIRST IND EPENDENT LANDMAN OF THE YEAR 1998- 1999 

• •• • • • •••• 
• 

• • • • • •• •• 
•••• • • •••• 

• 
•••• • • •••• 

• • •• • • • •• • 



CHALFANT PROPERTIES INC. WEST TEXAS NATIONAL BANK 
LEASE BONUS CLEARING ACCOUNT 

("32) 684·9819 
P O BOX3123 

MIDlA'ID TX 79702 * 
PAY TO te 9/22/2005 

:FORDER TEXA GENERAL LA D OFFICE * 1.937.00 

One ·n,ousand Nine l lundrcd Thirty- even and 001100 .. ******************* ****•*• 

I"EXA GE ERAL LA D OFFICE 

1700 NORTI I CONGRE t\ VE. 

AUSTIN. T X 7870 1 

Memo Lease Bonus & tacc Filing Fcc: cc 2. BIJ.. 45. P "I • 

• 

6997 

DOLLARS~ 

G) 

) 

) 

1 

• •• • • • •••• 
• 

• • • • • •• •• 
•••• • • •••• 

• 
•••• • • .... 

• ••• • • • •• • 



•• • • • • •••• 
• 

• • • • • •• •• 
•••• • • •••• 
• 

•••• • • •••• 
••• • • • • • •• 

.. 



T JE 

June 22, 2006 

Attn: Wm. A. Chalfant, CPL 
Chalfant Properties, Inc. 
1502 North Big Spri ng 
M idland, Texas 79702-3 123 

Re: RELINQUISHMENT ACT LEASE No. M-1 05575 
640.0 acres out of Section 2, Blk. 45, PSL 
Reeves County, Texas 

Dear Mr. Chalfant: 

OJP"PK CE 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and fil ed in our records under Mineral File number M-1 05575. Please refer to th is 
number in all future correspondence concerning the lease. 

Your remittance of $3,749.00, has been appl ied as the state's portion of the cash bonus $3,624.00 
along with a processing and filing fee in the amount of $ 125.00. Please let me know if you should 
have any questions. 

Sincerely, 

b~ t).e,,L, 1 ~-
Drew Reid 
Minerals Leasing 
Energy Resources 
(5 12)475-1 534 

MS/DR 

"tcphcn F. Au«tin Buildtn~ • 1700 1orrh Congrc~' hcmtc • 1\uMin, Tc,,t~ 78701-1-l9'i 

Post Ol!i(c Box 12871 • \ uo;un, Tcx.ts 787 11 -2873 

512-4n3 5001 • ~00 998 4G LO 

IV\\'w.gl<l. state .lx. us 





W ILLIA M A. CH ALFANT, CPL 

January 26, 2007 

Mr. Drew Reid 

CHALFANT PROPERTIES, INC. 

150 2 NO RTH BIG SPRING 

P. 0. BOX 3 123 

MIDLAND, TEXAS 79702-3123 

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

RE: All of Section 2, Block 45 
Public School Land Survey 
Reeves Cou nty, TX 

Dear Mr. Reid : 

Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

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

The terms are $302.00 per acre (includ ing paid up rentals for the first 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 s th year) 

I would like for the land office to approve the leases as to form and consideration. 
Please email your reply of approval to: r.r:12.S_hala@chalfantpropertJes.com 

