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STATE OF TEXAS 
TAXI.D. # 

SIGNATURE OF 
AGENT 

State lease Number 

M- ~08 

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 sa id lease and with all applicable laws that so govern said 
lease, and as those laws may be amended. 

Name: Chalfant Properties Inc 

Address : PO Box 3123 

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

Telephone: (432) 684-9819 

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

Block/Tso.: 45 Section/Tract: 13 Acres: 178.70 
(If Applicable) 

(A) Bonus Amount ($)40.207.50 

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) ' l (!o Not include sales fe'V6'0 

Chalfant Properties Inc. ________ ~)40.207.50 0>$ 
(same as above) :; $$ 

(signature) 

William A. Chalfant 
(type/print name) 
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' Lease Form 
Re,lscd 10/99 

uneyed cbool L•nd 

~ustin, Z!rexas 

OIL AN D GA LEA E 
o. 1\1-106308 

W HEREAS, pursuamto the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subehapters A-0 and II, (sa1d Code beong hereonafier referred to as N.R.C.), and subJect to all 
rules and regulauons promulgated by !he Commissioner of !he General Land Office and/or !he School wnd Board pursuam thereto, and all other applicable statutes and amendments to saod 
N R.C .. the folio" mg area, to-wtL 

S ECTION 13, BLOC K -15, P BL IC C HOOL LAND S RVEY, REEVES CO NTY, TEXA ·, CONTA I ' lNG t\I'PROX II\IATELY 178.7 AC RES, AS HOW ON T il E 
OFFICIA L 1\ IAI' OF REEVE COU TV, TEXA NOW ON F ILE I T HE TEXA GE ' ERAL LA1 D OFFIC E, A T IN, TEXA , 

was, after being duly advertised, offered for lease on !he -1" day or April, 1006, at 10.00 o'elocl. am., by the Comnuss1oner of the Gentral Land Office of the State o fTe,as and the School Land 
Board of !he State ofTc.as, forth< sole and only purpos< ofprospectmg and drilling for, and producmg oil and or gas !hat may be foWl<! and produced from the abo\C descnOed area, and 

\VII EREAS, after all bids and remutances which were received up 10 said time have been duly considered by the Cornnuss1oner of the General Land Office and the School Land Board at a 
regular meeting thereof in !he General Land Office, on !he 4'" day or April, 1006, heremafier !he "effectiv< dat<" and it "as fowld and determmtd that C HALFANT PROP ERTI ES I ~C "hose 
address is P.O. BOX 3 123, ,\li D LA ' D, TEXA 79701 had offered !he h1ghes1 and best bid for a lease of the area above desenbed and IS. therefore. entuled 10 reeel\e a lease thereon 

NOW, T H ER EF'OilE, I, Jerry E. Pauerson, Comm1ssioncr of the General Land O ffice of the State of Texas, heremafier sometmlCs referred to as "Lessor," "hose address IS Austm. Tnas. by 
,;nue of the authority ''ested in me and in consideratiOn of the payment by d1e heremafier designated Lessee, the stun of Forty Thousand Two Hundred even And 50/100 Dollars 
($-10,207 .50), rece1p1 of" hich is hereby ackno" !edged and of !he royalues. covenants. supulauons and condluons con tamed and hereby agreed to be paul observed and perfomted by Lessee, do 
hereby demise, grant lease and let unto !he above rncnuoned bidder the e'clusi,·e n ghl to prospect for. produce and take 011 andior gas from !he aforesaid area upon !he followi ng terms and 
conditions. 10-"11 

I. RESERVATION · There is hereby excepted nnd reserved to Lessor the full use of the propeny covered hereby and all rights wuh respect to the surface and subsurface thereoffor any and 
all purposes except !hose granted and 10 !he e<~ent herein granted to Lessee, toget11er "11h the nghts of mgress and egress and use of said lands by Lessor and oiS nuncrallessees, for purposes of 
e'ploring for and producmg the mn~erals "h1ch are 1101 co,ered, or which may 1101 be co,ered m !he future, under !he terms ofthrs lease. but \\h1ch may be located ""hm !he surface boundaries 
ofd1e leased area. All of d1e rights m and 10 the leased premises retamed by Lessor and all of the rights m Jnd 10 !he leased premises granted to Lessee herem shall be uercised 111 such a manner 
that neuher shall unduly mterfere ""h the operations of the other 

2. TERl\1: Subject to d~e other proVIsions hereof. this lease shall be for a term of li•t (5) ) Urs from the errecuve date hereof(herem called "pnmary tenn") and as long t11ereafier as oil or 
gas IS produced on paying quanuues from sa1d area 

