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APPUCANT 
AGREEMENT 

APPUCANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

State Lease Number 

M-7 (){;~0 
For GLO Use Ontv 

APRIL 4, 2006 

MINERAL LEASE BID APPLICATION 

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

Name: Chalfant Properties Inc 

Address: PO Box 3123 

Cjty: Midland State: TX Zip : 79702 
( Include +4 Code} 

Telephone: (432) 684-9819 

County(ies) : Culberson/ Reeves Survey/Area : Public School Land 
(I f Applicable) 

Block/Tsp.: 45 Section/Tract: 10 Acres : 640.0 
(If Applicable) 

(A) Bonus Amount ($)208.000.00 

Two Hundred Eight Thousand and 00/ 100 
(type/print above) 

(B) Sales Fee Amount ($)3.120.00 

Three Thousand One Hundred Twenty and 00/100 
(type/print above) 

This Sales Fee is 1 Y2% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

---------------- ------------------------------- ----------------------- ---· 
MGL. NO. 

5 

STATE OF TEXAS 
TAXI.D. # 

SIGNATURE OF 
AGENT 

APPUCANT NAME BONUS AMOUNT ONLY (A) 
(Do Not include sales fee) 

Chalfant Properties Inc. _______ \./11208.000.00 °6'0&-;'
7 

(same as above) f4' U'< 

S'_; 

William A. Chalfant 
(type/ print name) 
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Lease Form 
Revind I 0199 
Sun•eyed chool Land 

~ustin, 'Qtexas 

O IL AND GAS LEA E 
NO. i\1· 106300 

W II EREA . pursuant to the Texas Natural Resources Code Chapters 32, 33, Sl, and Chapter 52, Sulx:haptcrs A·D and II, (satd Code lx:mg hcrcmaficr referred 10 as NRC.), and subJect to all 
rules and regulations promulgated by the Commissioner of the General Land Office and'or the School Land Board pursuant thereto. and all other applicable sututes and amendmentS 10 said 
N.R.C .. the foiiO\\Ing area, IO·WII 

SECTIO 10, OLO K ~S, P OLI C C HOOL LA 0 RVEY, C LOER ON & REEVE CO NTIES, TEXA , CO, TA IN I G APPROXIMATELY 6-10 ACRES, A 110 \\'N 
ON T H E O FFIC IAL i\IAP O F CULOERSON & REEVES CO NTIE , T EX.\ NOW ON I' I LE I T il E TEXA GENERAL LAND OFFICE, A Tl , TEXA , 

was, aficr lx:mg duly adventsed, offered for lease on the ~ ·· day of April, 2006, at 10.00 o'clock an~. by the Comnusstoner of the General Land Office o f the Sutc ofTeus and the School Land 
Board of the Sutc ofTeus, for the sole and only purpose of prospecting and dnlling for, and producmg otl and/or gas that may be found and produced from the above dcscnbed area, and 

W IIER EA • a ncr a ll bids and remiuances which \\ere rcceh·ed up 10 satd ume have lx:en duly COt!>tdercd by the Col1ll111Sstoner of the General Land Office and the School Land Board at a 
regular meeung thercofm the General Land Office, on !he 4 '" day of April, 2006. heremaficr the "clfecuve date" and 11 was foWld and deterrruned that C IIALFANT l'ltOPERTI E INC whose 
address ts 1' .0 . IJOX 3123, ~liD LA 0 , TEXAS 79702 had offered the highcstand lx:st btd for a lease o f the area above described and is. therefore, enlllled 10 recel\e •lease !hereon 

OW, T II EREFORE, I, Jerry E. Patterson. Commissioner of the General Land Office of the Sute of Texas, heremafier somcumcs referred 10 as "Lessor," whose address tS Ausun. Texas, by 
vinuc of the autho rity vested in me and m consideration of the payment by the hcremaficr destgnated lessee, the sum ofT\\O H undred Eight Thousand And 00/100 Dollors (S208,000.00), 
receipt of which is hereby acknowledged and of !he royalties, covenantS, supulauons and condntons eontamed and hereby agreed 10 be patd, oboerved and perfonncd by Lessee, do hereby 
dtmist. gran~ lease and let umo the above mentioned bidder !he ex.clusl\-c ngh110 prospect for, produce and !Jke otl andor gas from !he aforesatd area upon !he fo llo\\tng terms and conditions, 
(Q-IIil. 

I. RESERVATION: There IS hereby ncepted and reserved to Lessor !he full use of the propeny co,ered hereby and all nght.> wtlh respect to the surface and subsurface thereof for any and 
all purposes e"epl those gnntcd and 10 the extent herem granted to Lessee, together" tlh !he nghts of mgrcss and egress and use of saul land> b)· Lessor and tiS nunerallessees, for purposes of 
e<plonng for and producmg !he mmenls whteh arc not cO\ered, or "hteh may not be co,ercd m the future, under the terms of !his lease, but "hi<h may be located "llhtn the surface boWldaries 
of the leased area. All of the rightS in and to the leased premises retamed by Lessor and all of !he nght.> m and 10 the leased prcrruses granted 10 Lessee herem shall be exerciSed m such a manner 
that neither shall unduly mtcrfere w11h !he operations of !he other. 

2. TERi\1 SubJeCI IO the other pro,isions hereof, this lease shalllx: for a ltmt of n,. (5) )tars from the effectl\e date hercof(herem calltd "pnnnry term") and as long lhereafitr as otl or 
gas IS produced m paytng quantiuts from said area. 

3. OELA Y RE TALS: If no \\cll is commenced on !he land hereby leased on or lx:fort the annl\crsary date of this ltasc, this lease shallterrrunale as 10 bolh panics unltss !he Lessee on or 
before satd date shall pay or tender 10 !he Commissioner of the General Land Onice of the Stale o l Tetas at Ausun, Tetas, !he amowu spectficd 111 the folio" mg schcdult multtphed by the 
nwnber of acres in the premtses, which shall opente as a renul and cover the pn,11egc o f defcmng the commenccmem of a "ell for m e h e ( 12) months from satd date. In hke manner and upon 
payments or tenders of anlOWliS set out in the following schedule, !he conuncncernenl of a "ellnny be funher deferred for a like period oft he satnc nwnber of months 

Annivmarv Date Delay Rental per 1\ crc 
First S S.OO 
Second S S.OO 
Titird S2S.OO 
Founh $25.00 

-1. I' ROO CTION ROYAL T IES: Subject to the provisions for royalty rcducuons set out m subparagraph (E) oftlus paragnph 4, upon producuon ofotl and/or gas, the Lessee agrees 10 pay 
or cause 10 be patd 10 the Comnussioner of the General Land OOicc m Ausun, Tc'as. for the usc and bene lit o lthe Stale ofTe,as, dunng the tcnn hereof 