Sincerely, 

~~~4~~ 
Will iam A. Chalfant, CPL 

WAC/mkc 
enclosures 

AAPL's FIRST IN DEPENDENT LANDMAN OF THE YEAR 1998 - 1999 

•• • • • • • •• 
• 

•• • • • • • • • 
• 

•••• • • •••• 
••• • • • •• 
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CHESAPEAKE OPERATING, INC v 

•• • • • • • 
•••• • .... 
• 

• •• • • • •• 

• 
• •• • • • •• 

• 
• 

• 

• 

008019 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

792613 07/26/07 072607F 

No. 835401 

07048340 
DESCRIPTION OR 

GROSS AMOUNT DISCOUNT NET AMOUNT · 

DIXIE LAND LSE BNS IDS.) 1( f X 14.2~.~ 

\ l l 

** TOTAL FOR CHECK 14,243.50 



CHESAPEAKE OPERATING, INC / 

008019 TX GENERAL LAND OFFICE 

• • ... 
• ••• 
•••• 
• 

• •• . . 
••• 

• 
• •• • • • ••• 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

792607 07/26/07 072607 

07048345 No. 835395 

DESCRIPTION OR 
GROSS AMOUNT DISCOUNT NET AMOUNT 

DIXIE LAND LSE BNS /~b >JSG 1,836.34 

~II /rw~ 
p_( 

** TOTAL FOR CHECK 1,836.34 



• • • . . . 
• • . 

• • • • • . . 

File No . 

: : : 
• •••• . -. . 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

W E HAVE THIS DAY JUNE 24, 2008 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $1,206.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 

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

7/19/2008 TO 7/19/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 
Survey: PUBLIC SCHOOL LAND BlocklSuffix: 45 Section: 2 Abstract: 3655 Short Desc: ALL, SEC 2, BLK 45, PSLS SVY 

PAYMENT OPTION TO EXTEND 

LEASE NUMBER TX2330028-001 LEASE DATE: 7/19/2005 

ENTRY NUMBER: 3628 =!ECORDED: BOOK 709 PAGE 397 

=oR CREDIT OF: 

••• • • • . .. 
• ••• . . .... 
• 

• ..... 
• • 

• 

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

PROSPECT: KING EDWARD 

COUNTY/ PARISH REEVES 

Acct: 

1/2$2412.00 FOR ADDITIONAL 2 YRS 

COPY FOR 
YOl R Rl CORDS 

STATE TX 

AMOUNT 

1,206.00 

·.~.-•• ----------------------~IM7.P~O~R=T=A~N~T~-----------------------.-----------------
Subtotal 

The attached check is for the person(s) named above. Please date, sign 
3nd return the attached receipts on the day you receive it. If directed to 
3 bank, please deposit the amount to the credit fo the person(s) named 
3bove and date, sign and return the receipt on the day you receive it. If 
:orrespondence required, please make reference to lease number. 

PAY 
TO 

THE 
ORDER 

OF 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848·8000 

m~u ............ ••u1 ,206 • DOLLARS • 00 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

By ____________ ~~------------~ 
Title 

DATE 

06/24/2008 

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

1:$1• 1 !11 I!UJI#J~.,I# 1:15:• t:l!· ; 4 , fi •ll:!l·ll j !!I!IW1!!1:; 111: I # t Ut111t l 9 t i Miil! I 

1,206.00 

BANK SERVICE 
CHARGES 0.00 

Grand Total 1,206.00 

Check No. 35137 

35137 

AMOUNT 

$1,206.00 



---1---------.0N dl!.:l 

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

... 
• 
• • 



CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 731 54 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY JULY 15, 2008 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $1,206.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

81812008 TO 81812010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 2· Abstract: 3655 Short Desc: ALL OF SEC 2. BLK 45, PSLS 

PAYMENT OPTION TO EXTEND 

LEASE NUMBER TX2330028-002 LEASE DATE: 8/8/2005 

ENTRY NUMBER: 4228 RECORDED: BOOK 712 PAGE 184 

FOR CREDIT OF: 

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

•• • • • • • •• 

.. 
• • . . .. 

01 7397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

- ]0~5/s-
IMPORTANT 

The attached check is for the person(s) named above. Please date, sign 
and return the attached receipts on the day you receive lt. If directed to 
a bank, please deposit the amount to the credit fo the person(s) named 
above and date, sign and return the receipt on the day you receive it. If 
correspondence requ1red, please make reference to lease number. 

PROSPECT: KING EDWARD 

COUNTY/PARISH REEVES 

Acct: 

1/2 $2412.00 FOR ADDITIONAL 2 YRS 

COPY FOR 
YOUR RECORDS 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

By ____________ ~~------------_, 
Tille 

Check No. 

STATE TX 

AMOUNT 

1,206.00 

1,206.00 

0.00 

1,206.00 

35538 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX I 8496 
OKLAHOMA CITY, OK 73154 

405/848-8000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY. OK 3553 8 

PAY 
TO 

THE 
ORDER 

OF 

............. ..... 1 ,206 • DOLLARS " 00 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

DATE AMOUNT 

07/15/2008 $1,206.00 

CHESAPEAKE OPERATING, INC. 



•• • . . . 
•• • 
•••• • • •••• 

• . . . . 
• •••• . .. 

• • • .. . 
•• • • ... . 



MF /!J651( 
County ~~ 
Gross Ac 

~ ..k .*'jt 
Leases A 8 c 

Lessee/Assignees 

Yf ~~v-.f- k 
¥~ -

Lessor Name (short) I~ l!.-14:L_ ~-u --;:Lu_ ..rFZP_ 

Date of lease - 1-11- o5 g-~- os 1-Z-2-- 0_2 

3 y;z_y_ Bonus/ac _ _3b-iJ!-- ___jL_~ j 1/.tf--
_/ ~/Z-State share _}B.f2- __ !::ldr QJ 2--Net ac/undivided interest /:1- __/ '1.- ~__2-z..... 

Term ~- 5 ~ -
T-~-~_,;..tJ_ ~....S4J Yr 2 & 3 rentals prepaid 

~ L-z- _ 2.4_12- ~tJ..._"'G7_2-4th yr rental (includes 5th yr) 
State share _ j:Lo ~ I ~()_r. ~/...33-r;;-

-- ~ -
4th yr rental (w/o 5th yr) 

- ------
State share --5th yr rental 
State share 

-

-
Rentals paid - date/amount - -

2nd yr PJ.~ - _ Pd~ 
3rd yr ~- -·f!tj M-(f 

-- -
7 -14-rli: r.).~ 4th yr ..!Ld..::. b n")...!) h =CW£~~ 

-rrt~ ~~~~I~J 5 th yr 
- ~ 

'--
Date Prepared: _ _ _ 
By: ______ _ 

-

Rental/Lease Status 
RAL Undivided 
Interest Leases 

..:¥~ 
D 

~~ 
E 

~~ 715/tk~ 

/-2..2- - D:J /-"Z.2-D7 

3~ {p~t-f _L71L34 
-7f;;g_ . 7 -E!:;Ie2 -
~{f)~( C.b'1 ·-

*"'*" * F G 

-
1-· -
1-· ~ 

- ------

4--c~~J- - I ~ - .J:h_p_p_ ~'UJ 

J- z..~ - D1 .::_ / - 2.?..- (j7 

-£-37 'iUz."L~~g-
~_8 .5D -~ 

_ _jj_.33_ 
5 

~~33.. 
=::; - =--~·.5 -- 'L?... . r;;rz_ Zz. b1.. - j g?l>o 1-

"'Es2f -...ZJ-~ 
-- ;z 711-l, .so -U1d..], 

~;Lq 1/.,3 CJ - 7:[3 '?. .'75 (_{. 3_ q 
-

-- --- -
--~-- -
1-· 

·-

-- -

~~ ~~~{D ~fd ~~/6 ~~~/LD-fl 
-

) 

