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DESCRIPTION 
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MGL. NO. 

24 

STATE OF TEXAS 
TAX I.D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

M- '"'o307 
For GLO Use Only 

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 Prooerties Inc 

Address: PO Box 3123 

City: Midland State: IX Zio: 79702 
(Include +4 Code) 

Teleohone : (432) 684-9819 

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

Block/Tsp.: 45 Section/Tract: 12 Acres: 178.70 
(If Applicable) 

(A) Bon us Amount l.-'($.,_,)04""0~. 2,_,0'-L7_,_,. 5"-'0"-------

Forty Thousand Two Hundred Seven and 50/ 100 
(type/print above) 

(B) Sales Fee Amount ($)603.11 

Six Hundred Three and 11/100 
(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 . 

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

Chalfant Properties Inc. ________ 1 )40.207.50 
(same as above) r 
(must be an number) 

(S~~44444~J 
William A. Chalfant 
(type/print name) 
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Lease Form 
Re' iud I 0/99 
Surveyed School Land 

~ustin , 'aCexas 

O IL Al\0 CA LEA E 
0. ~1 - 1 06307 

W II ER EA , punuam 10 the Texas Natural Resources Code Chapters 32, 33. S I , and Chapter 52, Subehapters A-0 and H, (sa1d Code bemg hercmal1er referred 10 as N R.C.), and subJect to all 
rules and regulations promulgated by the Conuniss1oner of the General I and Office and!or the School Land Doard punu:ml thereto, and all other applicable statutes and amendmenb 10 sa1d 
N R.C.. the folio" ing area, to-wu. 

~:CTIO 12, BLOC K -15, I' liLI C C IIOOL LAND S RVEY, REEVES COU TV, T EXA , CO TAl ' INC AI'I'ROX II\IATELY 178.7 ACRE , A 110 \\ ON T HE 
OFFIC IAL i\IA P OF R EEVES COUNTY, TEXAS NOW ON FILE IN Til E TEXA CE EIUL LA ' 0 O FFICE, A T l , TEXA , 

was, a ncr bemg duly advenised, offered for lease on the 4'' day of April , 2006, at 10:00 o'clocl. am., by the Conuruss1oner of the General Land Otlice of !he State ofT etas and the School Land 
Ooard o f the Sute of Texas, for the sole and only pwpose of prospecung and dnlhng for. and producing 011 and! or gas that nuy be found and produced from the abo,·e descn~d area, and 

\\' II EREA , a11er all b1ds and renuttances \\h1ch \\ere rece1,ed up 10 sa1d hnlC ha'e been duly considered by the Conunissioner of 11~ General Land Office and the School Land Board at a 
regular meeting thereof in the General Land Office, on the -1 '' da) of April , 2006, heremal1er the "efTecu•e date" and 11 was found and detenruncd that CHALFANT I'RO PERTI E 11'-C \\hose 
address is 1' .0 . BOX 3123, ~li D LA 0 , T EXAS 79702 had offered 11~ h1ghes1 and best b1d for a lease of the area abo'e descnbed and IS, therefore, entitled to rece1ve a lease thereon: 

' OW, T il ERE FO R E, I, Jerry E. l'anerson. Conm1iss ioner of the General Land Otlice of the State of Texas, hcremal1cr someumcs referred 10 as "Lessor," whose address IS Ausun, Texas, by 
\inuc of the authority vested in me and in consideration of the payment by the herema11er designated Lessee, the sum of Fori) Thousand T"o Hundred eHn And 50/100 Dollars 
( 40,207 .50), receipt of which is hereby acknowledged and of the royal11es, covenants. supulauons and condlllons conuuncd and hereby agreed to be paid, observed and performed by Lessee, do 
hereby dctruse, grant, lease and let unt.o the abo\e n1entioned bidder the e~clust\e right to prospect for, produce and ul.e oil and or gas from the aforesaul area upon the foiiO\\Ing terms and 
condmons, to-wit 

I. RESERVATION: There is hereby e•ecpled and resen·ed 10 Lessor the full use of the propeny co,ered hereby and all nghts wtth respect to the surface and subsurface thereof for any and 
all pwposes e~cep t those granted and 10 the c•tcm herein gr:uued to Lessee, togcll1cr -.1th the nghiS of mgrcss and egress and use of sa1d lands by Lessor and 11S nuncrallessees. for purposes of 
c•plonng for and producing the nunerals "h1ch arc not co,·ered. or" hich may not be co,ercd 111 the future, under the terms of thJS lease, but" hich may be located "uhm the surface boundaries 
of the leased area. All of the rights 111 and 10 the leased prenuses rctamed by Lessor and all of the nghiS 111 and to the leased premise> gramed to Lessee herem shall be exerciSed m such a manner 
that ncuher shall unduly interfere \\llh the opera1i01JS of the o1l1cr 

2. TERI\ 1: Subject to the other provisions hereof, this lease shall be for a tcnn of fh e (5) yrars from 1l1e effective date hereof (herein called "pnnury tcrrn") and as long thereal1er as oil or 
gas is produced 111 paying quan1i11es from sa1d area 

3. I) ELA Y RENTAL . If no well IS conunenecd on the land hereby leased on or before the ann" ersJry date of thiS lease, tlus lease shall tcmunate as 10 both pan1cs unless the Lessee on or 
before said date shall pay or tender 10 the C01runissioncr of the General Land Office of the SGltc o f Texas at Auslln, Texas. the amount specified in the folio" mg schedule muluplied by the 
nw11ber of acres m the prenuses, w htch shall operate as a renGII and cover the pm1lege of deferrmg the con'lllCnccmem of a well for ru e h e ( I 2) months from satd date In h~e manner and upon 
payments or tenders of amounts set out111 the follow111g schedule. the conu11Cnccmcm of a \\ell may be fun her deferred for a hke period of the same nwnber of months. 

Anmversary Date Delay Rental per ,\ere 
First S 5.00 
Second S S. 00 
TIIird S2S.OO 
Founh $25.00 

4. PRO() CTIO ' ROYi\L T IE : Subject to the proVIsions for royalty reductions set ou1111 subparagraph (E) oftlus paragraph~. upon producuon ofotlandor gas, the Lessee agrees to pay 
or cause 10 be patd to the Conuruss101~r of 1l1e General Land Otlice 1n Austm. Te\3s. for the usc and benefit of the SG~te ofTnas, dunng the tcrrn her~of 

( ) O IL: As a royalty on oil, ''hich is defined as 111cludmg all h)drocarbons produced 111 a liqutd forrn at the mouth of the well and also all condensate. dbullate, and other hqutd 
hydrocarbons reco,-ered from 011 or gas run through a separator or other equipr11Cnt, as heremal1er pro,idcd. 1/-1 pan of the gross producuon or the marl.et \-alue thereof. at the opuon of the 
Lessor, such value 10 be detemlined by I) the highest posted price. plus prcmiwn, rfany, offered or paid for oil. condensate, distillate, or o1l1er hquid h]drocarbons, rc>pecu,el)". of a like type and 
graVll) 111 the general area \\here produced and \\hen run, or 2) 1l1c htgl~st nur~el price thereof offered or pa1d 111 the general area \\here 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 land hereby leased IS sold, used or processed 111 a plant. it will be run free of cost to Lessor through an 
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all hqutd hydroc.1rbons recO\crable from the gas by such means wtll be recovered Upon 
wrinen consent of Lessor, the requirement that such gas be run through such a separator or other cquipt11Cillmay be wawed upon such tcm1S and conduions as prescnbed by Lessor 

(B) NON-I' ROC ESSEO CAS. As a royalty on any gas (mcludmg Oared gas). wh1ch is dcfmed as all hydrocarbons and gaseous substances not defined as 011 in subparagraph (A) above, 
produced from any well on said land (e•cept as provided herein with respect to gas processed in a plant for the e"nction of gasoline, liquid hydrocarbons or other products) 1/4 pan of the gross 
producuon or the market value thereof. at the opuon of the Lessor, such \-alue to be based on the highest nurl.et price paid or offered for gas of comparable quality m the general area where 
produced and when nm, or the gross price paid or offered to the producer, whichever is greater provided that the nuximum pressure base in nJCasuring the gas under this lease contract shall not at 
any unlC e~ceed 1-1.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, com:ction 10 be made for pressure accordmg to Bo~le's Law, 
and fo r specific gravity according to test made by the Balance MclllOd or by the most approved method oftesung being used by the mdusuy at the time of testing. 



(C) PROCES ED GA : As a royalty on an) gas processed m a gasoline plant or other plam for the recovery of gasoline: or other liqutd hydrocarbons, 1 /~ pan of the residue gas and the 
liquid hydrocarbons e'tncted or the market value thereof, at the option oft he Lessor All royalnes due herein shall be based on one hwtdrcd percent (100%} of the total plant producuon of residue 
gas atmbutable to gas produced from this lease. and on fifiy percent (S~e) or that percem accruing to Lessee, whtchever is the greater. of the total plant production of liqutd hydrocarbons, 
atmbutable to the gas produced from this lease; provided thattf hquid hydrocarbons are reco\ered from gas processed in a plant m which Lessee (or tiS parem. subsid~ary or affiliate} owns an 
interes~ then the percentage applicable to liquid hydrocarbons shall be tiny percent (SO• •) or the highest percent accruing to a th1rd pany processing gas through such plam under a processing 
agreement ncgouated at arms' length (or if there IS no such third party. the highest percent then bemg spectfied m processing agreements or contracts m the mdustry}. "hichever tS the greater. The 
respecu,·e royalnes on residue gas and on liqutd hydrocarbons shall be detcmtined by I} the htghest market price patd or offered for any gas (or hquid hydrocarbons) of comparable quality in the 
general area or 2) the gross pnce patd or offered for such residue gas (or the "etghted average gross sellmg pnce for the respective grades of liqutd hydrocarbons), "hichever is the greater. In no 
e'en~ ho"e'er, shall the royalues payable under this parograph be less than the royalties \\Inch \\Ould ha'e been due had ~te gas not been processed. 

(D) OTUER PRODUCT : As a royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting hquid hydrocarbotts} whether said gas be 
"casinghead," "dry" or any other gas, by fractionating. burning or any other processmg, 1 /~ pan of gross production of such products, or the market value thereof. at the option of Lessor, such 
nl3rket ''alue to be detemlined as follo"s : 

(I) On the basts of the highest market price of each produc~ dunng the same month 111 "hich such product•s produced. or 
(2) On the basts of the averoge gross sale price of each product for the same month 111 which such products arc produced; whichever is the greater. 

(E) VARIABLE ROYALTY: (i) SubJect to the other pr0\1StOns ofthts lease. u ts hereby pro,1ded that m the event production in paying quanttttes ts established pursuant to the tenns of 
this lease and such producnon is brought on line and sales thereof are conuncnccd "uhin eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to 
200· •. and shall apply to each subsequent well dnlled and produced on the land covered by this lease. Provided that, tf dunng such etghteen ( 18) momh temt dunng which Lessee may cam a 
reduced royalty rate of 20% as herein provtdcd. Lessee should drill in good faith and complete ~te first well as a dry hole on the land covered by ~tis lease, Lessee n13y receive a three (3) month 
extension of the tenn tn "hich to eam a reduced royalty rate by gl\'ing notice to the Comnusstoner of the General Land Office, commencmg dnlhng operations on an addttional well prior to the 
cxptratton of such three (3) month period and prosecuting diligently and tn good fauh the drilhng of such adduional well and completing same so that production in paying quantities is established 
and so that such producuon ts brought on line and sales thereof arc commenced prior 10 the expiration of such three (3) month e<tensaon period. 

(ii) In the event production tn paying quantities is established pursuant to the terms of this lease and such production is brought on hne and sales thereof arc commenced a ncr the expiratton 
of eighteen (18) months from the effective date hereof but prior to the e'ptratton of twenty-four (2~) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22.5~• and shall apply to each subsequent well dnlled and produced on the land covered by this lease. Provided that, if during such six (6) month tcnn dunng whtch Lessee may cam a reduced 
royalty rate of 22.5•·• as herem provided, Lessee should dnll tn good fatth and complete the first well as a dry hole on the land covered by thts lease, Lessee may recewe a three (3) month 
extension of the temt in which to cam a reduced royalty rate by giving notice t.o the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
e•piration of such three (3) month penod and prosecuting dthgently and 111 good fauh the dnlhng of such addittonal \\ell and compleung same so that productton 111 pay111g quanttucs is established 
and sn that such production is brought on line and sales thereof are commenced prior to the expirotton of such three (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalties accrwng to Lessor under thts lease shall be without deduction for the cost of producing, transponing, and otherwtse n13king the otl. 
gas and other products produced hereunder ready for sale or use. 

(G) ROYALTY IN KIND: Notwuhstanding anything contained herem to the controry, Lessor nl3y, at us option. upon not less than 60 days notice to Lessee, require at any time or from 
time to time that paymem of all or any royalties accruing 10 Lessor under this lease be made 111 kind without deduction for the cost of producing, gathering, storing. separating. treating. 
dehydroting, compressmg, proccssmg, trnnsporting and otherwise nuk111g the 011, gas and other products produced hereunder ready for sale or liSC. Lessor's right to take its royalty in kind shall not 
dinlinish or negate Lessor's rights or Lessee's obligations, whether express or implied. wader this lease. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proponionate share of any fuel used to process gas produced hereunder 
in any processmg plant Notwithstand111g anything contained herem to the contrary, and subJCCllO the consent tn "riting of the Comnussioner of the General Land Office, Lessee may recycle gas 
for g3S lift purposes on the leased premises aner the liquid hydrocarbons contantcd 111 the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereaner be produced and sold or used by Lessee in such manner as to enutle Lessor to a royalty thereon under the royalty provtsaons of this lease. 

(I) l\1 1 ll\1 l\1 ROYALTY: During any year aner the e•ptration of the prtmary tenn of tins lease, afthis lease is maintained by producoon,the royalttes patd to Lessor in no e'ent shall be 
less than an amount equal to SS.OO per acre; otherwise, there shall be due and pa)able on or before the last day of the month succeedmg the anni,crsary date of thts lease a swn equal to S5.00 per 
acre less the a mow> I of royalttes paid dunng the preceding year. 

(J ) i\IARGINAL PRODUCTION ROYAL TV: Upon Lessee's written apphcauon. the School Land Board nuy reduce the royalty rate set out in this paragraph and/or ~te nlinimum 
royalty set out in subparagraph 4 (I} 10 utend the economic life of thts lease and encourage reco,·ery of oil or gas that nught otherwise remam unreco,ered Any such ro)"alty reducuon must 
confonn to the reqwremenl> of any School Land Board adrmnistratl\e rules on !has subJect. Royalty nuy not be reduced below the applicable statutory n11mmunt. 

5. ROYALTY PA YO\ I E." TS AND REPORTS: All royalttes not tal.en m kmd shall be patd to the Commisstoner of the General Land Office at Austm. Texas, m the followmg nunner: 
Payment of royalty on producuon of oil and gas shall be as provided m the rules set fonh in the Te~as Register. Rules currently provide that royalty on otl is due and must be receh·ed in the 

General Land Office on or before the 5th day of the second month succeedmg the month ofproductton, and ro)"alty on gas is due and must be recetved mthe General Land Office on or before the 
I 5th day of the second month succeeding the month of production, accompamed by the affidavit of the owner, nl3nager or other authorized agent, completed in ~te fomt and nunncr prescribed by 
the General Land Office and showing the gross amount and disposition of all otl and gas produced and the market \'3lue of the otl and gas, together wuh a copy of all documents, records or repons 
confimung the gross production, disposition and market value including gas meter readmgs, ptpeline 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 to verify the gross production, disposition and market value. In 
all cases the authority of a nl3nager or agent to act for the Lessee herein must be filed m the Generol Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remtttance advice showing by the assigned Generol Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thiny (30) days aner 
the royalty paymem was due, then Lessee owes a penalty ofS% on the royalty or S2S.OO, \\hichevcr is greater. A royalty payment which is over thiny (30) days late shall accrue a penalty of 100/o 
of the royalty due or S25.00 "hichcver is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue Aflidavits and supporung documents which are not filed "hen due shall mcur a penalty m an amount set by ~te General Land Oflicc adnunistrauve rule "htch is effective on the 
date "hen the affidants or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescnbcd by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to prohabit the State's right of forfe11ure as provided by law nor act to postpone the date on whtch f0)'31Ues \\ere origmally due. The 
above penalty provisions shall not apply in cases ofti~e dispute as to the State's ponion of the royalty or to that ponion of the royalty 111 dispute as to fair market \'Jiue. 