(A) O IL' As a royalty on oil, which ts defined as including all hydrocarbons produced 111 a hqutd fonn at !he mouth of !he well and also all condensate, distillate, and other liqwd 
hydrocarbons recovered from otl or gas rW1 through a separator or other equipmcn~ as heremafier pro,ided, II~ pan of !he gross production or !he market \'3lue !hereof, at the option of !he 
Lessor, such ,.,luc 10 be determtncd by I) !he highest posted price. plus prcmtum if any, o ffered or paid for oil , condensate. dis tillate, or other liquid hydrocarbons, rcspecu,cly, of a hkt type and 
gnvuy in !he general area "here produced and when run, or 2) !he highest market pnce thereof offered or patd m !he general area "here produced and "hen rWl, or 3) !he gross proceeds o f !he 
sale thereo f, whtchcver is !he greater. Lessee agrees !hat before any gas produced from the land hereby leased IS sold. used or processed m a plant. 11 wtll be rW1 free of cost to Lessor through an 
adequate oil and gJS scpantor of convenltonal type or other equtpmenl at least as effictentto !he end that all hqwd hydrocarbons reco,·erable from the gJS by such means wtll be recovered Upon 
wnuen consent of Lessor, the requirement !hat such gas be rW1 through such a separator or other equtpmem may be "atved upon such terms and condinons as prescribed by Lessor 

(B) 'ON-PROC ES ED GA · As a royalty on any gas (includmg Oared gas), "htch IS defmed os all hydrocarbons and gaseous subslat1CCS not defined os Otl 111 subparagraph (A) abo• e. 
produced from any "ell on said land (except as pro,ided herein wilh rcspec110 gas processed 111 a plam for the exlr:lcuon of gasohnc, hqwd hydrocarbons or other productS) t /4 pan of !he gross 
production or !he nnrket \'3lue thereof, at !he option of the Lessor. such \'3lue to be based on the htghesl market price patd or offered for gas of C01t1'anble quahty 111 !he general area where 
produced and when rWl, or !he gross pnce paid or offered 10 !he producer, whichever is greater pro>ided !hat !he maximum pressure base in measwing !he gas Wldcr !hiS lease conlr:lct shall not at 
any lime exceed 14 65 poWlds per square tnch absolute, and !he sundard base ten1JCralure shall be snty (60) d<grces Fahrenhet~ correcnon 10 be made for pressure aceordmg to Oo)le's Law, 
and for specific gravity according to test made by the Balance Method or by the most appro,ed method oftcsung being used by !he indusuy at !he ume of testing. 



(C) PROCESSED GAS: As a royally on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 pan of the residue gas and the 
liquid hydrocarbons extracted or the market \'alue thereof, at the option oft he Lessor. All royalties due herein shall be based on one hWldred percent (I 00%) of the total plant production of residue 
gas attributable to gas produced from this lease, and on fifty percent (SO%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate} owns an 
interest, tlten the percentage applicable to liquid hydrocarbons shall be fifty percent (50%} or the highest percent accruing to a third pany processing gas through such plant under a processing 
agreement negotiated at amiS' length (or if there is no such third pany, 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 hydrocarbotiS shall be detemtined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price paid or offered for such residue gas (or the weighted a\·crage gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no 
event. however. shall the royalties payable Wldcr this paragraph be less than the royalties which would ha' e been due had tlte gas not been processed. 

(D) OTHER PROD CT : As a royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casmghead," "dry" or any other gas, by fractionating, burning or any other processing. 114 pan of gross production of such products. or the market value thereof. at the option of Lessor, such 
market value to be detemtincd as follo\\s: 

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

(E) VARIABLE ROYA L TV: (i) Subject to the other pro,isions of this lease, it is hereby provided that in the event production in paying quantities is established pursuamto tlte temts of 
this lease and such production is brought on line and sales thereof are commenced within eighteen ( IS} months of the effective date hereof, the royal ty rate provided herein shall be reduced to 
20•, •. and shall apply to each subsequent well drilled and produced on the land co,·cred by this lease. Provided that, if during such eighteen (18} month term during which Lessee m:1y eam a 
reduced royalty rate of 20~. as herein provided. Lessee should dnllm good faith and complete the first "ell as a dry hole on the land covered by thts lease, Lessee may receive a three (3) month 
extension of the temt in wh1ch to earn a reduced royalty rate by giving notice to the Comntissioner of the General Land Office, commencing dri ll ing operations on an additional well prior to the 
exp1ration of such three (3) month period and prosecuting diligently and in good fauh the dolling of such additional well and completing same so that production in paying quamities is established 
and so that such production is brought on hne and sales t11ereofarc commenced prior to the expiration of such tltree (3) month extension period. 

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

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be wtthout deduction for the cost of producing, transponing. and othcmisc making the oil. 
gas and other products produced hereWJder ready for sale or use. 

(G) ROYALTY IN KINO: Notwithstanding anything contained herein to the contrary, Lessor may. at its option, upon not less than 60 days notice to Lessee, require at any time or from 
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind wllhout deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressing. processing. transporting and otherwise m:~king the oil, gas and other products produced hereunder ready for sale or usc. Lesso~s right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations. whether express or implied, under tltis lease. 

( li) PLA 'T FUEL A D RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proponionatc share of any fuel used to process gas produced herew1der 
in any processing plant Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office. Lessee may recycle gas 
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled Wltil such time as the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty pro,isions of this lease. 

(I) i\IINii\I Ui'\1 ROYAL T V: Dunng any year after the c<puanon of the primaf) tcm1 of this lease. ifthts lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anni,•ersary date of this lease a swn equal to SS.OO per 
acre less the anlOWll of royalties paid during the preceding year. 

(J) i\IARGINAL PRODUCTIO ROYA LTY: Upon Lessee's 1\rittcn application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the ntinimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must 
conform to the requirements of any School Land Board administrative rules on this subject Royalty may not be reduced below the applicable statutory ntinimum 

S. ROYAL TV PA W>l ENTS AN D REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin. Texas, in the folio" ing manner. 
Payment of royalty on production of oil and gas shall be as pro,,dcd in the rules set fonlt in the Texas Register. Rules currently provtde that royalty on oil is due and must be received in the 

General Land Office on or before the 5th day of the second n10nth 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 n10nth of producuon, accompanied by the affidavit of the owner, manager or other authorized agen~ completed in the form and manner prescribed by 
the General Land Office and showing the gross amoWlt 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 repons 
confimung 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 repons or records which the General Land Office may require 10 verify the gross production, disposition and market value. In 
all cases the authority of a manager or agent to act for the Lessee herein must be filed in tlte General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, sununary 
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 thiny (30) days after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, wltichevcr is greater. A royalty payment which is over thiny (30) days late shall accrue a penalty of IO'Vo 
of the royalty due or $25.00 whichever is greater. In addition to a penalty. royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days o'erdue. Affidavits and supponing documents "hich are not filed "hen due shall incur a penalty in an amount set by the General Land Office adntinistrati,·c rule which is effective on tltc 
date when the affidavits or supponing documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescnbed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to prolubit the State's right of forfeiture as pro\ided by law nor act to postpone the date on which royalties were originally due. The 
above penalty pro,isions shall not apply in cases of title dispute as to the State's portion of the royalty or to that ponion of the royalty in dispute as to fair market value. 