~~~ 
1-z .. :z....- ( D 

~ 

H Totalnetac leased 
[use pencil] 

- -
- ~ - - -~ 

~--- - --
-- -

--- -- ~ 
- ---

- --
-- ·-

-
-

53Z. Lb£,.~2 

-
-

-
- - ~ 

- ---
-- -





UNITED STATES POSTAL SERVICE Rrst-Ciass Mail 
Postage & 'Fees Paid 
USPS 
Pennit No. G-10 

• Sender: Please print your name, addres~'Clnd~r=~~ 

(\"'\ 

o3 1 11 o~.. co~'>) F t:B 2 3 2010 
MF /05 5 1fi.."»',P ~~ ~ 
Harriet Dunne"-) N..~ ~ J'...,. , .... RALLANDOmCE 
Texas General Land O rn~~ • 
PO Box 12873 
Austin TX 7871 1-2873 

II II ,/l ,, /,111 .I, ll ll lltllll l.ll ll lllt II I II ll .l.ll lllll ll li ll/ 



ENDER: COMPLETE THIS SECTION 
\ 

1 (omplete Items 1, 2, and 3. Also complete 
Item 4 if Restricted Delivery Is desired. 

1 Print your name and address on the reverse 
so that we can return the card to you. 

1 Attach this card to the back of the mail piece, 
or on the front if space permits. 

. Article Addressed to: 

Land Department 
Chesapeake Exploration L P 
PO Box J 8496 
Oklahoma City, OK 73 I 54-0496 

COMPLETE THIS SECTION ON DELIVERY 

0 Agent 
~ Signature~ f 

0 Addressei 

B. Received by (Printed Name) I C. Date of Deliver) 

D. Is delivery address different from Item 1? D Yes 
If YES, enter delivery address below: D No 

3. S~ice Type 
0 Express Mall IE[ Certified Mall 

0 Registered 

0 Insured Mall 

0 Retum Receipt for MerchandiSE 

0 C.O.D. 

4. Restricted Delivery? (Extra Fee) DYes I 

• Article Number 
(T rensfer from service label) 7007 0710 DODD 5380 1571 
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C~RTIFIED MAILM RECEIPT 
(Domestic Mall Only; No Insurance Coverage Provided) 
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Postage 

CertJfled Fee 

Retum Receipt Fee 
(EndO<SCmenl Required) 

Reslncted OeGvery Fee 
(Endorsement Reqwred) 

Total Postage & Fees 

s 

Postmark 
Here 

$ 

~ ..... : ...• : -~e.-~d:.~(~ _ _. ________ l,.,.L ,bl c!-.. t?.. .Gt.~.L:(. ___ _ 
:I ;;,lroot, ,..t. No.; 1 1 
'- or PO Box No. 

c;;.y; si.Sio: -zr,;.;;;---------------------------------------------------------------------



~ertified Mail Provides: 
• A mailing rece1pt 
• A unique identifier for your mailp1ece 
• A record of delivery kept by the Postal Serv1ce for two years 

1mportsnt Reminders: 
• Certified Mail may ONLY be combined with First-Class Mail® or Prionty Mal 
• Certified Mail is not available for any class of intemat1onal mail. 
• NO INSURANCE COVERAGE IS PROVIDED with Certified Mail. F• 

valuables. please consider Insured or Registered Mail. 
• For an additional fee, a Return Receipt may be requested to provide proof c 

delivery. To obtain Return Receipt serv1ce, please complete and attach a Retur 
Receipt (PS Form 3811) to the article and add applicable postage to cover th 
fee. Endorse mailpiece 'Return Receipt Requested'. To receive a fee wa1ver fc 
a duplicate return rece1pt, a USP~ postmark on your Certified Mall receipt I 
reqwed. 

• For an additional fee, delivery may be restricted to the addressee c 
addressee's authorized agent. Advise the clerk or mark the mailpiece with t~ 
endorsement 'RestoctedDeltvery•. 

• If a postmark on the Certified Mail receipt is desired, please present the art 
cle at the post office for postmarking. If a postmark on the Certified Ma 
receipt is not needed, detach and affix label with postage and mail. 

MPORTANT: Save this receipt and present it when making an inquiry. 
'S Form 3800, August 2006 (Reverse) PSN 753().{)2-Q00-9047 
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Certified Mail #7007071 0000053801571 
February 20, 201 0 

Chesapeake Exploration Limited Partnership 
PO Box 18496 
Oklahoma City, OK 73 154-0496 
Attention: Land Department 

s1:: 
RE: MF l05..997,Blk 45, Public School Land Survey, A-3655, Sec 2, Reeves Co TX 

5 Leases from the Hill family entities as Agent for the State ofTexas 

Ladies and Gentlemen: 

Our records indicate that the referenced leases have terminated for failu re to pay the fourth year delay rentals 
due on or before January 22, 20 I 0. 

According to our files, yo u are the record Lessee under these leases. Pursuant to the Texas Administrative 
Code, we request that you fi le wi th this office a recorded original or certified copy of a Release of these tate 
Oil and Gas Leases along with a processing fee of$25.00 per document to be sent to the attention ofBeverly 
Boyd. 