6. (A) RESERVES, CONTRACT AND OTUER RECORD : Lessee shall annually furnish the Contmtssioncrofthc General Land Office \\tlh tiS best pos:.able e>timate of oil and gas 
reserves underly111g this lease or allocable to this lease and shall fumtsh said Conunissioner wtth coptes of all contracts under which gas is sold or processed and all subsequem agreements and 
amendments to such contracts \\tthin thtrty (30) days aner entering mto or makmg such contracts, agreements or amendments. Such contracts and agreements "hen received by the General Land 
Office shall be held 111 confidence by the General Land Office unless otherwiSe authorized by Lessee. All other contracts and records penaimng to the production, transponauon, sale and 
marketing of the oil and gas produced on said prcnlises, including the books and accounts, recctpts and discharges of all wells, tanks. pools, meters, and ptpehncs shall at all times be subject to 
tnspectton and e:umination by the Conunissioncr of the General Land Office. the Attorney General, the Governor. or the representati,·e of any ofthent. 

(8) DRILLING RECORD : Wntten notice of all operations on this lease shall be submmed to the Comnlissioner of the General Land Office by Lessee or operator five (5) days before spud 
date, workover, re-entry, temporary abandonment or plug and abandonntent 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, coJ11)1etion repons and plugging repons shall be supplied to the General Land Office at the time they are filed with the Texas Railroad 
Cornnussion. Lessee shall supply the General Land Office \\1th any records, memoranda, accounts, repons, cuttings and cores, or other information relative to the operation of the above-descnbcd 
prenlises, which n13y be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey nl3dc on the bore-hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the abo,·e desenbcd premises and shall tnnsmit a true copy of the log of each survey on each well to the 
Gcnerol Land Office within finecn (IS) days aner the making of said survey. 

2 



(C) PE AL TI ES: Lessee shall incur a penalty whene,•er repons, documents or other materials are not filed in ll1e General Land Office when due The penalty for late fihng shall be set by 
the General Land Office admimstrauvc rule which is eiTeethe on the date "'hen the materials "'ore due m the General Land Offico 

7. RETAINED ACREAG E: NotwitliStanding any provision of this lease 10 the contrnry, after a well producmg or capable ofproducmg 011 or gas has been cornplotod on tho loasod premises, 
Lessee shnll exercise the diligence of a reasonably prudent operator in drillmg such additional well or wells as may bo reasonably necessary for ll1e proper de,·elopment of the leasod premises and 
in marl.cting the producuon thereon 

(A) VERTICAL: In the event this lease is in force and efTecttwo (2) yoars after the o~pirauon date of the pnmary or e"endod term 11 shallthon tem11na1e as 10 all of tho leased premises, 
EXCEPT (I) 40 acres surrounding uch oil well capable ofproduomg in paymg quanuues and 320 acres surrounding each gas well capable of producing m paymg quanuues (mcluding a shut-m 
011 or gas woll as pro,ided m Paragrnph II hereof), or a "'ell upon wh1ch Lessee IS then engagod m conunuous dnlhng or reworl.mg operauons. or (2) the number of acres u~eluded m a producmg 
pooled un11 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 producuon purposes to a prorauon unu for each 
such producmg well under the rules and regulations of the Ra1lroad Commission of Te~as. or any successor agency, or other govemmcmal authonty ha,•mg JunSd>cuon W1thm 90 days of a 
pan>altormmation of this loase m accordance with this subparagraph and upon paymon1 of the n11mmum filing foo set by Goneral Land Office rules m effect at the umo of the parualtenmnauon, 
Lessee shall have the ngh110 obtam a surface lease for ingress and egress on and across the tomunated pon1on of the leased prem1ses as nuy be reasonably necess:lry for the conunued operauon of 
the ponions of the lease rem.1ining m force and effect. If Lessee falls 10 apply for a surface lease '"tlun the 90 day period specified above, Lessee nuy apply for a surface lease from tho Land 
Office, but the Land Commissioner has the discretion 10 grnnt or deny such application and 10 set the fcc for such surface lease 

(0) IIORIZONTAL: In the e'cnt this lease is in force and effect two (2) )ears after the e~ptrauon date of the pnll13ry or utended term 11 shall funher 1em11nate as to all depths belo"' 100 
feet below the total depth drilled (heremafter "deeper depths") m each well located on acreage retamod m Paragraph 7 (A) abo,c, unless on or before two (2) )Cars afler the pnmary or oxtended 
tonn Lessee pays an amount oqual to one-half (I '2) of the bonus ong>nally pa1d as cons1dorauon for tlus lease (as spec>fied on page I hereof) If such amount is pa1d. this lease shall be in force 
and effect as 10 such deeper depths, and sa1d temunation shall be dolayed for an adduional penod of two (2) )Cars and so long thorcaftor as 011 or gas 1s produced m pa)·mg quanuuos from such 
deeper depths co' ered by this lease 

(C) IDENTIFICATION AND FILl ' G: TI1e surface acreage retamed hercwlder as 10 each "ell shall, as nearly as practical. be m the form of a square with the "'ell located tn the center 
thereof, or such other shape as may be approved by the School Land Board Wtthm thirty (30) days after pan>al1em11nauon ofth>s lease as pro,ided herem. Lessee shall execute and record a 
release or releases contauung a satisfactory legal descnption of the acreage and/or depths not retamed herew1der The recorded rolease, or a cen1fied copy of san10, shall be filed m the General 
Land Office, accompanied by the fil ing fcc prescribed by the Goncral Land Office rules in effect on the date ll>e release is tiled. If Lessee fails or refuses to oxccutc and record such release or 
releases within ninety (90) days afler being requested 10 do so by the General Land Office, then the Commissioner at his sole discrouon may designate by wn11en itiStrumcm ll1e acreage and/or 
depths 10 be released hereundor and record such >nstrwnentat Lessee's "'pense in the county or cowuics where the lease is located and 111 the official records of the Gonoral Land Office and such 
designation shall be binding upon Lessee for all purposes. If at any time after the efTecti\"O date of the panial termination pro,is1ons hereof. the applicable field rules are changed or the well or 
wells located thereon arc reclassified so thai less acreage is thercaftor allocated 10 said well or wells for producuon purposes. this lease shall thereupon tenninate as 10 all acreage 1101 thereafter 
allocated to said wdl or wells for producuon purposes. 

8. OFFSET WELLS: If 011 and/or gas should be produced m C011l111Crclal qUJnuues from a well located on land pm-ately owned or on State land leased 01 a lessor ro}alty, "h1ch well is w>thm 
one thousand (I ,000) feet of the area 1ncludcd herem, or which well1s drauung ll>e area covered by this lease, tl1e Lossee shall, "'11hm S>XIy (60) days after such mll>al production from the dnming 
''"II or the "'ell located within one thousand (1,000) feel from the area eo,ored by this lease begm m good fa>th and prosecute d1llgon1ly the dnlling of an offset "'oil on the area covered by thiS 
lease, Jnd such offset well shall be dnlled to such depth as nuy be nocessary 10 pro,ont the undue drnmage of the area co,ered by this loase, and the Lessoc, manager or dnllcr shall use all means 
nccossary in a good fault elTon 10 make such offset well produce 011 and/or gas in commercial quamiues Only upon the detcrmmauon of the Commissioner and w11h his wnllen approval, may I he 
payment of a compensatory royalty satis fy the obligation to dnll an offset well or wells requ~rcd under tlus Paragrnph. 

9. DRY IIOLEICE AT ION OF I' RODUCTION DURI G PRiliiARY TERM: If, dunng the pnnury term hereof and pnor 10 d1sco,ery and production of o1l or gas on sa1d land, Lessee 
should drill a dry hole or holes thereon. or if during the primary 1cm1 horeof and after the d1scovery and actual production of 011 or gas from the lea sod prc1111ses such producuon thereof should 
cease from any cause. this lease shall not termin:ne if on or before the exp>ra i>On of si"Y (60) days from date of COll1Jieuon of said dry hole or cessation of producuon Lessee commences 
addmonal dnlling or rcworl.ing operauons thereon, or pays or tendors the ne•t annual delay rental m the same manner as pro,idod m thiS lease. If, dunng the last )ear of the pnmary term or 
w1thm S>XIy (60) days pnor thereto, a dry hole be COll1Jietcd and abandoned. or the production of oll or gas should cease fo r any cause, lessee's rights shall rcmam m full force and effect wnhout 
funhcr operations Wlll l the expiration of the primary tern~; and 1f Lessee has not reswned productiOn tn paymg quanuucs at the exp1ra11on of the pnmary term, Lessee nuy numta111 thiS lease by 
condl>ellng adduional dnlhng or rcworkmg operations pursuant 10 Paragraph 10. us111g the e•p•ra110n of the pnmary torm as the dato of cessauon of producuon under Paragraph 10. Should the 
first "'ell or any subsequem \\Oil drilled on the above descnbed land be comploted as a shu1-1n 011 or gas well"' 1thm the pnmary 1em1 hereof, Lessee nuy resume payment of the annual rental 111 
the same manner as provided herem on or before the rental pay>ng date follow mg the exp>ration ofs1x1y (60) days from the date ofcompleuon of such shut·m 011 or gas well and upon the failure to 
make such payment, this lease shnll ipso facto tcm1ina1c. If at the expiration of the primary tenn or any lime thcreaflcr 3 shut-m oil or g3s well>s located on the leased premises payments may be 
nude in accordance with the shut-in provisions hereof. 

10. CE SAT! ON, DRILLING, A D REWORK! 'G: If, after the exptraliOn of lite pnmary tenn. product>on of 011 or gas from the lea>ed premises. after once obtamed, >hould coase from 
any cause, th iS lease shall not temunale 1f Lessee commences adduional drilhng or reworkmg operations w uhm si"Y (60) dJys after such cessation. and thiS lease shall renum 111 full force and 
effect for so long as such operations eonunue in good fa1th and in worlmanlll.e manner"' uhoul interruption.> touhng more than si"Y (bO) days If such t!rilhng or re"orl.mg operauons result m 
the producuon of oil or gas. the lease shall renuin in full force and effect for so long as oll or gas b produced trom the leased prenmes m paying quanut>cs or paynJCnt of shut-m otl or gas well 
royalues or payment of compensatory royalues IS nude as pro,ided herein or as pro,idcd by law If the dnlhng or reworl.mg operaUOIIS result m the con~letion of a "'oil as a dry hole, the lease 
will not lenni nate if the Lessee commences additional drilling or reworking operauons wtthm sl.\ly (60) days after the compleuon of the well as a dry hole. and th>slease shall renum in effect so 
long as Lessee contmues dolling or reworking operations in good fauh and m a worl.manhl.e nunner "uhout uuerruptions totahng more than si"Y (60) days. Lessee shall gJve wnuon notice 10 
the General Land Office w11hm th>ny (30) days of any cessation of prodncuon 

11. S II UT-1 ROYAL Tl ES: For purposes of tl1is paragraph, "well" 1neans any well that has beon assigned 3 woll number by the stale agency havingjurisdietion o'er the production of oil 
and gas If at any time afler the expiration of the prinury 1cm1 of a lease !Ita~ unul being shut m, was be111g maintained m force and effect, a \\ell capable of producmg 011 or gas tn paying 
quantities is located on the leased prcm1ses. but 011 or gas is not bemg produced for lack of su1wble producuon facillucs or lac!. of a su>table marl.e~ then Lessee may pay as a shut-111 011 or gas 
royally an amount equal to StO.OO per acre, but not less than S l.200 a year foroach well C3pable ofproducmg 011 or gas in paying quamiiiCS To be effective, each 1111t1al shut-m 011 or gas royalty 
must be paid on or before (I) the expiration of the primary term, (2) 60 days after the Lessee ceases 10 produce oll or gas from the leased premtses, or (3) 60 day'S aftor Lessee coll1Jietes a dnlling 
or reworl.mg operauon m accordance wllh the lease pro\1Stons; whtChe\er d.11e IS lltest If the shut-m 011 or gas roy;~hy IS patd, the lease shall be constdercd to be a productng lease and the 
payment shall extond the 1em1 of the lease for a penod of ono year from the ond of tl1e pnnury tcm1. or from the first day of the month folio"' ing the month m "'h1ch producuon ceased. and, aftor 
that, if no suitable producuon fac>hues or suitable nurket for the 011 or gas e~tsts. Lessee nuy e"end t11c lease for four more succossive periods of one (I) year by pay>ng the same amount each 
year on or before the e.pirauon of each shut-in year 

t 2. COMPENSATORY ROYAL Tl ES: If, during the period the lease is kept m effect by payment of the shut-in o>l or gas royalty, oil or gas is sold and dehvcred 111 paying quantities from a 
well located within one t11ousand (1,000) feet of the leased prcmisos and completed in the same producing reserYoir, or in any case 111 which drainage is occuning, the right to conunuc 10 maintain 
the lease by paying the shut-in oil or gas royalty shall cease, butll>e lease shall remain eiTecuvc for the renumder of the yeJr for \\o lllch the royally has been paid The Lessee nuy nuintam the 
lease for four more successive years by Lessee paying coll1>Cnsatory royalty at the royally rate pro,ided m the lease of the market valnc of production from the well causmg the drnmage 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 to the Comnuss>oner begmning on or 
before the last day of the month following the month in which the otl or gas is produced from the "oil causmg the drninage or that is completed in the same producing resorvoir and located witlun 
ono thousand (I ,000) feet of the leased premises: if the coll1>Cnsatory royalty pa>d m any 12-month penod 15 m an amount less llun the annual shut-in oil or gas royalty, Lessee shall pay an 
amount equal to the difference wuhm thiny (30) days from the end of the 12-month period; and none of these pro,isions wtll relieve Lessee of the obligation of reasonable developmc:m nor the 
obligation 10 drill offset wells as provided in N.R.C. Section 52.034; however, at the detenmnation of the Comm>ssioner, and w1th the Conmuss>oner's "-Tlllcn appro,-al, the paymem of 
compensatory royalties shall satisfy the obligation 10 drill offset "ells. Coll1>Cnsatory royally payments wh1ch arc not timely patd wlll accrue penalty and interestm accordance With Paragraph 5 
of tlus lea.se. 
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13. EXTENSIONS: Jr, at the expiration of the primary tenn of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the exptratlon of the primary tenn file in the General Land Office written application to the Commissioner 
of the General Land Office for a thiny {30) day e~tension of this lease, accol11'anted by payment of Three Thousand Dollars (S3,000.00) tf this lease eo,·ers six hundred forty (640) acres or Jess 
and Six Thousand Dollars (S6,000.00) tf this lease co,·ers more than SIX hundred fony (640) acres and the Commissioner shall. in wnting, extend tillS lease for a thirty (30) day period from and 
afier the exptratlon of the primary temt and so long thereafier as otl or gas is produced in paying quantities: provided funher. that Lessee may, so long as such drilling operations are being 
conducted nuke hke application and payment during any thtn) (30) day e"ended pcnod for an addmonal e"ension of thiny (30) days and, upon receipt of such application and pa)men~ the 
Commission<!r shall. tn \\"11tlng, agatn e"end tillS lease so that same shall renum tn force for such addmonal thtny (30) day period and so long thereafier as o tl or gas is produced tn paying 
quantities; pro,1ded, ho"ever, that this lease shall not be extended for more than a total of three hundred mnety (390) days from and afier the exptratlon of the primary tenn unless production in 
paytng quanmics has been obtatned 

1~. SE O F WATER; RFACE: Lessee shall have the nght to use "ater produced on satd 13nd necessary for operations hereunder and solely upon the leased prenuses, provided, ho"ever, 
Lessee shall not use potable \\ater or \\ater suitable for livestock or trrigatlon purposes for water flood operauons \\ ithout the prior \\ritten consent of Lessor Subject to us obliganon to pay 
surface danuges, Lessee shall have the nght to usc so much of the surface of the land that nuy be reasonably necessary for drilling and operating wells and transponing and nurketing the 
production therefrom. such use to be conducted under conduions of least tnJury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee 
schedule which ts effectl'e on the date" hen the actl\1ty requinng the payment of surface danugcs occurs. 