6. (A) RESERVES, CONTRACT AND OTHER RECORDS: Lessee shall annually furnish the Conunissioner 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 w1der which gas is sold or processed and all subsequent agrce1nents and 
atnendments to such contracts within thiny (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 otlterwise autl10rized by Lessee. All other contracts and records pcnaining to the production, transponation, 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 exantination by the Conunissioner of the General Land Office, the Attorney General, the Govemor, or the representative of any oftltem. 

(0) DRILLING RECORDS: Written notice of all operations on this lease shall be subntitted to the Comntissioner of the General Land Office by Lessee or operator five (5) days before spud 
date, workover, re-<:ntry, temporary abandonment or plug and abandorunent of any well or wells. Such wrinen notice to the General Land Office shall include copies of Railroad Comntission 
fomtS for application to drill. Copies of well tests. completion repons and plugging repons shall be supplied to the General Land Office at the time they arc filed witlt the Texas Railroad 
Conunission. Lessee shall supply the General Land Office with any records, memoranda, accoWJts, repons, cuttings and cores, or other infomtation relative to the operation of the above-described 
premises, which ntay be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above descnbed premises and shall transntita true copy of the log of each survey on each well to the 
General Land omce within fifteen ( IS} days after the making of said survey. 
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(C) PENAL TIE : Lessee shall incur a penalty whenever reportS. documents or other nutenals are not filed m the General land Office when due The penally for late fihng shall be set by 
the Gencralland Office admimStraii\C rule which is effecth·e on the date when the materials "ere due 10 the General land Office. 

7. RETA INED ACREAGE: NOt\\lthslllndmg any pro,-ision orthiS lease to the contrary. after a well producmg or capable ofproducmg ool or gas has been COit1lleted on the leased premises, 
lessee shall exercise the dohgence of a reasonably prudent operator on dnlhng such add mona I well or wells as nuy be reasonably necessary for the proper de,elopment of the leased prmuses and 
in marketmg the production thereon 

(A) VERTICAL. In the e\ent thos lease is in force and effect two (2) years after the e'poratlon dare of the primary or e"ended rem11t shall then renmnare as to all of the leased premises. 
EXCEPT {I) 40 acres surroundmg each oil well capable of producing in payong quantities and 320 acres surroundmg each gas well capable ofproducong on pay10g quantities (includmg a shut· in 
ool or gas well as provided 10 Paragraph II hereof), or a well upon which Lessee is then engaged 10 cont10uous drilling or reworking operations. or (2) the number of acres n1Ciuded m a produc10g 
pooled unit pursuant to Natural Resources Code Sections 52. 151·52. 153, or (3) such greater or lesser number of acres as may then be allocated for production purposes 10 a proratoon unit for each 
such producing well under the rules and regulations of the Railroad Conunission of Texas. or any successor agency. or other govemmcnllll aurhonty having JUrisdoctlon With on 90 days of a 
partialrcnnination of this lease in accordance with this subparagraph and upon payment of the mnumum fihng fcc set by General land Office rules in effect at the time of the partoalrcmlinauon. 
Lessee shall have the righr ro obum a surface lease for ingress and egress on and across the remnnared portoon of the leased premises as may be reasonably necessary for the conunued operation of 
the portions of the lease renuining on force and effect If Lessee faols to apply for a surface lease wothm the 90 day period specofied above, Lessee nuy apply for a surface lease from the land 
Office. but the I and Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease 

(B) HOR IZONTAL In the event this lease is in force and effect two (2) ~urs after the exptrauon date of the pnmary or extended rem1o1 stwll further temtinate as to all depths below 100 
feet below the roul depth dnlled (heremafter "deeper depths") in each well located on acreage reumed on Paragraph 7 (A) abo\e, unless on or before two (2) years after the pnmary or e"ended 
rem> Lessee pays an amount equal to one·half(t 2) of the bonus ongonally paod as consodcrauon for thos lease (as specofied on page I hereof). If such amount os paod. thos lease shall be 111 foree 
and effect as ro such deeper depths. and said tenrtinarion shall be delayed for an addouonal penod of two (2) )Cars and so long thereafter as oil or gas IS produced on payong quanuues from such 
deeper depths co,cred by thos lease. 

(C) IDENTIFICATION A D Fl LING: The surface acreage retained hereunder as 10 each well shall. as nearly as pracucal, be on the fonn of a square "oth the well located on the center 
thereof, or such other shape as nuy be approved by the School land Board. \V1thm thony (30) days after partialtennonation of this lease as provided herem. Lcs~e shall execute and record a 
release or releases contaimng a satis factory legal description of the acreage an<Lor depths not reramed hcrcw>der. The recorded rclea~. or a ccnofied copy of same, shall be filed on the General 
Land Office. accompanied by the filing fee prescribed by the General land Office rules 111 effect on the date the release is filed. If Lessee faols or refuses lO e~ecure and record such release or 
relea~s within ninety (90) days after being requested to do so by the General land Office. then the Conunossioner at his sole discretion may desognate by wrinen onstrument the acreage and/or 
depths robe released herew1der and record such onstrument at Lessee's expense in the county or eounues "here the lease is located and m the official records of the General land Office and such 
designation shall be binding upon Lessee for all purposes. If at any rime after the effectrve date of the panoaltenrtination provosoons hereof, the applicable field rules are changed or the well or 
wells located thereon are reclassified so that less acreage is thereafter allocated to saod well or wells for producuon purposes. thos lease shall thereupon rem1maoe as to all acreage not thereafter 
allocated 10 saod well or wells for production purposes. 

8. OFFSET WELL : lfoolandlor gas should be produced in commereoal quanuues from a well located on land pri,-arely owned or on State land leased at a lesser royalty, whoch well IS within 
one thousand (I ,000) feet of the area mcluded herein. or which well is drammg the area covered by thos lease. the Lessee shall. "llhm suny (60) da)"S after such mltial producuon from the drammg 
well or the well located within one thousand (1.000) feet from the area covered by thos lease begm in good faoth and prosecute diligently the drilling of an offset well on the area covered by this 
lease. and such offset "ell shall be dolled to such depth as may be necessary to prevent the undue dramage of the area co' ered by this lease, and the Lessee. manager or driller shall usc all means 
necessary in a good faoth effort to make such offset well produce ool and/or gas m conunereial quanuues. Only upon the detcmnnation of the Comnnssioner and woth his wnnen approval. may the 
payoncnt of a compensatory royalty satisfy the obligation to dnll an offset "ell or wells requored w1der thos Paragraph. 