You have 30 days from receipt 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 
30-day peri od, the mineral tile shall be endorsed " terminated." 

Any well on the 640 acres should be plugged and abandoned in accordance with Railroad Commission Rules 
and Regulations. The General Land Office wi ll actively oppose any action to avoid or postpone compliance 
with these requirements. 

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

Yours truly, 

~~~ 
Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475-1 579 
512-475-1543 (fax) 

C-JJ~ 

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

PosL Offici! Box 12873 • Austin, Texas 78711 -2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. tx. us 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
) ss 

COUNTY OF REEVES ) 

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

Exploration L1mited Partnership, whose address IS P 0 Box 18496, Oklahoma Cuy. 

Oklahoma. 73154-0496, does hereby release. rehnqu1sh and surrender all 1ts nghl, IItie 

and 1nterest in and to that certam 011 and Gas Lease located m Reeves County Texas, 

and descnbed as follows: 

LESSOR: 

LESSEE 
DATE. 
RECORDED: 
DESCRIPTION: 

STATE LEASE #: 

State of Texas. act1ng by and through 1ts agent, H-S Minerals and 
Realty, Ltd , By· RC Starr, LLC, General Partner, By Cydney H 
Shepard, Pres1dent 
Chesapeake Exploration L1m1ted Partnership 
January 22, 2007 
Vol. 766, Pg. 336. Entry 2564 
Block 45, Pubhc School Land Survey, A-3655 
Sect1on 2. All 
MF1 05575 

IN WITNESS WHEREOF. the undersigned owner and Lessee has s1gned lh1s 

1nstrumentth1s I 0{\t) day of M(UC \3 . 2010 

CHESAPEAKE EXPLORATION, L LC . 
an Oklahoma hm1ted ha l1ty company 

By. ----r-=--~------.ifi01Z-~ 
c:_ 

j<?r 
STATE OF OKLAHOMA 

ss 
COUNTY OF OKLAHOMA 

Th1s Instrument was acknowledged before me on th1s J.o±h day of 
1\J\(Ut 011 , 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 hab1lity 
company 

My CommiSSIOn Exp1res OCl~'Z.R f \I 
CommiSSIOn Number· C\1 00 1 

W IJ'etm'a"_Suu!l;\levescy\Rele..ses\TX2330028-006 doc 

FILE #_,1.._.1""'8""0 _ _ 

CL\U_Y.~W:V3 
Notary Pubhc 

FILED FOR RECORD ON THE 12TH DAY OF APRIL ·o --=::..::.::=-----·A.D . 2 10 4; 26 P H. 

APRIL A.D. 2010 9:00 A M. 

DIANNE 0. YLOREZ, COUNTY CLEIUC 
REEVES COUNTY , TEXAS 

True and Correct 
copy of 

Original filed in 
Reeves Co n 

r.lerk!=i u 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng is a full, true and correct photographiC copy of the 
ong1nal record now in my lawful custody and possession, as the jaJlle is 
filed/recorded 111 the publ1c records of my office, found 1n VOL ~ 
PAGE 302 THAU XXXXX OFFICitf: :CJrnLIC 

•~"'~ lherebycertJfiedon _Q_4/19J~QlO 
• . !!' . 

~~~E~ 

... .. 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
) ss 

COUNTY OF REEVES ) 

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 Reeves County, Texas, 

and described as follows: 

LESSOR: 

LESSEE: 
DATE: 
RECORDED: 
DESCRIPTION: 

STATE LEASE#: 

State of Texas, acting by and through its agent, Dorothy Jean 
Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy 
Puff Jones Trust 
Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 769, Pg. 105 
Block 45, Public School Land Survey, A-3655 
Section 2: All 
MF105575 

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

instrument this lO~ day of Mo.rc\1 , 2010 

CHESAPEAKE EXPLORATION, LLC., 
an Oklahoma limited liab~ity company 

~ - ~ 
By: ~--~/~--~--~~~~~--------~~-- ' ' ' 