15. POLL TION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without limiting the foregoing, pollution of coastal 
wetlands, natural watema)S, nvcrs and nnpounded "ater shall be prevented by the usc of contaum~ent fac tlities sufficient to prevent sptllagc, seepage or grow1d water contammation. In the event 
of pollution, Lessee shall use all means at tiS disposal tO recapture all escaped hydrocarbons or other pollutant and shall be responsible for all danuge to public and pri,-ate propenies. 

(A) UPLANDS: Lessee shall build and maintain fences arowtd tiS s lush, swnp, and drainage pits and tank batteries so as to protect livestock agains t loss, damage or injury; and upon 
cot11'letion or abandonment of any well or \\ells. Lessee shall fill and Je,cl all s lush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(D) SU DI\I ERGED LANDS: No discharge ofsohd "aste or garbage shall be allo"ed mto Stale waters from any drilling or suppon ' cssels, producuon platfonn crew or supply boa~ 
barge, J3Ck·up rig or other equipment located on the leased area Solid waste shall include but shall not be limited to containers, equipment. rubbish. plas tic, glass, and any other man-made non­
btodegradable nems A stgn must be displayed m a high traffic area on all vessels and nunned pbtfonns stating, "Discharge of any solid waste or garbage tnto State Waters from vessels or 
platfonns lS smell)' prohibned and may subJeCt a State ofTe~as lease tO forfenure" Such Statement shall be in lettering of at least I" m size 

(C) RIVER : To the e"ent necessary tO pre,ent pollution. the provistons found tn subsections (a) and (b) of this paragraph shall also apply to n vers and ri'·erbeds. 

(D) PENALTY: Fat lure to cot11'1Y v.tth the requtrements of tilts pronston may result 111 the ma"mun1 penalty allo\\ed b) law includmg forfeiture of the lease Lessee shall be liable for the 
danuges caused by such fatlure and any costs and expenses incurred 111 cleamng arras affected by the discharged" aste. 

16. IDEi\TIFICAT IOJII MARKERS: Lessee shall erec~ at a diStance not to exceed t\\enty-five (25) feet from each "ell on the prenuses co,ered by this lease. a legible sign on "'hich shall 
be stated the name of the operator. the lease designation and the "ell number Where two or more "ells on the same lease or where "ells on two or more leases are connected to the same tank 
battery, whether by tndividual now line connections direct to the tank or tanks or by use of a multtple header system, each line between each well and such tank or header shall be legibly identified 
at all times, either by a fin11l y attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification markers shall be maintamed m a legtblc conditton throughout the tem1 of th lS lease 

17. ASSIG 1\IENTS: The lease may be transferred a t any time: provided. however. that the liability of the trans feror to properly discharge its obligation under the lease. including properly 
plugging obandoned welts. remo' ing platfomts or pipelines, or remedtauon of contamtnation at dnll sites shall pass to the transferee upon the prior written cottSent of the Collllnissioner of the 
General Land Office The Conmtissioner nuy require the transferee to demonstrate financial responstbihty and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded in the county "here the area is located, and the recorded transfer or a copy cenified to by the County Clerk o f the county \\here the transfer is recorded must be 
filed in the General Land O ffice within ninety (90) days of the e.ccution date, as provided by N R.C. Section 52.026, accompamed by the fi ling fcc prescribed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or centfied copy thereof E'ery transferee shall succeed to all rights and be subject tO at! obligauons, liabilities, and 
penalttes owed tO the State by the origmallessee or any prior transferee of the lease. tncludtng any habthttes tO the sute for unpatd royalues 

18. RELEA E : Lessee nuy relinquish the rights granted hereunder to the State at any time by recordmg the rclinqutshment in the cow1ty \\here this area is situated and filing the recorded 
relinquiShment or cenified copy of same m the General Land Office wtthtn mncl) (90) da}s aner tiS e~ccution accompanied by the filtng fee presenbed by the General Land Office rules in effect 
on the date of recetpt by the General Land Office of such rehnqutshmem or cemlied copy thereof Such rehnqutshment " til not have the effect of releasing Lessee from any liability theretofore 
accrued in fa ,·or of the State 

19. LIEN: In accordance wtth N R.C. Section 52.136, the Sute shall ha,·e a first hen upon all o tl and gas produced from the area co,ered by this lease 10 secure payment of all unpaid ro)-alty 
and other sums of money that may become due under this lease By accepunce of thts lease. Le:;see grants the State. in addttton to the hen pro,1ded by N R.C. Section 52. 136 and any other 
applicable sututory hen, an e\press contractual lien on and secunty mterest mall leased mmerals tn and extracted from the leased premtses, all proceeds which may accrue to Lessee from the sale 
of such leased nunerals. whether such proceeds are held b> Lessee or by a thtrd pany, and all fixtures on and 1111pro'·ements to the leased premises used in connection with the production or 
processmg of such leased mmerals 111 order to secure the pa)ment of all ro}alttes 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 condllton o fthts lease. \\hether e\press or in1plied. ThlS lien and security interes t may be foreclosed wtth or without coun proceedings 
in the nunncr provided in the Title I. Chapter 9 of the Texas Business and Conm~trec Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as 
may be reasonably necessary tO ackno" ledge. attach or perfect this lien. Lessee hereby represents that there arc no prior or superior liens arising from and relating to Lessee's activities upon the 
above·descn'bed propeny or from Lessee's acquisition of this lease Should the Comnussioner at any ttme detem1ine that this representation is not true. then the Commissioner may declare this 
lease forfeited as pro,ided herein. 

20. FOR FEITURE: If Lessee shall fail or refuse to make the paymem of any sum within thiny (30) days after it becomes due, or ifl..essce or an authorized agent should knowingly make any 
false return or false repon concerning production or drilling, or tf Lessee shall fatl or refuse to dnll any offset "ell or wells in good faith as required by law and the rules and regulations adopted by 
the Conumssioner of the General Land Office, or if Lessee should fat I to file repons 111 the matmer rcqutred by Ia" or fail to comply with rules and regulations promulgated by the General Land 
Office. the School Land Board. or the Railroad Commission, or refuse the proper authority access to the records penaining to operations, or if Lessee or an authorized agent should knowingly fa il 
or refuse to give correct infomution to the proper authority, or 1-nowingly fatl or refuse to furnish the General Land Office a correct Jog of any well, or if Lessee shall knowingly violate any of the 
material provisions o f this lease. or if this lease is asstgned and the assignmentts not file.S 111 the General Land Office as required by law, the nghts acqUired under 

this lease shall be subject to forfeiture by the ContmtSsioner, and he shall for feu same when suffic temly informed of the facts "hich authorize a forfcuure. and "hen forfeited the area shall again 
be subject tO lease tO the htghes t bidder, under the same regulauons controlhng the origmal sale of leases. Howc,er. nothing herein shall be CO!blrlled as waiving the autonutic termination of this 
lease by operation of Ia" or by reason of any special limitation arising hereunder. Forfeuures may be set aside and this lease and all nghts thereunder reinstated before the rights of another 
intervene upon satisfactory e'idence to the Comnusstoner of the Gen<!ral Land Office of future cot11'liance with the pro,isions of the law and of tilts lease and the rules and regulations that may be 
adopted relative hereto. 

21 . RIVERBED TRACT : In the e'ent this lease co,·ers a n verbed, Lcs.ce is hereby specifically granted the right ofellllnent domain and condemrtation as provided for in N.R.C. Sections 
52.092-52.093. as a pan of the consideration mo'ing to Lessor for the covenanb herem made by Lessee 

22. A PPLICA BLE LAWS AND DRILL! 'G RESTRICTIONS: This lease shall be subject to all rules and regulations. and amendments thereto. promulgated by the Commissioner of the 
General Land Office go,emmg drilling and producmg operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of 
royalties, and auditing procedures. and shall be subject to all other valid statutes, rules, regulations. orders and ordinances that may affect operations under the provisions of this lease. Without 
limiting the generality of the foregoing, Lessee hereby agrees, by ~te acceptance of tit is lease, to be bound by and subject to all statutory and regulatory provisiotts relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said pro,isions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation distric t or by the United States for the purpose of navigation or other purpose 
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incident to the oper.uion of a pon. then Lessee shall not be emitled 10 enter or possess such land without prior approval as provided under Section 61 . 117 of the Texas Water Code, but Lessee shall 
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special pennission from the 
Commissioner of the Genernl Land Office is necessary 10 make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged 
bonom edge of any channel, slip, or turning basin which has been authorized by the United SUites as a federnl project for future construction, whichever is nearer. 

23. RE~ IOVAL OF EQU IPMENT: Upon the 1em1ina1ion of thiS lease for any cause, Lessee shall not, in any event, be pemuned 10 remove the casing or any pan of the equipment from any 
producing, dry, or abandoned well or wells without the wrinen consent of the Commissioner of the Gcnernl Land Office or his authorized representative; nor shall Lessee, without tile wrinen 
consent of said Commissioner or his authorized representative remove from the leased premises the casmg or any other equipment, matcnal, machmery, appliances or propeny owned by Lessee 
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and unti l all slush or refuse pits have been properly filled and all 
broken or discarded lumber, machinery. or debris shall have been relllO\'cd from the premises to the satisfaction of the sa1d Conmtissioncr or his authorized rcpresenlllllve. 

2~ . FORCE 1\IAJEURE: Should Lessee be prevented from complying with any express or implied covcnalll of this lease, from conducting dnlhng operations thereon, or from producing oil 
a nell or gas therefrom. after cffon made in good faith, by reason of "ar, rebellion, riots, strikes, lircs, acts of God or any order, rule or regulauon of go,emmcnllll authority, then wh1lc so pre\entcd, 
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof prescmed 10 the Commissioner of the Genernl Land Office 111 suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith (except 111 the C\'Cnt of lease operntions suspended as pro'1dcd in the rules and regulauons adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause. from drilling, reworking operauons or producmg 011 and/or gas from the leased 
premises; provided, ho" ever. that nothing herein shall be construed 10 suspend the payment of rentals during the primary or extended tcml. nor to abndge Lessee's right 10 a suspension wtdcr any 
applicable statute of this State. 

25. LEASE SECU RITY: Lessee shall wke the highest degree of care and all proper safeguards 10 protect said premises and 10 prevent theft ofo1l, gas, and other hydrocarbons produced from 
said lease. Th1s includes. but is not limited 10, the installation of all necessary eqwpmcnt, seals. locks. or other appropnate protective devices on or at all access pomts at the lease's producuon. 
gathering and stornge systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas royah1es thereon 
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. 

26. REDUCTION OF PAYI\IENTS: If. during the primary 1em1. a ponion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the 
School Land Board in accordance with Natural Resources Code Sccuons 52 IS 1-52. 1 S3, or if. at any umc after the exp1rn1ion of the pnmary 1em1 or the extended tenn. tins lease covers a lesser 
number of acres than the lOili I a1noum descn'bed herem, payments that arc made on a per acre basis hercw1der shall be reduced according 10 the number of acres pooled, released. surrendered, or 
otherwise SC\'ered, so that payments determined on a per acre basis under the tcnns 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 tenn. the number of acres acrually relllincd and covered by this lease. 

27. UCCE ORS AND ASSIGNS: The covenants, conditions and agreements contamcd herem shall extend 10 and be bmding upon the heirs, C\ccu1ors, adrrumstrators, successors or 
assigns of Lessee herein. 

28. ANTIQUIT IES CODE: In the event that any feature ofa rehcolog1cal or historical interest on Pemunent School Fund Land is encountered dunng the acuvmes autl1orizcd by this lease. 
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologis~ Asset Management Division. 1700 N. Congress Ave., Austin, Texas 78701) 
and the Texas l liscorical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undenaken 10 protect or recover such disco,·eries or findings. as appropriate. Lessee 
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Sllltute 915; 16 U.S.C.A. 470) and the Anuquities Code ofTe>.as, Chapter 191, Tex. Nat Code 
Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated 10 the Pemunent School Fwul, lessee shall notify the Texas Historical Conm1ission before breaking ground at a project 
location. An archaeological survey might be required by the commission before construction of the project can commence. Further. in the e'cnt that any sue, objet~ locauon, anifact or other 
feature of archaeological, scientific, educational, culturnl or historic interest is encowuered during the activities authorize by this lease, lessee w1ll immediately notify lessor and the Texas 
I lis tori cal Commission so tl1a1 adequate measures may be undenakcn 10 protect or recover such discoveries or findings, as appropnatc. 

29. VE 'UE: Lessor and lessee. including lessee's successors and assigns. hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding 
mterprellltion of this lease. or relating in any way 10 this lease or 10 applicable case law, statutes, or adminiStrative rules. shall be in a coun of competent JunSdiction located in Trn.,s County, State 
of Texas. 

JO. LEASE FILING: Pursuant 10 Chapter 9 of the Te<. 13us. & Com Code, this lease must be filed of record m the office of the County Clerk in any county m \\hich all or any pan of the 
leased premises is located, and cenified copies thereof must be filed in the General Land Office. The prescnbed fihng fee shall accompany the ccmficd cop1cs sent to the General Land Office. 
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9;011 an gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the SG~te of Texas. 

~ 

LESSEE 

BY: _ _ _ _ __________ _ 

TITLE: _____ ____ _____ _ 

DAT E: _ _ _ ___ _ ________ _ 

H EREO F, witness the signature of~te Commissioner of the General Land Office of the St:lle of Texas wtder ~te seal of the Gcner.tl Land Office. 

STATE O F ___________ _ _ 

CO TY OF _ ________ _ _ 

COi\l i\IISSIONER OF T H E G ENERAL LAND OFFIC E 
O F H IE STATE O F T EXAS 

APPROVED 

Contents 
Legal 
DC 
Exec 

(CO IH'ORATIO N AC K!"'OWLEOGi\IENT) 

BEFORE ME, ~>e undersigned authority, on this day personally appeared. ______________________ _____________ _ 

known to me to be the person whose name is subscnbcd to the foregoing instrumen~ as, _ _ _______________ _______ of 

- - - ---------------- ---- - - ----------------- ---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 ofoOice this ~>e. ________ day of _ _ ___ _____________ _, 20 _______ _ 

Notary Public in and for ___ _____ _ ________ _ 

TATE O F _ _ _ ________ _ 
(INDIVID UA L AC KNOWL EDGJ\ 1 ENT) 

COUNTY OF ________ ____ _ 

Before me. the undersigned authority, on ~tis day personally appeared _ ___ _ _ _ _ _ _ _____________ ____ _ 

known to me to be the persons whose names are subscribed w the foregoing instrumen~ and acknowledged to me that they executed the 
same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the. _ ___ ___ _ day of ___________ ___ ___ _ _, 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: 

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. 24, 
which has been assigned the lease number M-1 06307. 

State Lease M-1 06307 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 13uiltling • 1700 orth Congress Avenue • Austin, Texas 78701 - l-195 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.rx.us 



\ 

0 z 
~ 

4J .... 
ii: 

CIS 
0 

~ 
0 ·;;; 

.~ 
s e 
8 

>-
a:l 



W l t:LIAM A. OIALFANT, CPL Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail : bi ll@chalfantproperties.com 

( -

June 28, 2006 

Mr. Drew Reid 

CHALFANT PROPERTIES, INC. 
{)if C §a> Lc.a>in:J aru./ Q)topetlic.l 

1 502 NORTH BIG SPRI G 

P. 0. BOX 3 1 23 

M IDLAND, TEXAS 79702-3 1 23 

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

Re : Certified Oil and Gas Leases 

Dear Mr. Reid: 

Enclosed please find certified copies of oil and gas leases that were bought by 
Chalfant Properties, Inc. in the April 4, 2006 lease sale. We also bought lease 
number M-106300 which has been sent to Culberson County for recording and will be 
sent to you as soon as it is returned . 

Should you have any questions or need anything further, please do not hesitate to 
call our office. 