9. DRY II OLE/CE ATION OF PRODUCTION DURI NG PRI ~ IARY TERJ\ 1: If. during the primary tenn hereof and prior to discovery and production ofool or gas on saod land, Lessee 
should drill a dry hole or holes thereon. or if during the primary renn hereof and after the doscovery and actual production of oil or gas from the lea~d 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 dare of completion of said dry hole or cessation of production Lessee conunences 
additional dnlling or reworking operations thereon, or pays or renders the next annual delay rental on the same manner as pro'1ded in this lease. If, dunng the last year of the pnnury renn or 
within sixty (60) days prior rh.rcto. a dry hole be completed and abandoned. or the producuon of ool or gas should cease for any cause. Lessee's nghts shall remam m full forte and effect without 
further operauons unul the exporarion of the primary temo; and if Lessee has not resumed production m paying quantiues at the exporauon of ti1C pnn\1ry renn. Lessee may mamuon thiS lease by 
conducting additional dnlhng or reworl.mg operations pursuant to Paragraph 10. usmg the e'porauon of the pnnury tenn as the date of cessauon of production under Paragraph I 0. Should the 
first well or any subsequent well drilled on the above described land be COIT1>1cred as a shut·m ool or gas \\ell "lthm the pnmary tem1 hereof, Lessee nuy resume payment of the annual rental on 
~oe same noanner as provided hereon on or before the renul paying date follow ong the cxporauon of soxty (60) days from the dare of COIT1>1euon of such shuHn ool or gas well and upon the failure lO 
make such payment. thos lease shallopso facto tenrtinare. If at the c~pirauon of the pnmary rcnn or any time thereafter a shut·on ool or gas well is located on the leased prennscs payments may be 
made 111 accordance w 1th the shut·on pro' is ions hereof. 

10. CE SA TION, DRi l ll G, AND REWORKING: If, aftor the e~porauon of the pnmary tcnn. production of ool or gas from the leased premises. after once obtained. >hould cease from 
any cause. this lease shall not remnnare of Lessee conuncnces addorional dnlhng or re"or~ong operauons '"thon si"y (60) da)"S after such ccssauon. and thos lease shall remaon on full force and 
effect for so long as such operauons conunue in good faith and in workmanlil.e manner wothoutmrerruption. totlhng more than shty (60) days If such drilling or re"orkong operations result on 
the producuon of ool or gas. the lease shall remain in full forte and effect for so long as ool or gas IS produced from the leased premoses on P•> mg quanuues or p•yment of shuHn oil or gas "ell 
royalues or payment ofc01111Cnsarory royalties is made as provided hereon or as pro,ided by law. If the dnlhng or reworkong operauons result on the con1)letlon of a well as a dr)· hole. the lea~ 
will nor tenninate if the Lessee connnences additional drilling or reworking operations with on suny (60) days after the completion of the well as a dry hole. and this lease shall remam on effect so 
long as Lessee continues drilling or reworking operations in good faith and in a worknunhke noarmcr wllhour nuerrupuons touhng more than smy (60) days. Lessee shall gove wnnen notoce to 
the General land Office within thirty (30) days of any cessation of production. 

11 . Sit UT-I ROYAL Tl ES: For purposes of this paragraph, "well" means any well that has been assogned a well number by the suoe agency having Jurisdiction over the J>roducrion of oil 
and gas. If at any time after the expiration of the primary tcnn of a lease that. wuil being shut in, was being nuimained in force and effect. a well capable of producing oil or gas in paying 
qt•1ntities is located on the leased premises, but oil or gas is not being produced for lack of suouble production facilities or lack of a suitable market. then Lessee may pay as a shut-in ool or gas 
royally an amoulll eqt•1lto S I 0.00 per acre. but not less than S 1.200 a year for each well capable ofproducong ool or gas in paying quantities To be effecti•c, each inotial shut· in ool or gas royally 
must be paid on or before: (I) the exporauon of the primary tenn. (2) 60 days after the Lessee ceases to produce ool or gas from the leased premises. or (3) 60 days after Lessee COIT1>1eres a drilling 
or reworking openlllon in accordance with the lease pro,istons: whoche\'cr dare as latest If the shut·in otl or gas ro}-ahy is paid, the lease shall be considered to be a producong lease and the 
payment shall extend the renn of the lease for a period of one year from ~1e end of the pnmary tern\ or from the first day of the month followong the month on whoch productoon ceased. and, after 
that. of no suiuble production facohties or suiuble nurl<et for the oil or gas exosts. Lessee nuy e"end the lease for four more succcssl\·e periods of one (I) year by payong the same amount each 
year on or before the e'porauon of each shut·m )Car 

11. COM I'E ,\TORY ROYAL TI ES: If. during the period the lease os ~ept on effect by pa)mcnt of the shut-on ool or gas royalty. ool or gas IS sold and dehvered on pa)1ng quantiucs from a 
well located within one thousand ( 1.000) feet of the leased prenlises and COit1lletcd on the same producing resel'\·oor. or in any case on w hocb draonage IS occurnng, the right lO comonue 10 maonuon 
the lease by payong the shut·m oil or gas royally shall cease. but the lease shall remam effectl\e for the renuinder of the year for w.hoch the ro)-:thy has been paod The Lessee may mamlllon the 
lease for four more successive years by Lessee paying C01111Cnsal0ry royally at the royalty rate pro,ided on the lease of the 1113rl<et value of producuon from the w-ell causing the drainage or "hich 
is coll1>1eted in the same producing reservoir and within one thousand (I ,000) feet of the leased premoses. The C01111Cnsatory royally is lO be paid monthly to the Conunissooner begmning 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 draonage or that is co1111lered in the same producmg resel'\·oor and located within 
one thousand (1.000) feet of the leased prenlises; if the compensatory royally paod on any 12-monrh period is on an amount less than the annual shut-m 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; and none of these pro,isions will relieve Lessee of the obligatoon of reasonable de,•elopmem nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however. at the determination of the Commossioner, and with the Conmlissioner's wrincn approval, the payment of 
con"q>ensatory royalties shall satisfy the obligation to drill offset wells. CompeolSatory royally payments whoch are not timely paid will accrue penalty and interest in accordance with Paragraph S 
of this lease. 
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13. EXTENSIONS: If, at the e'ptrauon of the primary tenn of this lease, production of otl or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon 111 good fa ith and in a good and workmanlike manner, Lessee may, on or before the exptrauon of the primary term, file m the General Land Office wriuen applicauon to the Conmissioner 
of the General Land Office for a thtny (30) d:ty extension of this lease, acco"1lamed by payment of Three Thousand Dollars ($3,000.00) if I his lease covers six hundred fony (640) acres or less 
and Six Thousand Dollars (S6,000.00) if this lease covers more than six hundred fony (640) acres and the Conunissioner shall, in writing, extend this lease for a thiny (30) day period from and 
aner the expiration of the primary tenn and so long thereaner a.s oil or gas is produced in paying quanmies; provided funher, that Lessee may, so long as such drilhng operations are being 
conducted make like application and payment dtumg any thtny (30) day ""ended period for an additional "tension of thiny (30) d:tys and. upon receipt of such application and pa)ment, the 
Conunissioner shall. in wnting. agam extend this lease so that same shall remam in force for such adduional thtny (30) day penod and so long thereaner as otl or gas tS produced m paying 
quanlllies; pro,ided, ho"ever, that this lease shall not be "'tended for more than a total of three hundred mnety (390) days from and aner the expiration of the pnmary tenn unless production tn 
paying quanuues has been obtnned 