Henry J. Hood, Senior Vice President-
Land and Legal & General Counsel (ih c.-

~ 
STATE OF OKLAHOMA 

ss: 
COUNTY OF OKLAHOMA 

This instrument was acknowledged before me on this JQrn day of 
M O.!lh , 2010, by Henry J . Hood, as Senior Vtce President - Land and Legal 

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

My Commission Expires: Qq~1~/[ \ 
Commission Number: C>J OO ~I 

W IPermtan_Southllevesc:y\ReleasesiTX2330028-003 doc 

Wuu ~{4AAArfc 
Notary Pub~ 

PAGE 

FTLE I I I 75 

00 I'RlMSIOif 11£1!£111 I'IHOI RESTRICfS TllC SAtE, ROOAI., 
011 US£ Of Iff£ OfSC!;UI(D REAl FI!OPER'TY &".J.USE Of COUlR 
0!1 RAe( IS lliVAUO Nf1J ~.cu.BIE UIIOOI rtDEIAl 
I.Aif 

FILED FOR RECORD ON THE l2TB DAY OF 

D~~~RDED lr l~l 1~ DAY OF 

sUlj.\) .l o43W ~ 1 A ) , DEPUTY 

APRIL A . D. 2010 4 : 26 p K . 

APRIL A.D. 2010 9:00 M. 

0 [ANNE 0 . FLOREZ , COUNTY CLERK 
REEVES COUNTY , TEXAS 

rue and Correct 
copy of 

o~iginal filed n 
Reev"'s Co 

297 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg 1s a full, true and correct photographiC copy of the 
ongillal record roN in my lawful rustody and possess•on. as 111~ ?r 1s 
fi'edirecorded 111 the pub~c records ol M~d~ 'i9tJ~ 
PAGE ___l!rl THRU XXXXX . RECORDS 

.•'~"' I hereby cerlified on __j)4/19 j 201 0 __ .. . ~':..'-

{~ ·if£~ DIANNE 0. FLOREZ, COUNTY CLERK 

: ~~cyu~NTYS d 
'~~D·1 tO,_A..? DEPUTY 

DAL INDO 

--



- ' . 

April 29, 2010 

VIA OVERNIGHT COURIER 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress Ave. 
Suite 935 
Austin, Texas 78701 -1495 

Re: Filing of Release of Leases 
16 Leases 
Reeves County, Texas 

Dear Ms. Boyd: 

Rebecca Yo ung 
Asststant I andman 

Enclosed please find certified copies of recorded Release of Oil and Gas Leases 
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C. 
desires to file these Releases with the General Land Office. 

Also enclosed is Chesapeake's check number 1279657 in the amount of $400.00 
which represents the required filing fee of $25.00 per state lease ($25.00 X 16 state 
leases= $400.00). 

Should you have any questions in th is regard , please ca ll me at (405) 935-4344. 

Sincerely, 

apeake Exploration, L.L.C. 

Ree~~FlJ 
sistant Landman 

Enclosures 

Chc apcakc Energy Corpora tion 
P.O. Box 18496 • Oklahoma Cit)', OK 73 1 54-0496 • 6100 N. Wesrern Avenue • Okl:!homa Cit)', OK 73 118 

405.935.4344 • fax 405.935.4251 • bccky.young@chk.com 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 

COUNTY OF REEVES 
) ss 
) 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger lo Chesapeake 

Exploration L1m1ted Partnership, whose address IS P. 0 . Box 18496, Oklahoma C1ty. 

Oklahoma, 73154-0496, does hereby release. rehnqu1sh and surrender all 1ts nght. IItie 

and interest 1n and to that certa1n Oil and Gas Lease located in Reeves County, Texas . 

and described as follows: 

LESSOR· 

LESSEE. 
DATE· 
RECORDED: 
DESCRIPTION: 

STATE LEASE#: 

State of Texas. act1ng by and through its agent. Hill Trusts. agent for 
the MSW Revocable Trust. MichaelS Waltnp, Trustee, MLH 
Revocable Trust, Margery L Hanna, Trustee and rvaltrip Manta I 
Trust, Kenneth Waltnp, Trustee )(J 
Chesapeake Exploration Lim1ted Partnership 
January 22. 2007 
Vol. 766, Pg. 259, Entry 2557 
Block 45, Public School Land Survey, A-3655 
Section 2: All 
MF105575 