3. DELAY RENTAL : If no well IS conuncnced on the land hereby leased on or before !he anmversary date of thiS lea~e. tins lease shalltemunate as to both pamcs unless !he Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Ausun, Teus, the amount speer tied m the folio" mg schedule muhrphed by d1e 
nwuber of acres 111 the premises. which shall operate as a rental and cover the priVJie~;e of deferring ll1e conuncnccnlCnt of a well for I\\Ch'e ( 12) mont h~ from sard date. In hke manner and upon 
payments or tenders of alllOunts set out m !he follo\\1ng schedule, !he conuncneement of a "ell may be funher deferred for a like penod of the sante nwnber of lllOnths 

Anmversarv Da)e Delay Rental pc:r Acre 
Rm ss~ 

Second S 5.00 
Third S2S.OO 
Fourth S2S .OO 

4. PRO DUCTION ROYAL Tl ES: Subject to the provis ions for ro>-ahy rcducuons set out 111 subparagraph (E) of thos paragraph 4, upon producuon ofool and or gas, !he Lessee agrees to pay 
or cause 10 be paid to !he Conumss1oner of the General wnd Office 111 Ausun, Texas. for the usc and benefit of the State ofTe,as, during the 1em1 hereof: 

(A) O IL: As a royalty on oil, wh1ch is defined as mcludmg all hydrocarbons produced 111 a liqurd fom1 at !he lllOuth of the well and also all condensate, dostillate, and other hqUid 
hydrocarbons recovered from 0 11 or gas run through a separator or other equipment, as heremafier pro,1ded, 1/4 pan of the gross producuon or the market value !hereof. at !he opuon of the 
Lessor, such '-alue to be detemuned by I) the h1ghes1 posted pnce, plus premiun\ 1f any, offered or pa1d for 011, condensate, diStillate. or other hqu1d h)drocarbons, respeeti,ely, of a hke type and 
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in !he general area where produced and when nm, or 3) the gross proceeds of the 
sale !hereof. "hiche,·er is !he greater Lessee agrees !hal before any gas produced from !he land hereby leased is sold, used or processed in a plant, it w11l be run free of cost to Lessor through an 
adequate 011 and gas separator of conventional type or other equipment at least as effic1ent to the end that all hqUid hydrocarbons recoverable from !he gas by su'h means Mil be reeo•ered Upon 
wriuen consent of Lessor, !he requ1rententlhat such gas be rw11hrough such a separator or other equrp1ncn1 may be wal\ed upon such terms nnd conduio•IS as prescnbed by Lessor 

(ll) 0 - I'ROCESSED GAS: As a royalty on any gas (including nared gas), wh1ch IS defined as all hydrocarbons and gaseous subst;~nces 1101 defined as oil m subparagraph (A) above, 
produced from any well on said land (except as provided herein witl1 respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 pan of !he gross 
production or the market •-alue lhereor, a t !he opuon of !he Lessor, such value to be based on !he highest market pnce pa1d or offered for gas of COfl1larable quality in !he general area where 
produced and when run, or the gross price paid or offered to the producer, whichever IS greater pro''lded !hat the maxmuun pressure base m measunng the gas Wider !his lease contract shall 1101 at 
any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahre11hei~ correcuon to be ll1.1de for pressure accordmg to Boyle's Law, 
and for specific gravity according 10 test made by the Balance Method or by the lllOStapprovcd method of testing being used by !he mdustry at the ume oftesung 



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 pan of the residue gas and the 
liquid hydrocarbons exrracted or the rnarl<et value thereof. at the option of the Lessor. All royalties due herein shall be based on one hundred percent ( I 00%) of the total plant production of residue 
gas attnbutable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
attnbutable to the gas produced from this lease; provided thai if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an 
interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing 10 a third pany processmg gas through such plant under a processing 
agreement negotiated at amlS' length (or if there is no such 1h1rd pany, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The 
respective royalties on residue gas and on liquid hydrocarbons shall be detennined by I} the highest market price pa1d or offered for any gas (or liquid hydrocarbons) o f comparable qUllity in the 
general area or 2) the gross price paid or o ffered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no 
event, however, shall the royalties payable under this paragraph be less than the royalties" hich would have been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casmghead," "dry" or any other gas, by fractionating, bummg or any other processing, lli pan of gross production of such products, or the market value thereof. al the op11on of Lessor, such 
m:uket value 10 be de1em1ined as follows: 

(I) On the basis of the highest market price of each produc~ dunng tl1e ~me month in which such product is produced, or 
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; \\hichever is the greater. 