1~. USE OF WATER: RFAC E: Lessee shall ha'e the nghtto use \\ater produced on said land necessary for operations hereunder and solely upon the leased premises; pro,·ided. ho\\ ever, 
Lessee shall not use potable "ater or \\ater suttable for hvestocl.. or tmgauon pwposes for water Oood operauons wtlhout the pnor wnuen consent of Lessor SubJect to us obliganon to pay 
surface d:tn1:1ges, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for dolling and operating wells and transponmg and marl.eung the 
productton therefron\ such use to be conducted under conditions of least mjury to the surface of the land Lessee shall pay surface damages in an amount set by the General Land Office fcc 
schedule whtch IS eiTctll \C on the d:tte \\hen the activity requinng the payment of surface danuges occurs 

15. I'OLL TI0:-1: In developing this area. Lessee shall usc the highest degree of care and all proper safeguards 10 prevent pollution. Without limiting the forcgomg, pollution of coastal 
1\Ctlands, natural waterways. rivers and impounded wat.er shall be prevented by the use of com:umnent factliues sufficient to prevent spillage, seepage or growtd water comammation. In the event 
of polluuon. 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 priva1e propenies. 

(A) UPLANDS: Lessee shall build and nuintain fences arowtd tts slush, swnp, and dramagc ptts and tank baucrics so as 10 prolect livestock against loss. danuge or mjury; and upon 
completion or abandonmom of any \\ell or "ells, Lessee shall fi ll and level all slush pits and cellars and compl<toly clean up 1he drilling site of all rubbish thereon. 

(8) SUOI\IERGED LAND : No diScharge of solid waste or garbage shall be allo\\ed tnto State waters from any drilling or suppon vessels, production platfom\ crew or supply boat, 
barge, Jack-up rig or other equipment located on the leased area Solid wast< shall include but shall not be limited to containers. equipmom, rubbish. plastic. glass. and any other nun-=d• non­
biodegradable items. A sign must be displayod in a high traffic area on all ,·essels and manned platfom\S stating, "Discharge of any solid waste or garbage into State Waters from 'esse Is or 
platfom1S is strictly prohibit<d and may subject a State ofTe<as lease to forfeuure" Such statement shall be mleuering of at least I" in siz<. 

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

(0 ) PENAL TV: Failure to COI11llY "'tth the requirements of this provision may resultm the "'""mum penalty allo" ed b> law mcludmg forfeiture of the lease. Lesse• shall be liable for the 
d:tnuges c.1used b>· such fatlure and any costs and expenses incurred m cloanmg areas affected by the dtsehargcd \\aste. 

16. IDENTIFICATION 1\IARKERS: Lessee shall erec~ at a distance not to exceed t\locnty-fhe (25) feet from each \\ell on the premises CO\'ered by this lease, a leg~ble stgn on which shall 
be stated the name of the operator, the lease designation and the \\ell nunlber Where two or more \\ells on the same lease or where wells on two or more leases are connected to the same tank 
bauery. v.hethor by tndl\ idual now line connecuons direct tO the tank or tanks or by use of a muluple header system, each line bet\\een each well and such tank or heador shall be legibly identified 
at all times, eithor by a firml y auached tag or plate or an tdenuficatton properly panned on such hne at a dtstance not tO exceed three (3) fo<t from such tank or header connect10n Said stgns, tags, 
plates or other identification markers shall be maintained in a logibl< conditton throughout the term of this lease 

17. ASSIG ~ IE TS: The lease may be transferred at any time; pro,·ided. ho\\ever, that the liabtluy of the transferor to proporly discharge its obligation wtdcr the lease, including properly 
pluggmg abandoned "ells, removmg platfom1S or pipelines. or remedtauon of contammauon at dri ll suos shall pass to the trattSferee upon tho prior wriuen consent of the Commission<r of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial respottSibthly and may require a bond or other security. Alltrat1Sfers must refercnce the lease by the 
file number and must be recorded m the county" here the area is located.. and the recorded transfer or a copy centfiod to by the County Clerk of tho county where the trans forts recorded must be 
filed m the Goneral Land Office withm ninety (90) d:tys of the execution d:tte, as pro•ided by N R.C. Secuon 52 026. accompanied by the fil ing fee prescnbed by the Goneral Land Office rules in 
oiTect on the d:tte of rec<ipt by the General Land Office of such transfer or cemfied copy thereof. Evory transferee shall succeed to all rights and be subject 10 all obligations, liabtloties. and 
penalues O\\ed to the Stat< by the ongmallessee or any prior transferee of the lease, includmg any habihues to the state for unpaid royalues. 

18. RELEA ES: Lessoc nuy rchnquish the rights granted hercunder to the State at any umc by rccording tho rclinqutshment in the county where this area is situated and lihng the recorded 
relinqutshmem or cenified copy of same in the General Land Office wttlun nmcty (90) days after tts execuuon accompanied by the filing fee prescribed by the General Land Office rules in ciTect 
on the date of receipt by the General Land Office of such relinquishment or centfied copy thereof. Such r<linquishmelll will not hnvc the ciTect of releasing Lessee from any liability theretofore 
acentcd in fa vor of the State 