Sincerely, 

Mashala K Cross 
MKC/ moh 
en~tosures 
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OIL AND GAS LEASE 
NO. M-106307 

WltE.REAS. pwJ\QRIIO Lht Tcus Nanni Ruourc-es Code Chapters 32,33, Sl, 1nd Ctuptcr Sl, Subchaptc:rs A·D and It, (utJ Code be ina hcrcinaftc.r rcfcrTCd to as N R.C). and subJCCito all 
Nld and rccutanons promuJptc:d by the: Co11'1T1SsKmCr of lht Gcncnl Land OfTkc andlor the School land Boud punu.ant \hereto, and all other appheablc staMcs and 1mcndmtnts w sald 
N R c. the ronnwm& :uc:a. 10-WII 

SECTION ll, BLOCK 45, PUBLIC SCIIOOL I.-AND SURVEY, REEVES COUNTY, TEXAS. CONTAI NING APPROXIMATELY 171.7 ACRES, AS SIIO\VN ON TilE 
OFFICIAL MAP OF REEVES COUNTY, T&XAS NOW ON FILE IN Til E TEXAS GENERAL LAND OFFICE, AUSTIN, T&XAS. 

""''- •ll<r 1><1111 duly 14'-cnoscd, otl'cred Cor kuc on lhc •• doy of Aprl~ 1006, 11 10:00 o"tlottl m, by lhc Cormwooncr ollhc Gtocnl Land Offiet ollhc Stalt ofTuas ond lhc Stbool und 
Board ofcht Sutc ofTuu, for the: sok: and only pu:pou ofprosp«tinaand drilhn1 fOf, and producan& oil andior cu that may be found and pn>duccd &om the abo,•c dc.scribcd arn, and 

WHEREAS, after aU b1ds and rcmntanc:c:s "'h1Ch wuc reCCI\·cd up 10 s~ud 11mc have been duly constdcrcd by the Comrllsstoner of the Gcncr.1 Land Office and the School Land Board at a 
r~subr rnec una thcreofsn the Omcnl Land Ofr~t.c, on the • " day or Aprl~ 1006, hc.rcwftc.r the •cffccuvc date"' and 11 'olo'JJ found and determned that CIIALP'ANT PROPERTIES INC "hose 
addtus ll P.O. BOX Jll.J , MIDLAND, Tt.XAS 79701 h.ad otrc.rc.d the tuahc-st and best btd (Of alusc of the arcaabo\e ducribed and is, thcrc(O«", cnbdt"d to r«CIVC. a kuc lhcrc.on 

NOW, TU £RfFORE. 1. Jeny E. Pancrson. COfm'IUtOncr of the: Gcne~ll..Jnd Off.cc ofchc Sute ofTuu, hcrtmaRcr somctuncs referred to u "'Lessor: whose addrc:ss is Auslln., Tcus. by 
vu1ue of the authonty v,c_sted Ll1 me and 1.11 consideBhOn of the payment by the hcrc:in.after dCIIJl\lled l..c:sscc, the sum of For ry Thouund Two Hundrtd Suen And 50/100 Doll an 
($40,107.50), rtcc1pt of which is hereby ackno.,.,.lcdaed and of the royallics, covenants. stipulations and condirionJ 'ont.aincd and hereby aarced to be paid, observed and pcrfOmlCd by Lc:.s.sec. do 
hereby ckmu. cnnt. kue and kt unco the above mtnbOncd bNSder the u clu.nvc n&ht &o prospect for, proch.ce tnd take 011 ancllor aas &om the aforesaid area upon l.hc rollo-.•n& terms and 
COnditiOnS, '0--'*11. 

I. RESERVATION There u htrtby u ccpltd ond r<><rvtd 10 Lwor lhc 1\&JIUS< ollhc proptrt)I<O,~red h<rtby anch U nl)\u "'lh r<sp<<tiO 11ot surfotc ond subsurfot< lhtr<orror u~ •nd 
all purposes uccpt those vanted and to the utcnt herem pntc:d 10 Lustc:, toaethcr wuh the nahts of lncrus and c:sress and UIC or nid lands by Lt.ssor and 1ts mncnllc:snu. for pwpous of 
upkwm.J for and PfOduc:•nJ Ihc mmc:nls •Nch arc not tovcml. or v.-tuch ""Y not be tO\'"ercd sn the f\tturc, under the: terms or th&J kase, but \lihKh ""Y be: kK:11c:d within l.hc- surface: bound.anes 
or the kaKd aru All of the nJhts m and to lht kucd prtrmc:s rc:Lilncd by Ltuor and aU of the n&hU in and 10 &he: lus«< pnrmu vanted 10 Lc.ucc: hcre1n shall be nc:rcned m such a rranncr 
chat nc.1thcr shall unduly mkrl'c:fe v.1lh the opcnhOnl of &he- other 

1. TERM SubJeCt 10 the other provtS.anJ hereof. thts lease shall be for a tcnn or n' t (5) yt•r• &om the cfTtctl\'t due hereof (herem called '"pnmary tc:nnj and IS lonJ thcrnnc:r u 011 cr 
p.s IS produced 1n PIY'"I quanhhcs from said arc:a 

J . DELA V RF...'"TALS If no .,.c:U ts conwnc:rKed on the: land hcKby leased on Of before: the aMIVC:I"JIJ')' date of thu kasc:, ltus k:ase shalltetmlnat.c as lO both pu1~s WllcU ~ l cuee on or 
before sald d.Jtc shJII pay or cc:ndc:r lo the Cormus10ncr of lht: Gc:ncl'11 l.and Omc.e o( the State ofTu.as at Awhn. Te.u.s. the: amount Jpc:Cificd ln the follow•n& schedu.lc m.alhpiK'd b) the 
nUI'Iltxr of acres In the prt:nUSt:J, wtuch slull Opci'11C IS I rental and CO\'C:r the pnY~It:Je O( dc:fc mn& the tOnmc:nc:emc: nt of a Y..ell for twel'"c. (11) month-1 from said date In lll.c n1.1nncr and upon 
payments or tenders or arnoWits set out in the followmJ schedule, the commcncenwnt or a well m1y be fW'1hcr defenc:d for a hkc pcnod or the Jlme nwnbcr of months 

Aoojyeuary Date P<lty ReniAIIXr Acre 
flf$1 s soo 
Sttond s s 00 
Thlld ns oo 
FoW1h S2S 00 

• · PRODUCTION ROYAL TIES SubJ<CIIO lhc Pf'OVISIOOS l'or royolry reduc:toons S<l 0U1 in subpmlflph (E)orlhu plralflph 4, upon p<Od<itlion oloolondlor JU,lhc I.<SS<< 111"'<1 toP'' 
or nusc 10 be- sud 10 the CorMWUIOnC'r oflht Gc:ncnll.and Offtec an Ausun. Tc.us. for t.hc: usc and bc:ncfit oflhc Stale ofTc.A.U. dunq lhc: tenn hereof 

(A) OIL As • royalty on 011, v.-Nch lJ dcfuwd u lnCiud"'' all h)'dtocarboN produced sn a hqwd fonn 11 the mouth or the v.cU and also a11 condensate , duhtlatc. 1nd other hq-wd 
h)'droc.:arbons recovere-d from 011 or PJ nm throuch 1 scpan~r or other cqwpmcnt. u hcrcamner provtdcd, 114 part of the JfOU productiOn or the market value &hereof, at the optaon of the 
Lcuor, such value 10 be detem11nc:d by l) the: h!Jhd.t posted pnc-c, plus premwn. 1fany, offered or p11d for oil, c:ondei'\J:atc, diStillate, or ochtr hqwd hydrocarbons, rc:spc:cU\c:ly, of 1 hl.e t)-pc and 
JRV\l)' lft the' &Cl1Cr111lel ,.hc:rc: produced and v.-hcn Nr\, Or 2) the lu&hc:Jt I'Nr\:ct pnec: thereof offered Of paid Ln the JC:ncnlarc:a •hcrt produced and v.-hcn run., Of J) the poll proceeds of the 
sale lhuto(. v.tuchc\'tt u the er«tcr l..cssc:c: llfUS that bcfo~ any p.s produc:ed from the b nd hereby lca.scd tS sold, Ukd or procc:.uc:d m a plant, il ~Mil be run flee of eost 10 Lc.uor throuah an 
1dcqwtc o1l and ps scplintor or convcnbOnll type or othtt c:qwpmcnt at kastu cf1"1Citnt 10 lht end that all hqwd hydroc.arbons recoverable: tiom the JU by such mtam will be rccovtr~ Upon 
..,_nnen constnl of Lc:ssor, lhc rcqwrcmcntlhat such au be run throu&h such 1 sepan!Of Of olhcr eqwpmcnt may be: waw~d upon such terms and cOnd1tjons as prc:scn'bcd by Lcssor 

(B) NON· I' ROC£SSED GAS As a royalty on any aas (n~ludm& narc:d au), which is dcRncd as all hyd.roc:a~ boru and aueow subsllncc:s not defined 11 oil in subparacnph (A) abo\'C, 
produud &om any ,.en on said land (ucepc as provided herein wuh rc:.speCliO ps processed in a p!Jnl for the utnctiOn of psolinc, liquid hydroca.rbons or other prod\KU) 1/.C pan of the cross 
pn><lucbOn or lhc mukc:t value c.hcrw(, at the opbOn of the: t..usor. such valut to be based on the tu&hcll m11ket pncc: paid or offered t« au or co~blc qt.Yhty in chc aencralatta ,.here 
produced :and ,.hen run. or lhc aros.s pric:c: patd or offered 10 lhc producer, v..tuc.hc~r upc:ater Pf'O\tdcd ~~the muunum pressure: base "' mca.surin1 the ps undtr this lc.ue contncl sttan not at 
any llrnC: ucced 14 6S pounds pc:r sq~rc inch absolute. t.nd the. n andard b&se IC,..,c:rarwe at\111 be sb.cy (60) depus Fahrenheit, c:Drfterion to be ,.de ror pressure- accordtnSIO Ooyte·s u ... 
and for .spc:c1rte. p1vity •ccordUJIIO tuti'Ndc by the Balance Mclhod or by the: most approved method ofttstin& be in& used by l.hc Lndwtry at the time of tcstin& 

• • • • • • • • • • • • • • • • • • • • • • • • . • • • 
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(C) PROCESSED GAS: lu a royalry on any JU procus~d an a ps.ohnc pbnl or other pbnt for the recovery of &J.JOiu'IC or other bqu1d hydrocatbons, JLi ~n of thc rcJtdur ps and the 
hquad hydronrbons utnctcd or the market value thcrcor, at the optLOnoftbc Ussor Allro)'lluu due herem s~ll be based on one hundred pc.rccnl (10<>-1.) o(IJK total pl.1n1 produc:uonofrcsN!~ 
JU altnbuUblc lO Jill produced from lbLJ lease, and on fifty percent (So-/,) or tJut pcrccn1 •ccnunc to Lessee, \llr"tuchcvcr is the rrutcr, of the total plant production of hqutd hydrocarbons, 
llblbuublc to the JU produced from this lease; pn)Yldcd th.Jt 1f hqWd hydrocarboru 1ft recovered &om &.U processed in • plant m which Lessee (or Its parc.n1, sl.bsKhary or affiliate) owns an 
meerut. lhcn the pc:rccnuac applicable co liquid hydroc:albons shill be fiRy percent (S~h) or lhc: hi&hc.st pcrccna accrwnato a th1rd pu ty procromc au Wouah suc:h pl1n1 uf'Mkr a proccssma 
:agrccmcnllleJOilJltd atanns' lcn1th (or 1fthcrc uno such third party, the highest percent then bcinc specified in proceuincaveemcnts or comncu in the indusuy), whidlt\'tf LS the greater. Tht 
rc.Sp«.hvc royaltKs on residue en and on hqWd hydrocarbons shall be determined by I) the: tuchcst market price ptld or offered for any cas (or hqu.id hydronrbons) of con1)arable qwhry 1n the 
eencr.al area or 2) the lfOSS price p1id or alTered for such residue au (or the weighted a venae pou selling pnce for Lhe respective jtndes of liquid hydlourboru) • ....,hichever is Lhc rrnter. In no 
event., however, shJII the royalrics payable \mder thi.s pan&raph be less thin the royalucs wh1ch would have been due had the cu not been processed. 

(0 ) OTUER PltODUCTS: As 1 royalty on carbon black. sulphw- or any olhcr producu produced or rNnu(ac:twed from ~u (excepting llqu1d hyWo<:arbou.s) whelhcr sa1d ¥-JS be 
"casmahe:ad," "dry" or any other gu, by fractionatine. burning or any other proccsstng, 1M pan of rross productton o( such products, or the market value thereof. 11 the op11on of Lessor. such 
m;u1et value 10 be determined as follows: 

(I) On the basis of lhc highest rNrket pncc of n ch product. dWln& the same: month m which such product LS produetd. or 
(2) On c.hc: ~SIS oflhc avenge cross u'e pnce of each produce for the same month tn 'fthKh such producu arc produce-d; 'fllluc:hc~er IS the treater 

(E) VARIABLE ROYAL. TY: (I) SubJeCtiO the other proV'LSION ofthu kue, 11 u: hereby provtdcd that an d)C e\'C'nl product&on m paytn¥ qWintlt&cs IS utabh)hc:J pun~ut to l11c tcmtS uf 
thu lcuc and SIX.h producuon lS brou,hc on line and saks thereof are COfM"Itnced v.tth1n e1ghteen (II) months of lhc effecme <bte hereof, the fO)'III)' rate pro~1dcd hcrc111 s~ll be: rcduc:el.! 10 
20't t, and J.ha1l1pply 10 C"Kh J.~SC'Q\KAI ,.ell dnlkd and JKodUCcd on the Wid CO\ertd by lhLS lea1e ProVMIC'd Lml. 1f dUiln¥ such Cl¥hleen (18) JT»nth ccmt d""nc 'fllhK'h Less" nwy c•m 11 
reduced royalry nte of2G-A u he.rc&n prov•ded. Leuc:c should dnllm 1ood f111h and eoff1)ktc the flfllv.eU as a dty hok on the land co-.,ered by Lhu lca.sc, Lessee rN)' recei\C" a three (J) momh 
u .lt.rutan of \he lt:nn 1n which to cam a r·cd!X.ed royalry r1le by JIVIJ\& notKC toW Cornnussronc.r of the GenctJI Land Ofrrce. comrncncmJ dnlhna operatiOns on an add1U0nal v.ell pnor to the 
explf1uon of such three (J) month pcnod and prosccuuna d•liaendy and maood faith the dnlhna of such add11ronal v.clland C'Of11)1enna: same so that produc:110n m ~y1n1 qu.autat&es lJ cstabhshcd 
and so ~t such production u brouaht on hne and ulcJ lhcreofare cort"IT'Itnced prior to the eAplration of such tl'uce (l) m:mth utension penod 

(11) In the event production m pa)1nJ Q\.W\IJlKS u: csllbhshed pursuant co lhc t.cnns of lhlJ ln .sc and such producuon is brouaht on line- and plcs thereof 11e comn-.cnced al\er the u.pu"Jt1on 
of ciJhtecn (II) months from the effective date hereof but pnor &o the upirltion oft'Acnty·four (24) months from the eiTeca;,c date her«:~(, the royalty nte: proVKkd herem shill be reduced to 
22 se,~ arwf sh.all apply LO u ch sub$cqucnt well drilled and produced oa cht bnd covered by this lease.. Provided that. if durin1 such su. (6) month ttnn dwin& wtuch Lc-J.JCc- INIY cam a reduced 
ro)'llty r.uc: of 22.S% u herein provided. Lc.s.sce shoWd drill m &ood faith and C001Jiete lhc: first 'o\ell u a dry hole on the land covc:red by th&s 'case, Lu.scc rN)' recci\-c a tJvcc (J) month 
utcns10n of lhc tcnn in which to cam a reduced royalcy ntc: by aivina notice co the Commissioner of the: Ocncnll..and Offtcc, comm:ncinc dnllin& open tioru on an adJitiorul v.ell prior to the 
n.p1rah0n of such three (J) month period and prosccuun1 dihcently and in &ood faith the dnllma of nch addition.al well and COIJ1)1crine umc so lhat production 111 payina q~,gntitics is csu.bhshcd 
:and SO Wt such prod~X.tion lS brought on l111c and sales thereof are corrmrnced prior to the uplnrion of such We-e (3) month utcnsion period. 