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed th1s 

Instrument this I Oht day of M {UGh , 2010 

CHESAPEAKE EXPLO~ION , L.L C . 
an Oklahoma limited _!i!b11ity company 

~ / 
By ~/ 

STATE OF OKLAHOMA ) 
) ss 

COUNTY OF OKLAHOMA ) 

Henry J Hood, Sen1or V1ce President ­
Land and Legal & General Counsel 

Th1s 1nstrument was acknowledged before me on this J.6:t1, day of 
_M_OJ.rl/fl , 2010, by Henry J. Hood, as Semor V1ce President - Land and Legal 
& General Counsel of Chesapeake Exploration, L.L.C. on behalf of said lim1ted liab1111y 

company. ~'iJ1w:£8S 
Notary Public 

My Comm1ss1on Exp1res: O:t(CS /I I 
CommiSSIOn Number: qJ ()0 \ B \ 
W IPerrrllan_SouthllevescyiReleasesi TX2330028-004 doc 

FILE I I 376 

YILRD FOi. JW:OiD 011 THE 30TH DAY OF_.aA..._P...,.R..~..T.LlL _____ .&.D. 2010 1; 16 p M. 

~ED~~ 5TBT DAY OF___,MA=Y~-------'&.0. 2010 9:00 A M. 

nuJl .li}_'Yf~~u Cb' ),DEPUTY DWIVE 0. FLOIW, COUMTY CL.E..U 
i.EXVIIS COIDITY , TEXAS 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoing is a full, true and correct photographic copy of the 
original record now in my lawful custody and possesston, as the same is 
filed/recorded in the pubfic records of my office, found in VOL ....8!i2., 
PAGE 4 72 THRU XXXX . OFF~lml)HBLIC 

,.,~., I hereby certified on __ 05 / 06 /201 0 __ 
l?~ ~;\ 

f::: ' %.1 DIANNE 0 . FLOREZ, COUNTY CLERK 

~ jR~CO , T ~ ~~~~~ ' 
~wB~ EPUTY 

• 

•• 
•• 

• ••• • 
• 
• •• • . .. ·• . •• 

•• • • 

• 
• •• 



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 
MF 108253, Section 8, Block 57, PSL Survey 
MF 108254, E/2, Section 31, Block 56, PSL Survey 
MF 108255, Section 44, Block 56, PSL Survey 
MF 105575, Section 2, Block 45, PSL Survey 
MF 105526, Section 14, Block 61 , Township 2, T&P RR Survey 
Reeves County, Texas 

Dear Ms. Boyd: 

Rebecca Young 
Asststant I..mdlllall 

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 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 
Enclosures 

Chesapeake Energy Corporation 
P.O. Box 18496 • Oklahoma Ctt)', OK 73 154-0496 • 6 100 . Wesrern Avenue • Oklahoma Ctt)", OK ~3 1 18 

405.935.4 344 • fax 405.93.5.425 1 • becky.young@chk.com 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
) ss 

COUNTY OF REEVES ) 

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 Reeves County. Texas . 

and described as follows: 

LESSOR: 

LESSEE. 
DATE: 
RECORDED: 
DESCRIPTION: 

STATE LEASE#: 

State of Texas, acting by and through its agent, Hill Investments. Ltd., 
By: Casody Enterprises, LLC, General Partner, By: Alan M. Hill . 
President 
Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 769, Pg. 127 
Block 45, Public School Land Survey, A-3655 
Section 2: All 
MF105575 

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

instrument this I D{b day of [\!'OJ G Vl . 2010 

CHESAPEAKE EXPLORATION, L.L.C., 
an Oklahoma limited liability'tompany 

./"' 7 
By: ~--, ~ 

Henry J. HoO<f...Senior Vice President - 7 

land and Legal & General Counsel Gi) t::_ 

~ 
STATE OF OKLAHOMA 

ss: 
COUNTY OF OKLAHOMA 

This instrument was acknowledged before me on this J.ru::h day of 
f\1\(Mt <ln , 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 liabilrty 
company. b~ 