19. Ll E : In accordanco "uh N R.C. Section 52. I 36. the State shall ha,·e a first I ten upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty 
and o~ter sums of money that may become duo under this lease. By acceptant< of this lease. Lessee grants the State. m addttion to the lien provided by N R.C. Section 52 136 and any other 
applicable statutory hen, an e<press contractual hen on and secunty mterest mall leased rrunerals 111 and extracted from the leased premiSes, all proceeds "hich may accrue to Lessee from the sale 
of such leased minerals, whether such proceeds are held by Lessee or by a thtrd pany. and all fixtures on and Improvements to the loased premises used m connection \\llh tho production or 
processmg of such leased rrunerals 10 ordor to secure the payment of all royalties or other amounts duo or to becomo due under this lease and to secure payment of any dan1:1ges or loss th>t Lessor 
may sutTer by reason of Lessee's breach of any covenant or condition of this lease, v.hether express or t"1lhed ThiS hen and seeunty interest may be foreclosed with or without coun proceedings 
m the manner provided m the Tule l. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commtssionor rnay require Lessee to execute and record such insl1Ul1lents as 
nuy be rcasonably necessary to acl.nov.ledge, attach or perfect this lien. Lessoe hereby represents that then: are no pnor or superior liens arising from and relating to Lessee's actkitics upon the 
above-descnbed propeny or from Lessee's acquisition of this lease. Should the Commissionor at any ume !lct<nrune that this reprosentation is not true, then the Commissioner may declare thts 
lease forfeited as pro,ided herem 

20. FORFEITURE: If Lessee shall fail or rcfuso to nuke the payment of any sum "'ithtn thtny (30) days aner u becomes due, or if Lessee or an authorized agent should knowmgly Ol3ke any 
false return or false repon concoming production or drilling, or tf Lessee shall fat! or refuse to dnll any oiTset \\ell or wells in good fatth as required by law and the rules and regulations adopted by 
the Conuni sion<r of the General Land Office. or tf Lessee should fail tO file repons in the mann<r requtred by law or fail to comply wtth rules and regulations promulgat<d by the General Land 
Office, the School Land Board, or the Ratlroad Commission, or refuse the proper authority access lO the rocords penainmg to opera nons, or tf Lessee or an aulhonzod agent should knowmgly fai l 
or refuse 10 give com:ct mforrn:uion to the proper authority, or lno" ingly fail or refuse to furni>h the Goneral Land Office a correct log of any "ell, or if Lessee shall knowingly violate any of the 
nutenal pro,istons of this lease, or tfthis lease is assigned and the assignment is not filed m the Gonoral Land Office as rcqutr<d by law, the rights acquired undor 

this lease shall be subject to forfenure by the Commissioner. and h• shall forfeit same \\hen sufficiently infonncd of the facts wh1ch authorize a forfeiture, and \\hen forfenod the area shall again 
be subject to lease 10 the highest bidder, under the same regulations controlling the original sale of !oases. l IO\\ever. nothing herein shall be construed as 'vaiving tho autonutic temtinauon of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures nuy be set aside and this leas• and all rights thereunder reit1Stated b<fore 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 r<gulations that may be 
adopted relativo hereto. 

21. RIVERBED TRACTS: In tho event this lease covel'.i a ri'·erb<d. Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C Sections 
52.092-52.093, as a pan of the consideration moving to Lessor for ~te covenants herein made by Lessee. 

22. APPLICABLE LAWS A D DRILLING RESTRICTIONS: This lease shall be subjcclto all rules and regulations, and amendments thereto, promulgated by tho Commissioner of the 
General Land Office govoming drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of 
royalties, and auditing procedures, and shall be subject to all other valid starutes. rules, rcgulations. orders and ordinances that may aiToct operations under ~1e pro\<isions of ~tis lease Without 
limiung the generality of the foregoing, Lessee heroby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52. I 35 
and 52. 137 through 52.140. In the event this lease covers land franchised or leasod or othef\vise used by a navigation district or by the United States for the pwpose of navigation or o ther pwpose 
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mcideru to the operation of a pon, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61 117 of the Teus Water Code, but Ltssee shall 
be entitled to de••elop such land for oil and gas by directional dnlhng, provided, however, that no surface dnlling location may be nearer than 660 feet and special pemussron from the 
Conunissioner of the General Land Office is necessary to make any surface location nearer than 2, 160 fee t measured at right angles from the nearest bulkhead hne or from the nearest dredged 
bottom edge of any channel, slip. or turning basin which has been authonzed by the United States as a federal project for future construction. whiche• errs nearer 

23. llEi\lOVAL OP EQUl Pi\ lENT: Upon the termination of tlus lease for any cause, Lessee shall not, 111 any event, be pennmed to remo•e the casmg or any pan of the equrpment from any 
producing, dry, or abandoned well or wells without the written consent of the Comnussroner of the General Land Office or hrs authonzed representative, nor shall Lessee, without the wrmen 
consent of sard Commissioner or his authorized representative remove from the leased premises the casrng or any other equrpment. material, machrnery. apphances or propeny owned by Lessee 
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned \\ells have been plugged and until all slush or refuse pus have been properly filled and all 
broken or discarded lumber. machinery, or debns shall have been removed from the premises to the satisfaction of the sard Commissioner or his au~roriled representative. 

24. FORCE i\IAJEURE: Should Lessee be prevented from complymg wuh any express or rmphed co•enant ofthrs lease. from conducting dnlhng operations thereon, or from producmg or I 
and/or gas therefrom. aOer effon made in good faith. by reason of war, rebellion. riots. stnkes. fires, net> of God or any order, rule or regulation of govcmmental au~1onty, then whrle so prevented, 
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to ~1c Commissioner of the General Land Orfice 111 suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith (e~cep t in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Eloard); and this lease shall be extended while and so long as Lessee is prevented. by any such cause, from dnlling, reworkmg operations or producing or I and/or gas from the leased 
premrses; provided, however. that nothing herein shall be corrstrued to suspend the payment of rentals dunng the pnmary or extended tenn, nor to abnd~c I essee's nght to a suspension w1der any 
applicable statute of this State 

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to pre•·ent ~teO of or I. gas. and other hydrocarbons produced from 
sard lease. Tins includes. but is not limited to. the installation of all necessary cqu1pment. seals. locks, or other appropnate protectl\e devrces on or at all access pomts at the lease's production. 
gathenng and storage systems where theft o f hydrocarbons can occur. Lessee shall be hable for the loss of any hydrocarbons resulung from then and shall pay the State of Texas royalues thereon 
as provrded herein on all oil, gas or other hydrocarbons lost by reason of then 

26. RED UCTIO ' OF PAYi\IE TS: If, during the primary term, a ponton of the land covered by thts lease is included '"thtn the boundanes of a pooled unu that has been appro•ed by the 
School Land Eloard in accordance " uh Natural Resources Code Sections 52 I 5 1·52 I 53, or rf, at any time aOer the e'prrauon of Lhe pnmary tenn or Lhe extended term, this lease co,ers a lesser 
number of acres than the tool amount dcscnbed herein, payments that are made 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 tcnns of thrs lease dunng the primary tenn shall be calculated based upon the number of acres outside the boundanes 
of a pooled unit. or, if aOer the exprrauon of the primary term. the number of acres actually retamed and covered by this lease 

27. UCCESSOR A D A IGN : The covenants. condrtions and agreements contamed herem shall extend to and be bmdmg upon ~1e heu-s, executors, adnumstrntors, successors or 
assigns of Lessee herem. 