(F) NO DEDUCTIONS: l..c.sJ.c_c acrccs that all royalties accNinc lO Lessor Wlder thiS lc;a.sc shill be Without deduchOn for the cost ofproduc:in&, tnnsportma, and othef"NISe rrokmg the 01!, 

¥U and other products produced htrcWlder rudy for sale or usc. 

(C) ROYALTY IN KIND: Nocwithnandln& anychina contained herein to the eontnry, l.euor may, at Its option, upon noalcss than 60 days not1Ce to Lessee, rcquue at any tunc or from 
tunc 10 lime that paym=nt of all or any royalnu accruina &o Lcnor under this lease be made in k..nd without deduction for the cost of produclns. salh<:nng, storina, sepa111 1ina,. tr«tin&, 
dehydrah.ng. co.,...,re.ssing. proccssinJ, tnnspomna and otherwise IT\) kin& the oil, aas and olhtr producLJ produced hereunder ready for sale or we, leuor's n&hl to take 1ts ro)'Jh)' in kind shall not 
dunmish or ne&alc Lusor's riahu or l.c.s$cc's obliaabons, whether cxprc.ss or in..,lied, under \his lease 

(It) PL.ANT FUEL AND RECYCLED CAS: No royalty shall be payable on any ¥U as mil)' represent Llus lease's propon tOnalc share of any fuel used tu process KU produced hcn:under 
many proccssma planL NotwututaAd111& an)'thma contained herc1n 10 the contrary. and subJctlto the cons.cn& r.n wnuna o(cht CommissiOner of the General land Off.c:e, L.cs.scc m;ay rccyde &IS 
for ps hi\ pwposcs on the kascd prtrm:es after the liqwd hydrocarbons contamcd 1n the ps have been rcO\?ved, and no ro)'Jitics shall be payable on lht cas so recycled Wllll SU(h time a.s the 
s.n1e m~y thttc-aftcr be produced and sold or used by Lessee 111 such rNMC:r a.s to entllle l.cssot to a roYJhY thereon under the royalty provurons oflhJs km 

(I) ~I INIM UM ROY A.L TV: Dunna~ny year after the c:xpntion of the primary tcnn ofdus kue. 1fthts lease IS rNUU&Jncd by productton, the royalties patd 10 Lc.ssor m no e~nt sha ll be: 
lcs.s thJn an amoun1 cq~,glco SS.OO per acre; olhcrwt.SC, there shall be due and payable on or before the la.st day of lM month succccdin& the aMivcn:ary date of Lhl.s lease a swn equal &a SS.OO pc.r 
acre Ius the amoWlt of royahies paid dP.lt'ln& chc prcccdu\1 yur. 

(J) MARCINAL PRODUCT10N ROYALTY: Upon l.c:uc:e·s "'nuen apphcatron.lhc School land Board I'N)' r·educe lhe royalty rite: set out 1n thu par~¥J'aph an.Jfor lhc 11\lnrnwm 
royal!")' sci oul m sub~r1graph .. (I) to utrnd the econorruc h(c ofl.hu lca.sc and encounae r«<very of oil or ps that miKhl otherwise rcm;un unreco\ered Any such ro)'Jity reduction mw1 
c-onfonn to the reqwremcnts of any School land Board adnuniSCJlb\e rules on th1.1 SubJec-t Ro)alry na y not be reduced bdow lhc appliuble statucory nUntmun\ 

S. ROYALTY PA YMEiiTS AND REPORTS All royalt1cJ not ukcn rn kJnd shill be paid 10 the ConvnisstOncr oflhc GcntDI Land Office 11 Ausun, Te.us. 111 the (oUowU'I& na nncr. 
Paytncnt of royalty on prod~X.tion of oil and JU shall be u provided in the Nics tel forth 1n lhc: Tuu Reg1s1cr RuJe.s eun-cntly provtde ~I royally on oi' 11 due and nll.'ll be rccc1Hd 1n the: 

General land Ofrtce on or before Lhc: Slh d.ay of the second month succedUl& the month of prod!X.IJOn, and royally on au is due and must be rccctvcd in the Ocnenll..and OfflCc on or before the 
I SLh day of the se-cond month succccdinal.hc month ofproducrion, aeco"l>anied by the affidavit ofl.hc owner, muaacr or other 1uthorizcd aacnt, COf11)1cted in the fonn and tNMCr pre.scribcd by 
the Oenenl Land Omce a.~ showina the po.ss amou.ntand dispo.sition of all oil and au prodl.l(cd and lhc: market value of the otl and aas. together with a copy of all docwncnu, records or repons 
conf'11m1ngthc cross production, disposition a.nd market value lncludin& a.u meter readinas. pipc:hnc rcccipu, &aS line receipts and other checks or memoranda of amount produced •nd put mlo 
p1pehncs, tanks, or pools and au linc.s or ca.s siOnge, and any other reporu or rteords which the Oene~ll..and Office rNY require to veri fy the gross production, d1SpoJ1110n and rtl.lrkcc value. In 
all cu es the authority of a rNna&cr or aacnt to act for the Lessee herein must be fikd 111 the Gener1l Land Office Each royalty payment shall be accofl'4)anled by a c.hcc:k stub, schcdWe, swnnury 
or other rcnuuance advice sbowina by the usiJned Ocncnl Land Otlk e lease number the amount of royalry bcin& p1id on each lease. tf Lessee pays his royalty on or before thirty (30) days after 
the: royalt)' payment W'J5 due, then lessee owes a pcrulry or .S% on the royalty or S2S.OO, whichcvtr is arutcr. A royally payment wtuch is over thirty (JO) daya;la\e shlllaec:ruc a penalty of 10•1. 
of the royahy due or S'2.S.OO whichever is crc-atc.r. In addition &o a penalty, royahic.s shall accNe interest 11 ante or 12'1. per ynr, such interest will be&ln accNina when the: royalry iJ si"'ty (60) 
days overdue. Affldavits and s~s doc.u.mcnLS which arc no1 fikd when due shall incw- a penally ln an amount sci by the Gcnenl Land Office adnUmstnuve rule whtch is effective on the 
dJt.c when the: affid.aviu or supportina docwncnts were due. The Lessee shall bur all respoNibilicy for payina or cau.sin& royalties to be paid a.s prc.scribcd by the due date provided herein. 
Payment of the: delinquency penalty .shall ia no way opcntc: to prohibit the State's ri&ht of forfeiture as provided by taw nor ace 10 po.scponc the dale on whkh royalties were originally due. The 
abo\"C penalty provisions stwl not apply i.n cases oft.Jtlc dispute u &o the Stale's portion of the royalryor 10 that portion ofthc: royalty in dispute as &o fair rNrkel VJiuc. 

6. (A) RESERVES, CONTRACTS AND OTIIER RECORDS: Lessee shall aM"'IIY (..,.ish the Comnussioncr of the Gcnenl und OffK< "''lh iu bcso possible <SIUNI< of ool and ps 
rescl'\es ww:lcrlyt.nJ this lcuc:. or aUoc:abk 10 this lcuc and sh.aU fUrnish said Comnuss10ncr wath wp~s of all conunu under which zas is sold or proceutd and aU subsequcnlagreemenu and 
amcndmc:nu to such conuaw: within tlwty (JO) days after cntcrin& iruo or ~m~kin& such conmcts, aarecmcnu Of amcndmcniS. Such contracts and agree-menu ""hco rcceh·cd by the Genenl Laod 
Ofr.c:e stun be: htkl tn confidence by the Oeacnl Land Otr.u un.ku otherwise authorized by Lc.sscc All other coniQcLS and records pcnaininc to the produc.tion. ~qnsporution. ulc and 
""'kcuog of the oil and ps prodox:c:d on said pnmiscs. iocludlnc the boob and KCOWOU, m:cipos ond discharccs of oU ""Is. Wlb, pools. mo:ocn, and pipdonc.s shall 11 all times be: subj«.IIO 
1Npccb0a and uanination by the Commissioner oftbc Gcnc.nl Land omce, the Attorney Gencnl. the GO\'Cmot, or the Kprcsentacivc of any of them. 

(8) DRI LLINC RECORDS: Wnll<a aoucc of all opc11110c1s oa this kuc shaD be: subn1111<d 10 the ComniiSSoonc:o of the Gcncrll u nd Office: by Lc.sscc or op<rliOr fi•~ (l) days bc:fon: spud 
d.lte, workovcr, re-entry. ~n.ry aba.ndoamcot or plua and abandocuntnt of any v.'ell or wells. Such -.,ncn ootic:c lO the General land Off~«: shall include copies of RailroJd Commission 
forms for application 10 drill Copies of wcU k SIS. coff1)1eb0n reportS and pl~&inJ rcporu shall be supplied 10 the Gcnenl l..and Offic:e at the time they arc filed with the TCAas Railroad 
CorMliuion. l..c:ssc:e shall supply tbt: Genc11.l Laod Orf1« with any records, mcmonoda, accounts, rtpON , c.umn&S and cores, oc other infomacioa relative to the opc.nnon of the abovc-dcscn"bcd 
premises. which may be rcquesccd by the Oeocnl Land Otlke, in addition to those hen-in uprusly provKted for Lc.s.scc shall have an d ecrrical a.ndlor radioac tivity swvc:y JNde on Lhc borc·hok 
sccuon. &om t.bc: base of the swface cuina co the coul depth of well, of al l wells drillc:d on the above ducn'bcd premises and shall transmit a auc copy of the lea of each survey on each weU lO the 
C<ncr>l LAnd O!I'occ Within Mccn (IS) days oll<r the ON !dna of said swvcy. 
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(C) PENAL n ES· l.u:Kc shall Incur I penalty v.hcnc\ t f ~poru. doauncnu OC' othtt matmals lrt' not filtd '" the Gcnt:ral Land Ofrt« .. tttn due The pcnahy ro, late l'ilina ahJU be SCI by 
the Gcnenl Land Ollkc ldrmnutnh\~ rulc v..hteh IJ dfctii\-C on c.hc d.Jtc -..hen the fNtenals lo\.Ct'C due In the- Gtncrtl Land Otrc c 

1. RETAINED ACR£AC£; NoCWlthsUndln& any provuion ofth1s lusc to the c:ontnry, a ncr 1 well produc:•n& or eapablc ofproducin& oil or a•s has been COf11)ktcd on the lcmd prcnUc.s, 
Lu.scc shall t\crctsc tht d•hacncc of a rcuof\ably ptvdcnt opc:ntor an dnllmJ such add•rional •ell or \II. ells •• may be ruJONblr n«t'mry for the ptopcr dt\t)opmcnt of lht lu std pnmsu and 
m nur\clln& the producrM>n l.hotrcon 

(A) VERTICAL In me t\-mt tlus luu as 1ft fOJtc and effect t'A1) (l) ) tlrs a ncr the uptnhon cbtc of &he: pnn'llry or utcndcd tcnn 11 sh1ll then tcmurutc u co • II of the leased prtnuscs, 
E.'(CEPT ( I) 40 urcs sunound1n1 each 011 '*til capabk ofproducinam pa)'lnJ qu.~nhties and llO 1cru sWTOundina u ch au well upabk ofproduc:ins in payina qua ntities (incluchn& 1 shut-in 
otl or cas wcll1s pro~cd Ln P1111f1ph II hereof'), or 1 well ~ *hKh l.uscc as lhc.n c.n&altd 1n conunuous dnlhnc or rcworktn& opc~hons. 0t (1) the n~ ofaens wludcd in a producin& 
pookd un1t punu.ant to Natura1 ResoutC'c.s Code: Sections 52 151 ·52153, Ot (l) such paltr or ksscrnumbcr of acres u nu y then be allocated for production purposu 10 a proration ~t for each 
such prodUC'tftJ v.cll undtr lht Nlu lnd l"tJUbhON or thc RJtlroad Corm'uutOn or Tc:us.. Of' any succtnor IJency, or other p emmcntJlauthonty havtns jwudtehOn. Wu}un 90 cbys or I 
p1nul U:nnnauon o f thtS k;a.se ta arconbncc W1th lhu subpancnph and upon ptymrnt of the manunum fihn& fu set by Gtnc:ra l Land Omct NICS In effect 11 the lime of the panJtltcm'llnUIOn, 
Lcs.s« stu11 hne the n &htiO obu~n a swface lease (Of tngrcss and ecrus on and across the tcrmim~tcd portion of the leased premises 11 may bt rcuonably necessary fOf the contmued opt rattan of 
the por110ns of the lease rcnu.n1n1 1n forct and efft.et. If Ltutc: faals &o apply for a surf'acc kuc wllhln lhc 90 day pcnod specified abo\'(. Lascc m~y apply for 1 surf~ec lcuc from the Land 
Ofrtc:e, but the lAnd CommssMJncr has the d1scretKHt to cnnc or deny such apphc:attan and to set the fcc for such turlacc kaw 

(8) tiORIZ.ONTAL· In the n ·cnt &hu ln.sr: ts 111 force 1nd ciTut rwo {l) yurt after the u.pvataon dale of the pnmu yor utcnded krm tt shalll\&rthcr lermnalc as to all depths be: low 100 
ftct btlow the totJl depth dnllcd (hcrttmfter "'deeper depths") "' nch well IO«tcd on acreaae rc1.1ancd an Paravaph 1 (A) abovt, unless on or be fort two (2) )U I1 after the pnm;ary Of utendcd 
tcnn Lc.sscc pays an amount tqwlto one-half (112) of the bonut onruully pawS u c:onswknuon for thlS kuc (•s specafled on paac I hereof). If such amount is p11d, thu kasc shall be: tn force 
;and eiTcct as 10 such deeper depths. and satd tenn1na1K>n shall be delayed for an add1tional pcnod of two (l) yean and so lona &huuRcr as oil ot 111 Is produced ln pa)"'ftl q~ntthCJ &om such 
deeper depths CQ\crcd by th1s lease 

(C) I 0[111.11 FICA TION AND FILINC: The swfate acrta&e rt:l.lincd hcrewtdtr as 10 u ch '~~> ell shall, u nearly as pnctic:al, bt in chc form or a sqwrc wuh lhc v,.clllocated t.n the center 
th«cor. or such other shape: u may be approved by the School land Bo1rd W1than thirty (lO) da)'l after partial term~n~tion of thu kuc as provided hen: in. Lc.ssce shall u.ccutc and record • 
release or rdcasu conta1mnc a ntufacl.ory lcsal dcscnpuon of the acreage: andlor dcplhs not rttaintd hereunder The re-corded rtluse. or 1 ccn.ir"'d copy o( s1n1t, W U be filed 1n the Gcncnl 
Land OOke, a«.OI'Tl»lnted by the: film& fee prc.sc:nbed by the Gcn.c.nl Land Office Nlu in cffct l on the date lbc: rckiJc' IJ fUt4 If Lusc:c C..ih or rct\asc:s II) uct"Uie and r«<td such rekHC or 
rckucs wuhan runc:ty (90) days after brcmc nqucst.cd co do so by 1hc Genc:nl Land Ofrtcc, then the Conwnw-aoncr at Ius sole dmntKHt rNy dcstJnatc by wnncn anstrwncnl the ac:rcaac 1ndlor 
dcpchs to be: rtlcand bcrcundtr and record such an.ununcnt 11 Lusc:c:'s u.pensc Ln the county or counncs v.-htrc lhc kuc: as located tnd '" the orrtcial rcc.ords or the Oencnl Land Ofrte:t and suc.h 
des1c;nahon shall be: bandtna upon L.u.s«: fot all pwposcs. If" any ume after the ciTcc-ove date of the pamal tcrm~nabOn pro\'IJMMU hereof, lht apphcable field Nics are chanaed or lhe \lr'ell or 
*ells located lhtrcon arc recluJtficd so lhlt leu: acrn1c is thereafter •llocaled 10 said wtll or wells for production pwposes, lhis lease shill thcrcupon ccnninatc IS 10 ~oil acrcaac noc lhcruRcr 
alloc.atcd 10 said '4ell or '4tlls for production p~u 

I . OFFSET\\ ELLS: If 01l andlor cu should be produced lA corrmc.rt.&al qu.a.nttl.lc:S 6-om a v.cll loc:atc.d on land pnVJtcly owned Of on State: b.nd ku~d ala ksscr royalty, whic.h .. e1l &S \lr'lthin 
OM thouund (1,000) feet of the aru U'ICiudcd hcteUl, or wh.c.h ,.ell IS dnuunc thc area covered by lh1s lc.asc, thc Lessee shall, w•th1n suty (60) days tftcr such initial productiOn from lhc dr~anina 
well or the well ~ted wttlun one thousand (I ,000) feel Crom the area c:ovcrcd by th1J lease. bcain in &ood faith and prosecute dill&cntly the drillins of1n offset v.ttl on !.he 1rc1 covered by this 
lease, and s..ach offset well shall be dnlkd to such depth u may be nccnnry eo prc,·t.nt tbt undue dnwac or the lfta co,crcd by lhis k»c, and the l.cucc, manaacr or dnUcr shall usc all means 
ntcusary tn a &ood fatth elTon lO make suth offset v.·c11 produce 011 andfor p s m e~re.&al qua.nhuu Only upon the dcttiTT'InaltOn or the Commissaoncr and w1.th h1s wnncn approval n-ey the 
paymc.nt of a conoe-ns.atory royalry .unsfy the obh&allOn 10 drill an otfsct wtll or '4clb required unckr tJus Panpaph. 