My Commission Expires: Qq /19J) \ 
Commission Number: C>l 0 0 9 I \ 

W IPermoan_SoulhlleV6cy\Releases\TX2330028-007 doc 

FILE I 1389 

Notary Public 

1tKt I'IIOI'1SIOII HD£11 wtiOIIIESTltlm 11£ W(.IIMM., 
011 USl If r~~t: D£SCR!BOl RUt I'IO'fm ~~ 111 caca 
08 W( IS 111'«.10 MID UIIEJifOP.IV&E 1110 fUUIIol 
1M 

FILED FOR RECORD ON THE 30TH DAY OF_..:.AP=..::.RI= L::.._ ____ A.D. 1010 1:17 p K. 

D~~~ O~i~TBT DAY OF __ MA_ Y ______ A . D. 201 0 9:00 A K . 

u.1.1JJ1~ufi~k_J>EPUTY DWOO: 0. YLOR.EZ , COUNTY CLKRI 
REEVES COUNTY, TKIAS 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego,ng IS a full, true and correct photograph1c copy of the 
ong,nal record now 10 my lawful custody and posseSSIOil, as the same IS 

filedr~~ 111 the ~s of~· ''f~TIIl VOL. 842. 
PAGE~ THRU . Ctttd)lllffiTC 
~-{"E"'•_::.,., I hereby certified on __ 5 i 6 / 20 10 

.. ~'?. .~ "&·~~ 
{::: t\ DIANNE 0. FLOREZ, COUNTY CLERK 

\~ ~ ~~RE~rr.:!U. ~ ~ 
~ BY~J.Q/bw>UTY 

, •• ,., . 

., ... 
• • •• •• 
• •••••• • .. 

•• • • •• • • . . .. • • • •• • 

•• • • • • • • •• 



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 5 Release of Leases 
:. MF 108252, Section 5, Block 57, PSL Survey 

MF 108253, W2, Section 8, Block 57, PSL Survey 
MF 108254, E/2, Section 31, Block 56 , PSL Survey 
MF 108255, Section 44, Block 56, PSL Survey 
MF 105575, Section 2, Block 45, PSL Survey 
Reeves County, Texas 

Dear Ms. Boyd: 

Rebecca Young 
Asszstam Landman 

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 1295821 in the amount of $125.00 
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, 

~!oration, L.L.C. 

R ecca Youn~ ~r 
ssistant Land~ ' 

Enclosures 

Chesapeake Energy orporation 
P.O. Box 18496 • Oklahoma C~ry, OK -3 154-0496 • 6 100 N. Western Avenue • Oklahoma C1ty, OK 71118 

405.935.4344 • fax 405.935.425 1 • hecky.young@chk.com 
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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 5 Release of Leases 
MF 108252, Section 5, Block 57, PSL Survey 
MF 108253, W2, Section 8, Block 57, PSL Survey 
MF 108254, E/2, Section 31 , Block 56, PSL Survey 
MF 108255, Section 44, Block 56, PSL Survey 
MF 105575, Section 2, Block 45, PSL Survey 
Reeves County, Texas 

Dear Ms. Boyd: 

Rebecca Young 
Asslsf,wt I ,wdlllu/1 

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 1295821 in the amount of $125.00 
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, 

s~loration , L.L.C. 

R ecca Youn~ ~r 
ssistant Land~ 

1 

Enclosures 

Chc apcakc Fncrgy Corporation 
P.O. Bo\ 18-1 96 • Oklahoma C1rv, OK ~3 1 )-1-0496 • 6 I 00 \.. \\c,tcrn Avenue • Oklahoma Ciry, 0 " -3 1 Pl 

405.93.5.4.144 • fa, 405.935.4.2) I • hctky.voung((>thl...o.:om 
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Chesapeake Operating, Inc. 

0 08019 TX GENERA L LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

386764 05/ 18/10 05 18 10C 

10708044 No. 1295821 

DESCRIPTION OR NET AMOUNT 
GROSS A MOUNT DISCOUNT 

BALMORHEA PROSP REC FEE v 125.00 

I J {p 

Total for check $125.00 
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