28. ANTIQ ITIES CODE: In the event that any feature of archcologrcal or hrstoncalrntcrest on Pemunent School Fund Land is encowuered dunng the actlvrues authorized by this lease, 
Lessee will immediately cease activities and will immediately noufy the General Land Office (A 'liN Archaeologist, Asset Management Drvision, 1700 N Congress Ave .• Austin, Texas 78701) 
and the Texas llistorical Commission (P.O. Box 12276, Austin, TX 787 11 ) so that adequate mea!iures may be undenaken to protect or recover such discoveries or findrngs. as appropriate. Lessee 
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89·66. 80 Statute 915; 16 U.S.C.A 470) and the Antiqwties Code ofTe~as. Chapter 191, Tex. Nat Code 
Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Penronent School Fw1d. lessee shall notify the Texas lhstoncal Commission before breakmg ground at a project 
location. An archaeologrcal survey might be required by the commissron before construction of the proJeCt can commence. Funhcr. 111 the event that any sue, objecl location. anifact or other 
feature of archaeological. scientific, educational, cultural or historic interest is encowuered during the acmiues authonze by this lease. lessee "'II rmmediatcly notify lessor and the Texas 
Ilb torical Cornmrssion so that adequate ll1C3.Sures may be undcnaken to protect or recover such drscovencs or findings, as appropnate 

29. VE UE: Lessor and lessee. ancludrng lessee's successors and assigns. hereby agree that •enue for any dispute arising out of a provision of this lease. whether express or ill1'1ied, regardmg 
rnterpretation of this lease. or relating in any way to this lease or to apphcable case law. statutes, or adrnrnrstrative rules, shall bema coun ofcompetentJunSdiction located in Travis County. State 
ofTc~as 

30. I, EASE FILING: Pursuant to Chapter 9 of the Tu. Bus & ConL CO<Ie.tlns lease lllU.'it be filed of record m the oOice of the Cow1ty Clerk m any cowuy m "hrch all or an)· part of Lhe 
leased premises is located, and cenrficd copres thereof must be filed rn the General Land Office The prescnbed filrng fee sh•ll accompany the cenrficd cop res sent to the General Land Office 
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60jlnd g lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office o f the State ofTexas . 
. :!3 

LESS EE 

BY: ___________ ___ _ 

TIT LE: __________ ___ _ _ 

DATE: ______ _ _ _______ _ 

I.X!M'-~~REO F, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal o f the Gene ral Land Office. 

CO~IMI SSIONER OF THE G ENERAL LAN D OFFIC E 
O F T HE STATE OF TEXAS 

A PPROVED 

Contents 
Legal 
DC 
Exec 

STATE O F _ ___ ___ _ __ _ (CORPORATIO N ACKNOWLEDG~IENT) 

CO UNTY O F ___________ _ 

BEFORE ME, the undersigned authority, o n this day personally appeared ________________________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument as. ____________________ __:of 

______________ _ _ ______ _______________ and acknowledged to me that he executed the same 

for the purposes and considera tion therein expressed, in the capacity stated, and as the act and deed of said corporatio n. 

Given under my hand and seal of office this the ___ ____ day of _ ____ _ ________ _ _ _, 20. _____ _ 

Notary Public in and fo r ___________ _ _ _ _ 

STATE OF ____________ _ ( INDIVIDUA L ACKNOWLEDGMENT) 

C O UNTY OF ________ ___ _ 

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

known to me to be the persons whose names a re subscribed to the foregoing instrument, and aci<Jlowledged to me that they executed the 
sa me for the purposes and consideration therein expressed. 

Given under my hand and seal o f o ffice this the _ _ _ ___ _ day o f _______________ _, 20 ___ _ _ . 

Notary Public in and for ______ _______ _ _ 
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April 28, 2006 

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

Dear Mr. Chalfant: 

j ERRY PATTERSO , COI\L\ USSIONER 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on April 4, 
2006. I am pleased to inform you that Chalfant Properties Inc was the high bidder on MGL. No. 5, 
which has been assigned the lease number M-1 06300. 

State Lease M-1 06300 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(B), which requires submission of written notice for all drilling, production, and 
related activities. When forms are filed with the Texas Railroad Commission, they are required to 
submit copies of these forms to the General Land Office, such as Forms W-1 , Application to Drill ; 
W-2, Oil Well Completion Report and Log; G -1 , Gas Well Completion Report and Log; W-3, 
Plugging Record; G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil 
Well Status Report; W-12, Inclination Report; Electric Logs; Directional Surveys. 

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stephen F. Austin Building · 1700 1 orrh Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc. r:x. us 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY FEBRUARY 1, 2007 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $3 200.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

TO COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 
4/4/2007 4/4/2008 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 10 Short Desc: W2W2 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 10 Short Desc: E2W2, E2 

PAYMENT BENTAL 

LEASE NUMBER TX2330058-000 LEASE DATE: 
ENTRY NUMBER~1412006 

003018 
RECORDED: BOOK 

734 
PAGE 

532 
FOR CREDIT OF: 

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

PROSPECT: 
COUNTY/ PARISJffiE LAND 

C' 'LBE~SON 

$5/AC FOR DELAY RENTAL M-106300 

OOPY OR 
YOUR RECORDS 

IMPORTANT Subtotal 

BANK SERVICE 
Date Received - ---------- ---1 CHARGE$ 

The attached check is lor the person(s) named above. Please date, sign 
and return the attached receipts on the day you receive il l l directed to a 
bank, please deposit the amount to the credit of the person(s) named 
above and date, sign and return the receipt on the day you receive it. II 
correspondence required, please make reference to lease number. 

Sign Here -------- --------i Grand Total 

Check No. 
BY-------~-------~ TIUe 

BANK OFO~HOMA, N.A. 
OKLAHOMA CITY, OK 

39-1311030 

•• • • • • • •• 
• 

•••• • • • •• • 
• 

•••• • • •••• 
••• • • • •• 

STATE 

AMOUNlf 

3.200.00 

3,200.00 

0.00 

3,200.00 

26990 

26990 

AMOUNT 

$3,200.00 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY FEBRUARY 15, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $3,200.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

41412008 
TO 

41412009 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 10 Short Desc: W2W2 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 10 Short Desc: E2W2, E2 

PAYMENT RENTAL 
L EASE NUM BER TX2330058-000 LEASE DATE: 41412006 PROSPECT: KING EDWARD 
RECORDED: BOOK 734 PAGE 532 

ENTRY NUMBER: 003018 COUNTY/PARISH CULBERSON 

FOR CREDIT OF: 

017397 
Acct 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING $5/AC FOR DELAY RENTAL M-106300 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

COPY FOR 
YC T' ~ CORDS 

COPY FOR 
The altached check Is for the person(s) named above. Please date, sign 
and return the attached receipts on the day you receive it. If directed to a 
bank, please deposit the amount to the credit of the person(s) named 
above and date, sign and return the receipt on the day you receive it. If 
correspondence required, please make reference to lease number. 