9. DRY IIOLE/CESSATI0/'1 OF PRODUCTION DURI NG PRIMARY TERM: If. durin& the pnmory tcmt h<rcofand prior 10 diJc:ovcry and production of otl or ps on SJid land. L<»<c 
should drill a dty hok or holu lhcrcon. or if dunn& the: prirrGry tcnn hueor and 11\cr the cllscovt"ry and acrual prod1aetion of od cw ps &om the kucd prtmases such prodi.K'Iion thc.tt:O( should 
cease from any cause, tJus kuc shan not tenr~natc if on or before the c.xpU1UOn or sixty (60) d&ys 6-om date of cofl1)kbon or .nid dry hole: or cusation of producuon l...usce conYnenccs 
addtboNI drilltna or rcworbna opcraboN lhcrc-on. or pays or lendcn; the nt:AI I M UII delay rcotal "' the wrc nnncr u pnmckd sn Ibis kuc If. dllinc chc bst year of thc pnmu y ttnn ex 
wtlh1n su;ty (60) clays pilOt' lhcrciO, a dry hok: be con-.,k~ and abandonc:d, or t.hc poduc:tion or oil or 111 should cease. for •ny caUJC, t...u.sec"• nahu shill rcnum 1n full forc:c 1nd efTtct wnhout 
funhcr opcrJbON unhllhc: upanuon or the pnrN.ry tcnn: and if LesKe hu noc rcswncd production in pay;nJ qwndtits 11 the upin.non of the priiT\lt)' term. Lessee may rn~ointain t.his kue by 
conductana addthon~l dnlhnc or rcwork.lnc opc: rauons pwsuanl to Pan1J1ph 10, us in& the u.pv1uon of the pnmary lcnn as the date of c:cuabOn of produc:hOn unde r Pancn.ph lO Should the 
lir11 v.ell Of any subsequent -.ell dnlkd on the abo\c cSc:r.en~d land be toffl'lktcd ., a shut-in oil or ps ~11 w1lhin the: pnrN.ry term hereof. Lessee n y ruume payment or lht: JMu.al rcnt.al in 
the ume manner IJ pro~d hcrc1n on or bc(CM'c the rental p.ayiaaclatc: foiSowina the upntion~fJIAiy(60) days &om the date. ofco,.,kbOnofs'UCh s)nl(·mod or ps wtll •nd upon the failure eo 
nlc such paymtnt, lhas lease shall IPSO fat&O tcrmanatc lfatl.bc: cxp•ranon oflhc P"!nw)' tmnOf 1ny time chtrcafttr a shut-ino tl Of au well is located on the k a.scd prtmscs paymcnu may be 
m.dc m accordance v.tth 1hc shul·ln provts1ons hereof 

10. CESSATION. ORILL.INC, AND R&WORKJ NC: Jr. after the exp1ratton of the pnmary term. prod~aCuon ofotl or ps ft'om the leased prcnuu t, after once obc.aancd, should ecm &om 
•ny cause. lh!J lease shall not ltrmlnalc 1f leU« eonwncncu tdcbtionll dnlhna ot rcworkin.& opcnttons wtthm sbty (60) days aft.cr such tuSattem. 1nd lhss kuc shloll rc~m m fCl.ll (Oft'c 1nd 
ciTcc:t for so lone u suc.h opc_nc10n1 continue 111 aood f.aath and A' \to"'rlr.manhkc manner wuhoUI tniC~ttOnS 10Uhn1 more than siAty (60) days If such dnlhn& or reworkJna opc:nttons result m 
the produc:c.on of 011 or I"· the lea.sc shan rena an '" full force and effect for so lone u oat or cu i.s produccd &om the kascd premises in payina qua nutics or paymc:nt of shut-tn 011 or JU "ell 
royalllcs or JNI)'ml:nl of cofTl)(nsatory royalh« as made a.s provided hcrtan or as proOOcd by law I( the dnlhn& or rewmluna: opcraoons rctuJt1n the COfYl)khOn of a well 11 a dry hok, lhc k asc 
*Ill not ttmunace t(lhc. Lessee coi'1'VnC:nees addutOnal drillina or rcworlc tn& opcrauons w1thin sixty (60) days after &he COfJl)ktion of the wcllu a dry hole, and t.hiJ &cue shill rcmatn tn effect so 
lana as Lessee cont•nuu dnlltnJ or rewortc~nc opc:r1rions ut aood ra,th and in a WOf\ma.nlib manner w1thoU1 iftt~ns aoubn& rmrt than si.a.ty (60) days Lc.sscc sh.atlpvt v..'Tlncn nocte:c to 
the Gcncnl Land Off.ce Wldun thrny (30) days of any CCSSibOn ofproducnon.. 

II . SJtUT.IN ROYALTIES: For purposes oftha.s JN~nanph. """elr means any '~~>ell that has been ustpd a .,..ell n~ambcr by the Jlltc a1cncy havlnJJW'lsdicuon ovcr the. production or 011 
and IIJ J( ll any lime a0tr the uptranon Of the pnmary tenn Of a lu.se thlt, unbl bcin& shut in, was bc1n1 mamtJancd tn force and tfTcc:t. a Wtll capabk o ( producin1 Oil or ps in pl)'lnJ 
Q\Untlltc.S lS locattd on lhc leased prnrw.sc.s. but otl or ps d not bctn& produced (OJ bc:lc of sullabae pRMhlcbOa f.ac1ht.u or lad. of 1 swtlble market, then Luscc m~y pay u .a. shut-•n otl or p.s 
royalty an an"Ount cqu;~l 10 SIO 00 per acre. bul noc leu dun $1.200 a )car for each ~til capable ofproducm& 011 or au 1n payin1 qu.anuucs To b< efftcbve, each 1n1111l shut-1n o1l or pJ royalty 
rrust be patd on or bcfort (I) the e' ptntiOII of the pnmary ltm\ (l) 60 days antr the L..c.ucc ctuc.s to produce otl or au &om the !cued prcnUu, or (3) 60 days •fttr leU« convkttSI dnlhnJ 
or rt"NNf\ana opcntaon tn acconbnce *'th the lease provuKH\J~ ... htc:hcvcr date 11 btcSL If the shuHn o•l or liS royalty is paid, the lease shall be considered to be: a producin& lcue aOO the 
payment shall c:l. tcnd 1hc term of the. lease for a pcnod of one year t'tom the end of' the: primuy term. or from the fvst day of the: month followin& the month 1n which production ceucd, and. a ncr 
that, a( no suau.ble producoon fac•lthcJ or suttabk market for the odor pJ u.tJts. Lcs.scc may utcnd lhc kuc: for row more socCUSI'-C periods of one: (I) )'Car by pt)"'nJ thc lime amoun1 each 
)'til on or before the up1ni'JOft of each shus-in )'CU 

11. CO~tPENSATOR V ROVA L TlES: 1(, cNnnc 1hc pcnod the kuc 1s ktpl in effect by payment of the thuHn otl Of' aas roy1lty, 011 or 111 as JOkl and dchvtrcd In p1)1ng qu.antitics 11om a 
.,.,ell located w11h1n one thousand (I ,000) fcet or the lused prc mi.su and convicted in the sarrc producinc rcscrvoU., or in any cue ln *htc:h dninaac is oc.cumns. lhc riaht to continue tO maantaan 
the kuc by payma the shut-1n 011 or JIS royalty shall cu.sc, but thc k:aK shall remain dl'ecbvc: for the rc.ma.tndc.r of the )'Cir for wtuch the ~lty hiS been paid. Tht l.cssce may mu.nU1n the: 
lusc for four mort succcsstvt. yun by Luscc pa)'U'J co~ tory ro)'lhy at the f'0)'11t)' ntc: proVMScd in tht lcuc ohhc nw.rkct valtM of production ttom the well uusln& the dnwac Of' ... h.ch 
"c....,ktcd ,. the SJm< produc:in1 rucrvw and wttltia one tltaunnd (1.000) feet of rite kmd pn:,.u. The ~nptory roy>lty is 10 b< poid monthly 10 rite Conwrusoonc:r b<ltM•"I on or 
before the last cby or the month ronowi:nc tht month 1n •htc:h the 011 or p sis produced &om the .... en caus1n1 the dntnaac or that as co~kttd i.n the umc producin& reservoir • nd loc.ated within 
one thow:and (1,000) feet of rhe k ascd pn:mucs: If the cofl1)Cnsatory royalty paid in any ll·monlh period is in an •mount kss tha.n l.hc aMu.al shut-in oil or &a.s royalty, leSS« shall pay an 
amount cquaiiO the dirTcrc:ncc 'Ntthln thirty (lO) days from the end of the 12-montb pe:nod; and noDC of thc:JC pcovuaons Wl11 rc.l"'vt Lt.mc oflhc obliption or rcuonab1c development not tbt 
obhJahon &o dnll offset wells IS pro,idc.d Ln NRC. S«rion 52 0)4, however, II the dcltrminatton of the ComrnwJOnu, and with the Corrwniuioncn written approval, the payment of 
COft1KNIIOfy ro)"'llics shall s.atufy the obhJatioft to drill ofl'sct ~'e lls CofT1)C'nsaiOry ro)"'lcy paymcnu: ..,.hich arc not llmt.ly pa.d willacauc pcn;alty and intc.rcstlft accordance: wuh Par~cnph S 
ofdus lc.aJC:.. 
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ll. £XT£,'lSI01' S: If, at the clt.p&nhon of l.hc pnrmry tcnn of lhlS kuc, producbOn of 011 or aas tw not been obuU\Cd on the- lund prcnusc-s but dnll1na OperlhOtlS arc bctnJ conducted 
thereon tn aood filth and '"a aood and workrNnlikc: rNnne.r, Usscc m~y, on or before the upuattOn ohhc pnrnary tern\ tile '" the Ge neral Land Office ""'"ucn apphca tion ~the Conmustoncf 
of die General Land OfTocc (O< • 1luny (30) cby u~tnsoon of this ltue. II<C0"1'1nltd by payment of Three Thowand Dolla11 (U.OOO.OO) of lhu luu covcrs siA hundad fony (640) ll<ftJ or ltss 
and Su. Thou.und Dollln (S6,000 00) 1f dus kasc c:ovcn mxc Wn su. hundred fony (640) acru ud lhc Comnv.uaoncr WI~ in vmtins. utcnd ltus kuc for a lhuty (lO) day period from and 
at\cr \he upinliOn of &be pnmary tcnn and so long tbcrc.aftu u CHI or p.s \1 ptOdutcd in ~Yin& quaouucs, PfO\ickd f\anhcr, tbll l...c.utc rmy, so loa& u such dnllinJ operauons arc bcanc 
COndu<ltd INkt lilt lpph<IUOft and pl)'m<Dl durio& any lhiny (30) c!Jy Ultndtd ptnod (O< 10 lddiUOnll tlltfti iOft O( !My (30) c!J)"S and. upon r<ttopl O( Sutb appliuuon and payment. die 
Conwnw.oncr Wll. 1n wnun~o apan catcnd this kuc so dull ume d\all rtmlln an r~c for such addJtJon.al &huty (10) day pcnod and so lone lhcrc.at\t~ u 011 or au ss produced"' P•tma 
qUJ.nUUH; provwkd. hovr.-c\cr,lhlc llus kue d~aiJ ooc be utrndcd Cor mote than a &otal oCchrce hundred runc:ry (390) dlys from and after the u.ptnnon o(lhc primuy &cnn unlcu pl\)ducuon an 
PIY'"4 qu.JnllheJ h.u been obuanrd.. 

1 .. . USE OF WATER; SUR fACE: Lcuce stu.ll ha. vc the: n&ht co we water produced on sa1d lind ncctuaf')' for opcBUon.s heteW\der and solei)' upon the lused premises: prOV1dtd, ho,..c\'er, 
Lessee shJII not use poublc wal.c:r or wa'-Cr swub~ Cor hvutodc or UTIJlhon purposcs Cor w1tcr flood opcntlQns w1lhoUC the pnor wnncn consent or Leuor SubJect to its obh¥1tl0n to pay 
swf~ce d.anuacs. Lcsnc shall h1vc the "'hl co u.sc so much or lhc surfac:c or the land lhal ma)' be rn.sonably necessary for dnlhn& and opera lin& \\ells and tnnsportin& and m;ulelln& the 
prod\ICuon &htrefrom. such usc 10 be conducted Wlekr condJUons or lcuc ltuwy co the swfacc or the land Lcsuc sh.all pa)' swf~ ce damaac.s in an amount set b)' the Gcnc~l Land Ollkc fcc 
sc:hcdWc Vrtuch lJ ctrccb\C on the due vr.hca d1C acuvu)' rcqwnna the paymcnl or surface cbnllJH occur1 

15. POLLUTIQ]II ; In dc\'tlopUlJ lhts aru, ltl1« shall usc the h!Jhc"lt 0cJ1Ce or tile lnd IU proper J.afccwr4s 10 pre"-"' poiiUbCUl_ Wal.hou1 hmhn& lhc rore,UUIC. poll\tiJOn or cw.sul 
.. etbnJ.s, a~t&nlvr.ale,.."'')'S, ""en and 1~ ••ttr sbaU be pte'\entc:d b)' the usc ofcouuwncot Cac1bUU sWTtcacnl \0 pte\ cOl spaUaJc, scePI'JC orlfOW'd v. atcr conun•nluon._ Iache e\cJU 
ofpoiiiiiJOn. L<sst< shall 111< all muns 11 ou dospos>loo rcapllllt all csapcd hydr<aotoons e< odlcr poD ... nl and shall be ruporuiblt for aD cb!NJ< 10 pobhc and pnva1< propcrucs 

(A) UPLANDS: l.c:uee Wll bwld and mliata1n fcnec.s around us slwb. SIJti'C), and dnw&e p1C. and ul\k bancncs so u ~ ptOlCC:t h\c.stoek a&.amsc loUt d.lmil&c or lnJW)': an..l upon 
cofll)khOn or abandonment ohn)' well or wells, Lc.sscc shall fill and k~el all slush pits and cella nand con~ktel)' clun up lhc dnllina s1te of all rubb1.1h thereon 

(U) SUBMERGED LANDS: No discharac ofsohd waste or aarba&e shall be allowed m\0 State wtlefl from In)' dnlhn1 or suppon vcucts, production pltlform crew or Sl4!PI)' boat, 
bar&:e. j1ck-up n& or other equipment located on the leased 1rc:1. Solid was1e shall1nclude but shall not be lin"Utcd to cohtaLnCts, equipment, Nbbish. plastic, aluJ, and any other rNn·m.1de non­
biockcncbble items A SIJI' mwt be dLSpbytd "' a hiah tramc area on 111 \iCSJClJ and nunnd platforms sunne, ·oucharce of any solid waste or aarbaa:e into Sutt: Waters. &om vcuels or 
platforms 1.1 JDlCdy prohib1l.c:d and nay subject a State ofTu.u ka.sc to forfe iture • Such statemcnl shall be in keteMJ of at ~UI I " u. size. 