Date Received __ Y.:......:...n ..c...r .:...;T D:!..-.::D;..:'~"' .:..f""....:....:~.:n..f.!-.,p..;----1 

PAY 
TO 

TH 
O(JOEA 

OF 

Sign Here-------------~ 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 

OKLAHOMA CITY, OK 73154 

405/848·8000 

• 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 

02/15(f.008 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

•• • 
• • t 

• •• 
• 

•• • • • • • •• 
• • •••••• • 

• 
•••• • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

3.200.00 

3,200.00 

0.00 

3,200.00 

32479 

AMOUNT 

$3,200.00 
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UNITED STATES PO~T.f'L .~FRV,)~_E , .!. ,;_.-·' _ ... ; • ~~ ·:·:..~ · ~-· 
. "·"'i"tt ~ .. , •• _ 

I J • .. . . '· ., .. ., ,...... · ... ~ :\ · .. 
• .' • -' I, - • • • ,.. ' ,, ...... '.l't 

First-ClaSs Mai'f ·- • 
"Posta'ge & ~e~s Paid 
tf$ F?.S··· ·• · ... ~ 
Permit-No-. G-10 ·' 

·""' - • 1., __ .. 
• Sender: Please print your name, address, and ZIP+jJn this box • 

KERRIE EUBA KS 
TEXAS GENERAL LA , D OFFICE 
P 0 BOX 12873 
AUSTIN TEXAS 7871 1 2873 

11, ,,11, ,1,1,,,1, ,,11,,,11,,1,11, ,I,I,,,J,,II.I, II I II II, I II ,,1 



NDER: COMPLETE THIS SECTION 

Complete items 1, 2, and 3. Also complete 
Item 4 if Restricted Delivery Is desired. 
Print your name and address on the reverse 
so that we can return the card to you. 
Attach this card to the back of the mailpiece, 
or on the front if space permits. 

Article Addressed to: 

viR WILLIAM A CIIJ\LFi\NT 
: II ALFANT PROPERTIES 
NCORPORAT ED 
> 0 BOX 3 123 
v!IDLAND TEXAS 79702 Type 

Certified Mall 0 Express Mall 
0 Registered 0 Retum Receipt for Merchandise 
0 Insured Mall 0 C.O.D. 

4. Restricted Delivery? (Extra Fee) 0 Yes 

Article Number 
(Transfer from service Ia 7 007 0710 DODD 5379 5139 

:::. ~nrrn ~A11 J:'ohn•~n.1 ?nnA 



1M 

CERTIFIED MAILM RECEIPT 
1 
=! 
1 

(Domestic Mall Only; No Insurance Coverage Provided) 

1 
1 

J 
J 
J 
J 

J 
=! 

I 
, , 

' . ' 

-
Postage 

Certified Fee 

Retum Re<:e1p1 Fee 
(Endorsement Required) 

RestriCted Oehvery Fee 
(Endorsement Required) 

. ' ' - . . 
~ . - .... o= -- '-= 

s 

Postmark 
Hero 

J Total Postage MR WILLI AM A CHALf-ANT 
ant o CHALFA T PROPERTIES 

J __.. ••..•••••••.. I CORPORA TED 
J .,rreet, Apt. No., p OBOX., 12., 
~ orPO&JxNo. J J 

C;;,Y,sisie:ziPi MIDLAND TEXAS 79702 



:ertified Mail Provides: 
1 A mailing receipt 
1 A unique identifier for your mallp1ece 
1 A record of delivery kept by the Postal Service for two years 

nportant Reminders: 
1 Certified Mail may ONLY be combined with First-Class Mail® or Priority Mail 
1 Certified Mail is not available for any class of international mail. 
1 NO INSURANCE COVERAGE IS PROVIDED with Certified Mail. Fe 

valuables, please consider Insured or Registered Mail. 

1 For an additional tee. a Retum Receipt may be requested to provide proof c 
delivery. To obtain Return Receipt serv1ce, pfease 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 tee waiver fa 
a duplicate return receipt, a USPS® postmark on your Cert1fled Mail rece1pt i 
reqUired. 

1 For an additional fee, delivery may be restricted to the addressee c 
addressee's authorized agent. Advise the clerk or mark the mailpiece w1th th 
endorsement 'RestfJctedDelivery'. 

1 If a postmark on the Certified Mail rece1pt is des1red, please present the art 
cle at the post off1ce for postmarking. If a postmark on the Certified Ma 
rece1pt 1s 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 (Reversa) PSN 7530-02-000-9047 



TE X.t 
JERRY P AITERSO , COMMISSJO ER 

June 23, 2009 Certified Mail # 7007 0710 0000 5379 5 139 

Mr. William A. Cha lfant 
Chalfant Properties Inc. 
P. 0. Box 3123 
Midland, Texas 79702 

RE: MF-1 06300: Section I 0, Block 45 
MF-106308: Section 13, Block 45 
MF-1 06309: Section 15, Block 45 
MF-1 063 10: Secti on 23, Block 45 
MF- 106311: Section 26, Block 45 
MF-1 06312: Section 36, Block 45 
MF-1 063 13: ection 37, Block 45 
MF-106314: ection 39, Block 45 
Reeves/Culberson County Texas 

Dear Mr. Chalfant: 

Our records indicate that the captioned leases have terminated for failu re to pay the delay rentals 
due A pril 4, 2009. 

Any well on these tracts should be plugged and abandoned in accordance w ith Railroad 
Commission Rules and Regulations. The Genera l Land Office wi ll actively oppose any acti on to 
avoid or postpone compliance with these requi rements. Pursuant to the Texas Administrati ve 
Code, a recorded original or certifi ed copy of a Release of the State Oil and Gas Lease must be 
filed with our omce within 90 days along wi th a processing fee of $25.00 sent to the attention of 
Beverly Boyd. 

If you have any questions regarding this assess ment you may contact me at 512-475-1 579 or 
Deborah Cantu at 5 12-305-8598. 

Kerrie Eubanks 
Mineral Leasing, Energy Resources 
kerrie.eu banks@ glo .state. tx. us 

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

Post O ffice Box 12873 • A us tin, Tex:ts 787 11 -2873 

512-463-5001 • 800-998 -4GLO 

www.glo.state.tx.us 
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