(C) RJVERS: To lhc uc.tftl. ncc-uu.ry \0 Jft:\Cnt poUwaon. the pro~MMLJ found .a subs«boCU (a) 111d ('b) oflhas p~nl"'ph ~hall llso appl)' to nvers and metbcc1s 

(0) PENAL TV: Fa1lure to torfVI)' Wllh lhc: ta{uucrncni.S oCtb.u Pt0"Lit0A may result lD the ma .. unun pcn.~hy 1llo""ed by law ux:luchn& forfe1tw-e ohhe: kuc. Lessee shall bC' h.i.b&c fut the 
cbn"QQ&tS caused b)' such f.aalutc and a.ny costs .and e~ lftCumd en clcwna areu lil'ecc.td by dw: dlSCiuraed wutc 

16. IO£NTIF'ICATION M.ARK£RS: Lc.ucc: sh.aU creel. at a d•stJ.ncc noc to u.cced ""'cnty·fi\c (15) fcc' trom uc.h well on the prcrnau c:ovc•cd by tlus kue,a k¥lblc sian on '"'1\Kh shill 
be SUICd the n.amc of the: opcr1tor, lhc lease cksipution and the vr..ell nwnbc:r. Where two or more vr.ells on the pmc kue or where wells on two or more lca.scs a~ coMCcted 10 thc u.nlC unk 
b~nuy. whclhcr b)' md1vtd\lll flow hne conn«tions direct to the unk or unks or by usc or a mulbplc hc1dc.r system. uch lane bc('\loeen cac.h well and such c..af\k or header shall be le&lbly NScnoOed 
It 111 urnc.s, cuhcr by 1 rmy 11\lche-d ua or pbtc or 1n ldcnufanon properly pauncd on suc.b hnc ll a dJJ~ncc no1 co ucecd Wtc (l) Ceec &om such c..af\k or Mader tOMCerion Said~. 1..111. 
platu or ol.hcr ldcntJtlcataon marlen Jhall be rNantainc'CI '"a kpble condition l.hroY&hout the knn ofthas kuc 

17, ASSICNJ\IE.NTS: The k:uc rN)' be tr.linsfetttd at an)' arne, proVMkd. hov.ner, that the l~bll1ly of the cr.nsferor to prop«l)' dJKharwe 1\S obhptJOn under the kuc, Uli:IUI!IRJ propc:ll)' 
pluUU11 abandoned ,.ells, rcmo~'"' platforms Of p1pchncs. or rcnlCdllbOn or conllnuNbOn :u dnll snu: sNit pus to Lhc cnnsferce upon &he' pnor wnrtcn consent of the ConvnwtOner or the 
General Land omc:c The CoiM\IJUOnc:r rN Y ~uirc lhc cnnsferee 10 dc:monstt"'te financ:u.l rupoNibahty and fN)' reqwe I bond or other sctwuy All cnnsfers must n:fcreoc:e lhc: leue b)' the 
tile number and IT'Wt be recorded U1 the counry v.bcrc the Ira lS lontrd.. 1nd Lhc ~corded transfer or a cop)' cen1f1ed 10 by the County Clerk oflht COW\l)' '*her~ the cnnsfer is recorded mu.st be 
fikd lAthe General Und OlfKc 'klthin niQCry (90) d.ays or the e.ucu.t.on date, as provided b)' N R.C. Sccnoq Sl 026, t«Oif1MAicd b)' the film& ree prescn'bcd by the Genc~l Land omcc Nics "' 
effect on the dlltc of rec:c:1;H b)' die OcncBI Land Ollke of such tnnsfer or certified copy thereof E\'ef')' transferee shall suc.cccd 10 all ri&hts and be sWjtet co all obhaanons, habilitiCJ, 1nd 
pcNiha ov.td 10 the: State by the oriamal knee or any pnor tnnsfercc of &he kuc, includm& any l~b11itkJ 10 the state (Of unpu:l royalties 

II. R£L£AS£S: Lusce nll)' rehnquash the npu a;nntt:d hcrcYndc.r 10 lhc State It an)' umc b)' record111Jiht rtbnquashmcnt 1ft lhc councy v.hcrc dus a.ru u snuattd and r1hnc the rccorckd 
re hnquuhmc.nt or cc.n1ficd tOp)' of umc m the Gcoenl Und Ofr.c:e v.:Uhtn mncty (90) ch)" at\c.r llS uccUhOG accon1)1Ned by lhc fihn& fce prescribed by the Gc:nenl Und OtT' a Nks ua e(fcc:l 
on che dace of rccelpt by &be Gencn.l laad Off.cc or such ~hnqu.uhmmt or ccru6c:d copy thereof Such rchnqvubmcot ~~u DOt Uvc &be effect of rdcu1n1 l.c:s.scc. &om aay liability lbcrecoforc 
acc-rwd &n fnw of die St.acc 

19. Ll EN: In acc:ord.Jnce '*lth N .R.C. Sccooa S1 I 36, lhc Sutt: sNII N\e 1 ftrst hen upon all o1l and ps produced &tun the arn covered by ll'us tease lO sc:curc pi )'Tilt Ill or 1U unp~Mi ro)'Jhy 
and other sums of mon~y that ma)' become due: under thtJ leue By acccpl.lncc of Ous l~ue, Lessee: cnnu the Sute, In addition &o the lien proV1ded by N R C. Section Sl.l 36 and any other 
apphnblc statutory hen, an oprcss contractUll hen on and sec wit)' intereJt in all leased mincnls in and CAUJc:lcd from the leued pr-emises, all proceeds which rna)' IC:mK tO Lessee from the s;le 
of such luscd IT\Incrab, 'Whether such proc:ecds arc held b)' Lessee. or b)' 1 third party, and all fiAMU on and ln..,rovcmc:nts to the leaStd prtnUses wed ln tOMCchon with the p1oducnon or 
processtn& of such leased ITIInc~ls "' order 10 scewc the payment oft II royah1cs or ocher aroouna due or tO become due W'ldcr thas ~ase and 10 sccwc payment of an)' d.amt¥CS or k;)u that l.cSJOt 
may surfer by rusoo ofl.c"cc's brnc:h of an)' c:ovcrwlt or condltJOn ofltus lcuc, '<*rhctbcr c.xprcu or irf1)hcd ThiS hen and secu.nty inu:rut rNY be foreclosed '*lth or 'klthoul cOW1 proc:ccdm&J 
1n the rNJ\nc:r provldc.J m the T1llc l, Chlptc.r 9 of the Te.us 8"'11XD and Cormxrcc Code. l.uJCC a p-ea th.ac the: Cormv.s.stOncr may rcquire Lc.sue 10 CAeeutc 1Dd record such U\iD'WnC'nts u 
rmy be rc.uon~bly nccUSJI)' 10 acUKJ,.Icdce, aaxb or pcrfccl dus: be a._ Lcnce hereby rqn.scnts &hat thc.tc arc no poor Of suc>eriot hc.ftl arismc tiom and rclatsnJ 10 Lc.u«'s activ1uc.s upon thc 
abo\t-dcsc:n'bcd propc.rty or &om Lcuce·s acq\U.S.Itioo or tbas kuc Should tbc: Convnw.ancr 1t ~ny omc dctennnc dutlhl$ r~pru~nunoa t$ not trvc. !hen the Convnt.UtOOC'f may d«l.lrt Ws 
kuc Corfe1c.td u provtdcd krtlft. 

10. FORFEITURE: lfLc.ssce shall f1d or rc.Nsc co make the p&ymrnt of an)' swn w1th1n thuty(lO) da)'J 1fter n bctomts d1.1e, or 1fl.csscc or a a 1utborued a&enc should knowm&l)' rNkc 1ny 
false rerum or falsc r~pon concenunJ productJOn or drilhn&, or ifl.cuce shaU fall or refUse 10 drill &n)' ofT'scl '<*rtll or wells tn aood ra1tb IJ rcqwrcd by law 1nd the Nks and rccutaooru adopted b)' 
the Convnusioncr of the General Land Office, or it Lessee should Cat I to Ole n:poru U1 chc m~nncr rcquu-cd by l.lw or fi1l10 cof1111)' with rules and re&Watioru promulaatcd by the Gencr1l LanJ 
orr ace. the School Lind Boa.rd, or the: Rlilroad CommiJJion. or rcf~.Ue !.he proper •ulhority accus lO !.he records pcruininato opcntions, or if Lessee or tn a\lthorU.c:d acc:nt should knowin&l)' rail 
or refuse to &1\t correct an/ormation to \he proper authority, or lcnowin&IY fa1l or refuse w furnish the Oencnl Land Office 1 correct loa of any well, or if l.cuce shall k.nowin&IY violate any of the 
nutenal provisions of this lease, or tf thtJ leuc is usigncd and the wicnmcnt is not filed u.thc: Genenl land OfT tee u rcqwrcd by law, lhc ri1hu acquired Wlder 

eNs tc.uc shall be subJcCl lO Corl"e1twc b)' the. Corrmwioncr, and be- shall forfe11 umc v.hcn sutr.c.cnll)' anformcd oflhc racu v.bic.h authoruc 1 (orfellure, 1nd v.hca forfe1tcd &he aru Jh~U 1p1n 
be subJCct 10 kuc lO the hi&bcJl bkidcr, under lbc sunc rcau.btions concrolhna the onawl uk oflu.scs Ho'lloe\-ct, noduna herein shtU be: consaucd u waavina lbe automatic kmunacion ofthu 
kuc by opcnbOn of bw or by ruJOn of ~ny spcc.ial bmitatioa INIDI hcrcu:ndc:t. Fodc.uuru ml)' be HI uMk and du.s lcuc IDd all n&hts thcteundc:r rctnstatcd bcfo~ the n&hu of another 
lntcncnc upoa AbJCJcaoty cvWcnce to chc. ConYnis.sloocroflhc Genc:nl Land omc.c o(futW't COftl)li.&nc.c wub lhc provWons o(t.hc bw and o(lhlJ lcuc aad lbc. ru1u and rcaubraons t.hat tnl)' be 
adopted rclabvc hereto 

21 , RIVERBED TRACTS: In the e\·cnt this kuc CO\·ersa ri"crbcd. Lessee. is hereby Spccaf!UIIy panu-d the naht of emincnl domain and condemnation u providc:J for inN R.C. Scc-uons 
52 092·S2.093,U I pan of the CONidc.ntion mJV1DJ to l..c.ssor for the COVefWI\1 here LA rNdc: b)' l.cme. 

22. APPLICABLE LAWS AND DRILLING R.ESTRJcriONS: Thu Inn shaU be subJt<liO aU noltJ and rcJI'hbON. and arrxndmcnu dlen:oo. promulp!<d by die Comnussoonc:r of die 
Genenl La.Dd omce aovc.nunc dnllinc and. producin& opc:Btions on Pertnlncn& Free School lAnd (Jp«lfic.aJiy ancludm& IDY rules promt.&lpc.td lhal relate co plaN of opc:ntiolll), p&)'tllC.ftl or 
royalucs, and audillnJ proc:edwcs. and Jhall be subjcc:l to all ocher valid s1.1rutcs., rules, rcKUJations, orders aDd ordinance-s d\at may affetl opcntions undc.r lhe pro\'Uions of this kuc. Wichoua 
hm&llnJlhe Jencrahty o( the roreaomc. Lessee hereby ap-ccs. b)' the ltccpllnte or dus lease. 10 be bound b)' and subject lO .u JUMOr)' and rcplatory provisiOns rcbana &o the Oenc.Bila.nd 
OfrKe'J 1ud.lt b1lhn1 nol.cc and 1udal hcarinp pro«durt'"- Said provu10ns an: euncntly found It 31 Tu.u AdrntnlStndvc Code, ~ptcr 4, and Te.us Narunl Rcsoutt.es Code Sections 51. US 
1nd Sl . ll7 throuah 52.l"'0 In the: e\'ent WJ k.uc covers bnd ft"anchucd or kued or otherwise wed by 1 RIV1puon dlSUlc1 or by lhc UNtcd Stiles for the: pwposc ofnaviption or ol.hc:r purpose 
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•ncldcnt to the opcnuon oh pon. then lessee shill not be cntlllcd 10 enter Of posn:suuch land ~Nithout priorapprovalas provtdrd undcr Section 61 117 ohht Tuas Water Code, but Ltuc-c shall 
be cnlltlcd to de~ clop such lu~ for oil and au by d~rcctMMUI dnlhnc. provided. howc~o·cr, that no surface dnllln& locahOn rNI )' be nearer tJu.n 660 feet and sp«ial pcrmw10n from the 
Cocmumoncr or the GcM111 Land ornc.c d rwcuury 10 make any sw-fac.c kKation nearer than l , 160 feet mtuurcd II n&ht anaks &om the nnrut bulkhead line or from thc nnm.t ~d&t'd 
bononl dac of any ciunMl slrp. or twruna ba.s1n ...-h.ch h.as b«n authonz.d by the- United Statc.J as a fcdcnl proJtcl for future constnKhon., "'-hKhcYcr is ncartr 

lJ RE\10\'AL OF EQUIPMf:NT: Upon the lcr'ft\lnauon of thiS k»c for any cai1Sc, Lc.Jscc shall no1. in any event, be pcrmllttd co remove the c.astnJ or any par1 of the cqu1pmcn1 ftom any 
productnJ, dry, or abandoned ,.ell or wells wuhout I he: v.nllcn consent of 1M Commhs10ncr of the Ornenl Land Ollkr or h1s authorized rcprestntarive: nor shall Lc.s.sec, without 1M: wnnen 
consent of saKI ComrNJStoncr or htJ aulhonzcd repmcntlttvc rc.rro~oc &om the kucd prr_nvJCJ the CUIIII or any otMr cqutpmcm, Rllltnal, rruchn"Kry, apphancu or pnlpert)' owned by Lessee 
and USf'd by Lustc tn the dcvtklpmenl a.nd production o( otl or PJ there &om until all dry or abandoned "'ells ha~oc bcc.n pluued and unttlaU slush or rcfUK p1U ha\e been properly filkd and aU 
~en Of dliCirckd lW'Ibtr, nchuwry. or ckbns shaU h:a\'t been rm'l)\td &om lht pnnuc:J 10 the s:ausfattton oftht saKI Comrru.ssaoncr or hts authonud rcprucnuu\t 

%4-. FORCE \IAJEURE: Should Lc.sscc be pte \ "Cft(td from con~lyutJ.,.tlh any u.prcu or ll"'ltiKd covcnan1 ofthrt kuc, &om conducun1 dnlhn& opcntMNU thereon. or from produt1n1 otl 
Jnd Of ps therefrom. after effort ~n~dc an &ood fallh. by ruson of"'~'· ttbclhon. nots, .stnl;u. ruc.s, acts of God or any order, rWc or rcaulattan or J0''tmmcnu1aulhonty, Lhc.n .. tulc so prt\ented, 
lcnec's obh&l hOn to COI'f1)1)' Wtth sueh (0\eRIRt stun be suspended upon proper and stbsfactoty proof presented 10 the Comnuu.aner or the Gcnc.nl Land omcc U'l suppon of Lts.sec's 
contcnt.an and Lcu cc shall not bc habk for cb.mlcu for failure 10 COf't'lll)' thcrewuh (ucept in lhc e~o-ent of lu.sc opc:ntiOnl suspc.ndcd u proV1ded 111 the Nlu and reaub.uons adopted by the 
Schoot Land Boud), and thO lcuc sl'gll be e\tcndcd while and solon& 11 Uncc 11 prt"o'"tnted, by lAY such aust. fi'om dnlhn&. rtworlnn& opcf'1Uons or produc•na od and.'or au &om chc: kucd 
prt n"aJ.CS. PfO\'lCkd,. ho .... c,:tr, INI noch•n& herc1n .Nil be: consti'Ucd to su:s.pc:nd the payment of rrnulJ: dunn& chc pnrNry Of utendcd 1erm. nor to abndac lcJ.t:cc's n&ht 10 a suspcnnon undcr ll\)' 

apphublt SliMe or thas State: 

zs. LEASE SECURITY: ltsste shill ul.e the h•&hcst dcpu of care and all propcr safcauard.s 10 pro•ect uld prcm.sc.s and 10 pre~o-entlhc:ft of oil,&"~~· and other hydrocarbons produced from 
nad lease Tlus anc:ludc.s, but ts not hm1tcd to, Lht trutallatM)n or all ncccuary cqwpmc:nt. scats, locka. or other ap("ropnatr protectwc devices on or 11 all access points at the lusc's productiOn. 
&athcnnaand Stonac systems .,...here theft ofhydtocarbons can occur LcSJce ~~II bc liabk for the \os.s or any hydrocarboN n:su!tana from theft and shill pay the. Stale of Texas royalncs thereon 
u proVIded hcrttn on 111 oil, 111 or other hydroarbons 'est by ruson ofl.hcft.. 

26. REDUCTtON O F PAVM£/II'TS: If, dWln&thc prirNry term. a pomon ofche land covered by th1J kasc tJ anciiKkd wnhut chc bowld.anc.s oh pooled unit that has been IPPfO\ed by the 
School Land Board '" acc:orclanc:e Vvlth Natural Resourtcs Code Scct~on.s 52 U 1·$2. Ul, or if, 11any tune after the uparauon of the pmNry tcnn OJ the utenckd term. lhls lu.sc covers a laser 
nuiT'bcr o( acru than the totalarrount ducnbcd hcre1n. paymenu thac arc made on a per acre basls hereunder shall be n.duccd Ktordan&IO the nuni>cr or acres pooled. rclcucd. surrendered. or 
olhcf'lltlue severed. so that paymcnu dctcrmaned on 1 per acre buis under the tcmu of this le1se dUIUl&lhc primu y term shall be cakuJatcd bastd upon the number or acres outside the bouncbrics 
of a poolrd untl, or. tf after the up1ntion of the primuy tcm\ !he nwnhcr of acres actually retained and covered by this lease 

%7, SUCCESSORS AND ASSICNS: The ~vcnants, condahonJ and apnmcnu cont.aU'IC'd herem shall eA.tcnd 10 and be bandm& upon the heirs, u.ccuton. admlnutnU)rs. s~c.sson or 
ustps o( LuKe herem. 

11 A:"''TIQUIT IES CODE: In the e"c:nt that any feature ofarchc:olo&.cal or huaoric:altnwrm on Pumancnt School Fw.d Land 1.1 cneountercd dunn& the ac.nvtuu authonz.cd by this kuc.. 
l..c..uc.c wtU nnmccbatcly ccuc act1viuu and will unmedaatcly notify the: Genc:nl Land Ofrcc (ATTN. Att.haeo~&IJI. Asset Mtnaacmcnt OtVISIOn, 1700 N ConlfU' Ave. Ausan. Tuu 71701) 
and the: Te.us lhstoneal Corrmm.an (P.O BoA 12176, Ausun. TX 71711) 10 that adequate mcuuru rN)' be undcruken to pn:ttrct CH recover auc:h discoveries or rtndanp, as appropriate. Lcs.scc 
os uprusly plated on noll« orrh< Nauonal HISIO<l<ll Prcscrva11on Acror 1966 (PB-19~, 10 Survl< 91S, 16 U S.C A 470) and rbt Anllqwriu Code orTcus, Clup«r 191, Tu. N•L Code 
Ann. (Vcmon 1993 & Supp 1991) 011 sutc-owncd bnd- dcdocarcd 10 rbt Penn'"'"' School Fund, luscc shall no~~ry rbt Tcus HUroncal c.......,,.. bcrOK bn:okona zround "a PfOlCCI 
klc.abOrl An arthacolosat survey mt&bl be rtqwrcd by the cornrnwaon before COftSb'UC:bOo o( the ptOJ«l un conmcncc. Funhc.r, m the cnnt. that any sttc, obJ«I.. locatJOn. l.l'hfKt ot oOxr 
(e.atutt of atth.acolo&acat. IClC.nlltk, cduabOftlt. cuJnnl cw histone inLcrcJt u cncounteKd dunna the actmccs aulhonze by t1us kuc. Ieske "-'lU u1vnedtUety nocify I~ and the Tc.us 
Ht$Sonc.al CommwJOn so du.tld«<\Ytc mu.sura may be undcrulccn lO pro&«l or rtCO\"Cf such dlSCO'o·cnn: or Clnchnp. u appropnate. 

19. VENUE: LcUOf and lessee, wluchnalcsscc•s suc:cc.sSOftand autans. hereby Jlf'l'C lhat ~enuc for any daspute amana out of a provuM)n of this lc-a_se, Vvhcthcr uprcssor fn..,htd. rc-prdm& 
mtcrpfct.ahon o(lhas lc.UC', or rclahn&ln any WI)' to dus lusc or to 1ppiK.ablc n.k: b.W, sf.atutcs. or ad.ministntivc n.tlcs, shall be in a tou11 ofcQnl)CientjwudiCbOn k>clled an Tnvis Counry, State d- . 

lO. LEAS£ f'lLINC: Punwn110 Oupkr 9 of &he Tu. Bu.s &: Com Codc.thts ka.sc rrwt be ntcd of f'C'C-'Ofd ut the omcc of &he County Clerk in any coun~ '" 'lllohich all or any pan of the 
!cued prcnuu tJ looted, and cenarttd cop~tt thereof must be: filed m the Gencn1 Land OrftCt The prcscnDcd fihn& fcc sh.aflaccOIJ1)1ny the ccmfied coptt:S scntiO the Gcnrnl Land Oftke 
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J l . EXECUTION: Thls o1l1nd gu lcuc must be si~d and aclnowlcd&cd b)' 1M Lessee before 11 11 fikd o record Ul the cowuy r«ords and Ull.hc Ocncnl Und Office: of the Sutc ofTcAH 

LESSEE 

w. ''·a. 4= C..htji A ... J-BY: 

T ITLE: A/c< .Jn . r 
DATE: __ --Lr+{2L...I..jll.,_.aa.._, ---­

/ 

I ' ll ' 
IN T£ST'Ir.IONV W II£REOF, ,..,mess Lhc: sa~twt of the Convnu..stoncr~~ Otl)(h\Unaomcc c State ofTcUJ under Lhc: scJI of the Oc:ncnl U nJ OOkc 

STATE oG!!!.."' €¢> (CORP ORATION ACKNOWLEDG~IENT) 

COUNTY O F 'tVcto1 £'1h\Q 

BEFORE M E. Lhc Wldcnign<d authoniJ', on Lhiad.ay pcrsonolly>ppmcd I .:::ex Ll 7t A"-"> B C, l.l,.BI fAt..~ 
kno~Wn 10 me to be the: person whose name LJ subscribed 10 the forcaoina1nstrwncnt, u 'VQ__f(: ~E" of 

and acknowlcdacd 10 me llut he utcuted the Slntc 

for tM pwposes and considc12tion thcrc:ln cxpruKd. in the capacity nucd, and u the act 1nd deed of said corpontion 

G"cn Wider my hond and ani of office !Ius the_J\L~ ___ ___:d.ay of :S11 ~ E ,20 Cj 0 

-M Ql'"""k:o, b ( QLOOc> 

Nowy P.bhc tn and for_=-r;_lJC.IO:;:W"'-.J:~::b"-------

MASHALA K. CROSS 
Notaty Publrc, State ol Texas 

My Comnussion Expues 
1· 16-2008 

STATE OF ________ __ _ (INDIVIDUAl. ACKNOWl.EDGM ENT) 

COUNTY OF ____________________ __ 

Before me, the u.ndcrsi1ncd authority. on ttus cby personalty appca1cd ______ _____________ _ 

known to me to be the persons ,.hose rwnes arc: subscribed w the forcaom& U\StJUmCnl. and ackno,.lcdccd 10 mc Wt they ucc:ukd 1hc 
umc for the. purposes and consM!cntaon there an u.prc.sud.. 

Gl\'cn under 01)' N..nJ arJ s.e.al ofotf.,;c Ws w ______ .cUy of __________ __ ~lO ___ _ 

~OW) P.bilc to •Dol f"'--------- - - ---

F I LE N0. __ 3_0_1_9 __ 

00 PIM'lSiltt. mwt ,., .. 
OR USE Of Til£ OESfR :Ul . "'~ · 
011 RAe£ IS IUVAIJO ,>,~,. ,.,;· ,. 

~~ 

: 'I 

FILED FOil RECORD OM 'm:E'---_6_TH ___ DAY OF _ _ JUNE=='---- - --- - A. D. 2006._ ..:!:1..!..: =.3..:!:l ___!o.P_._, __ .M. 

DULY RFfORD~ OM THESj~ ' 7TH DAY OF __ JUNE _ ______ __ A.D. 2006 10:00 A. M. 

BY: 'f11 (J1.L _ r-LLA:D1_ EPUTY. DIA!DIE 0. YLOilU, COUMTY CLERK 0 REEVES COUMTY, TEXAS 

543 

(: 
t 

I · -

Tr ~and Correct 
copy of 

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

• • • • • • • ... . 
• 

• • • 

Or glnal filed In 
R( eve s County 

Clerks Office 



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

Tne above and foregorng s a full true and correct photographrc copy of the 
eng na· record no.v rn my Ia~. fiJI cus:ody a1d possess on. as th; same s 

, ea:_ec~ ·~ [XJD'5JfJrds ol B'ifFrc'm" ~#C' PAG~ - -· THRU . RECORDS 

re•eoycer.'ledon _ JUNE 9 2006 

1Wv 
• • . . . 

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



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 $893.50 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANTiOTHETERMS OFTHE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

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

4/4/2008 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 13 Short Desc: ALL 

PAYMENT BENTAL 

LEASE NUMBER TX2330060-000 LEASE DATE: 
41412006 

ENTRY NUMBER: 
3020 RECORDED: BOOK 

734 
PAGE 

544 

FOR CREDIT OF: 

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

IMPORTANT 

PROSPECT: 
COUNTY/PARim~IE LAND 

REEVES 

~:~ 
$5/AC FOR DELAY RENTAL 

COPY FOR 
YOUR RECORDS 

Subtotal 
The attached check is for the person(s) named above. Please dale, sign 
and return the attached receipts on the day you receive illf 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 - ------------------------1 
BANK SERVICE 
CHARGE $ 

Sign Here ----------------------------; Grand Total 

BY--------------~~------------~ Title 

Check No. 

STATE 

•• • • • • • •• 

•••• • • • •• • 
• 

••• • • • •••• 
••• • . . •• 

D( 

AMOUNT 

893.50 

893.50 

0.00 

893.50 

26992 



. . ·: 
• ••• 

•••• • • : .. 
• 

• ••• • 
• • •• • 
• • • • • 

••• 

.. 

... - ... . "".- . .,1 '· ~ . , ~ .)' l - . . : ...... 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY FEBRUARY 15, 2008 TENDERED TO 

COMMI SSIONER OF THE GENERAL LAND 

THE SUM OF $893.50 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: 13 Short Desc: ALL 

PAYMENT RENTAL 
LEASE NUMBER 

RECORDED: BOOK 

FOR CREDIT OF: 

017397 

TX2330060-000 
734 PAGE 544 

LEASE DATE: 4/4/2006 
ENTRY NUMBER: 3020 

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. 

$5/AC FOR DELAY RENTAL 

COPY FOR 
YO 1R RECORDS 

IMPORTANT 

The attached 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 lhe c redit of the person(s) named 
above and date, sign and return the receipt on the day you receive it. If 
correspondence requi red, please make reference to lease number. 

Sign Here ------ ----------i 

EAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. SOX 18496 

OKLAHOMA CITY, OK 73t54 

405/848·8000 

..................... 893 " DOLLARS " 50 " 0 NTS 

CO MISSIONER OF THE GENERAL LAND 

OF ICE OF THE STATE OF TEXAS 
ST,!;PHEN F. AUSTIN BUILDING 

DATE 

02/15/2008 

•• • • • • •• 
• 

•• • • • • •• 
• • ••••• • • 

• 
•••• e I 

•••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

893.50 

AMOUNT 

$893.50 

PAY 
TO 
THJ 
!312lER 
OF 1700 NORTH CONGRESS, SUITE 600 

AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC. 
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UNI'T'ED STATEs ppsr~ S~;~y~e , .. '•L"'•r ~·.· · l·· 
t .. ' \ { 

'l ll. I '.1 :,:· '! i .f 

~.· ... ~; First•Ctass Mail · '!t.~ 
Postage & Fees Paid •' . ,.._ .. USPS 

< ,. . .... Permit .t'll9. G-1.0 _ 

• Sender: Please print your name, address, and ZIP+4 in this box • 

~ ~ 
' ~ KERRJ E EUBAN KS 4/.J ~ 

TEXAS GENERAL L D OF'Rl-CE 
P 0 BOX 12873 ~ 

AUSTIN TEXAS 78~28~ 



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 mailplece, 
or on the front if space permits. 

Article Addressed to: 

MR WILLIAM!\ CHALFANT 
CHALFANT PROPERTIES 
INCORPORATED 
P 0 BOX 3123 
MIDLAND TEXAS 79702 

3. Service Type 
0 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 
rr ransfer from seN/c 7D07 0710 DODO 5379 5221 



'I 
J 
J 
1 

1 
1 

J 
J 
J 
J 

J 
'I 

J 

lM 

~E~TIFIED MAILr .. RECEIPT 
(Domestic Mall Only; No Insurance Coverage Provided) 

, , 
' " .. 

I - .. ·-- <= 

Postage s 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Postmark 
Here 

Restricted Delivery Fee 
(Endorsement Required) 

Total Pos 
MR WIL LIAM A CHALFA T 

I'"'>C:n"""t "'""o- CHALFANT PROPERTIES 

J
J ._.. •••••• , •••. I CORPORA TED ;,rreer, ... pl 

orPOBox r P 0 BOX 3123 
cirY,siBiti; MIDLA D TEXAS 79702 



:ertified Mail Provides: --.,. 
1 A mailing rece1pt 
1 A unique identifier for your mailp1ece 
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 Mai~ 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 fee, a Return Receipt may be requested to provide proof a 

delivery. To obtain Return Receipt serv1ce, please complete and attach a Retun 
Receipt (PS Form 3811 ~ to the article and add applicable postage to cover th 
fee. Endorse mallpiece Return Receipt Requested'. To receive a fee waiver fo 
a duplicate return receipt, a USP~ postmark on your Certi fied Mail receipt I: 
reqUired. 

1 For an additional fee, delivery may be restricted to the addressee c 
addressee's authonzed agent. Advise the clerk or mark the mallpiece with th 
endorsement 'RestrictedDellvery'. 

1 If a postmark on the Certified Mail receipt is des1red, please present the arti 
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 7530-02-000-9047 



TEX .t\ S 

June 24, 2009 

Mr. William A. Chalfant 
Chalfant Properties Inc. 
P. 0. Box 3123 
M idland, Texas 79702 

RE: MF- 106307 
Section 12, Block 45 
Reeves County, Texas 

Dear Mr. Chalfant: 

OiriFJCIE 

Certified Mail # 7007 0710 0000 5379 5221 

Our records indicate that the captioned lease has terminated for failure to pay the delay rental due 
April 4, 2009. 

Any well on these tracts should be plugged and abandoned in accordance with Railroad 
Commission Rules and Regulations. The General Land Office will actively oppose any action to 
avoid or postpone compliance with these requirements. Pursuant to the Texas Administrative 
Code, a recorded original or certified copy of a Release of the State Oil and Gas Lease must be 
filed with our office within 90 days along with a processing fee of $25.00 sent to the attention of 
Beverly Boyd. 

If you have any questions regarding this assessment you may contact me at 512-475-1579 or 
Deborah Cantu at 512-305-8598. 

Kerrie Eubanks 
Mineral Leasing, Energy Resources 
Telephone: 512-475-1579 
Fax: 512-475-1543 
kerrie.eubanks@glo.state.tx.us 

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

Post Office Rox 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

www.glo.state.rx.us 
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