(E) VARIABLE ROYALTY: (i) SubJeCt to the other provisions ofth1s lease, it is hereby pro\ 1ded thalm the event producuon 111 paying quantities is eswblished pursuant to the tem\S of 
this lease and such production is brought on line and sales thereof arc commenced within eighteen ( 18) months of the effective date hereof, the royally rate provided herein shall be reduced 10 
20%, and shall apply 10 each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such eighteen (18} month tcnn during which Lessee may cam a 
reduced royalty rate of2001. as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a tl1ree (3) month 
extension of the tcnn in which 10 earn a reduced royalty rate by giving no11ce to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
expiration of such tltree (3) month period and prosecuting diligently and in good faith the drilling of such adduional well and completing same so that production in paying quantities is established 
and so that such production is brought on line and sales thereof are conunenced prior 10 the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant 10 the tenns of tl1is lease and such production is brought on line and sales thereof arc commenced after the expiration 
of eighteen ( IS} months from the effective date hereof but prior to the expiration of twenty-four (2-1} months from the effective date hereof, the royalty rate provided herein shall be reduced 10 
22.5•/e and shall apply to each subsequent well drilled and produced on the land covered by this lease. Pro,ided tha~ 1f during such six (6) month lenn during which Lessee may earn a reduced 
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by tl1is lease, Lessee may receive a three (3) month 
extension of the 1em1 in which 10 cam a reduced royalty rate by giving notice 10 the Commissioner of the General Land Office, commencing drilling operations on an additional well prior 10 the 
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is esUlblished 
and so tl1at such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under tl1is lease shall be without deduction for the cost of producing, transponing, and otherwise making the oil, 
gas and other products produced herew1der ready for sale or use. 

(G) ROYAL T V IN KIND: NotwithsUlnding anything contained herem 10 the contrary, Lessor nuy, at its op11on, upon not less than 60 days notice 10 Lessee, require at any time or from 
time to time that payment of all or any royalties accruing 10 Lessor under this lease be made in kind without deduction for the cost of producing, gathering, s toring, separating, treating, 
dehydrating, compressing, processing, transponing •nd otherwise making the ool, g•s •nd other products produced hercw1dcr ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, "hethcr express or implied, w1der this lease. 

(H) PLANT FUEL A D R ECYC LED GAS: No royalty shall be payable on any gas as m:ty represent tl1is lease's proponionate share of any fuel used to process gas produced hereunder 
in any processmg plant. Notwithsbnding anything con1ained herein to the contrary, and subject to the consent m writing of the CommiSSioner of the General Land Office, Lessee nuy recycle gas 
for gas lin purposes on the leased premises after the liquid hydrocarbons conwined in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee in such manner as 10 enti tle Lessor 10 a royally thereon w1der the royalty provisions of tl1is lease. 

( I) l\11 l i\ IUl\1 ROYALTY: During any year after the expiration of the primary tenn of this lease, iftl1is lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an amount equal to SS.OO per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anni\•ersary date of this lease a sum equal to SS.OO per 
acre less the amow11 of royalties paid during the preceding year. 

(J ) i\ IA RG INAL PRO DUCTION ROYAL TV: Upon Lessee's wrinen application, the School Land Board may reduce the royalty ra te set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) 10 extend the economic life of this lease and encourage recovery of oil or gas tl131 might otherwise renuin unrecovered. Any such royalty reduction must 
confonn to the requirements of any School Land Boord administrative rules on this subjecL Royalty nuy not be reduced below the applicable statutory minimum 

5. ROYALTY PA YI\IENTS Al'ID REPORT S: All royalues not taken m lmd shall be pa1d to the Conunissioner of the General Land Office at Austin, Texas, in the following manner: 
Payment of royally o n production of oil and gas shall be as provided in the rules set fonh m the Tex•s Register. Rules currently provide that royally on oil is due and must be received in the 

General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in tl1e General Land Office on or before the 
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, nunager or other authorized agen~ completed in tl1e fom1 and nunner prescribed by 
the General Land Office and sho,ving the gross amount and disposuion of all 01! and gas produced and the nurkct ,·alue of the oil and gas, together with a copy of all documents, records or repons 
confimting the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda o f amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other rcpons or records which the General Land Office nuy require 10 verify the gross production, disposition and marl<el ' 'alue. In 
all cases the authority of a manager or agent 10 act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amou111 of royalty being paid on each lease. If Lessee pays his royally on or before thiny (30) days after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25.00. whichever is greater. A royalty payment which is over thiny (30) days late shall accrue a penalty of 10% 
of the royalty due or S25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12•. per year; such interest 'viii begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supponing documents which are not filed when due shall mcur a penalty m an amount set by the General Land Office administrati,•e rule which is effective on the 
date when the affidavits or supponing documents were due. The Lessee shall bear all responsibility for paying or causing royalties 10 be paid as prescribed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act 10 postpone the date on which royalties were originally due. The 
above penally provisions shall not apply in cases of title dispute as 10 the State's ponion of the royally or 10 thai ponion of the royalty in dispute as 10 fair marl<et value. 

6. (A) R ESERVES, COl'iTRACTS AN D OTHER R ECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible esrinute of oil and gas 
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts witltin thiny (30) days after entering into or making such contracts. agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise autl1orized by Lessee. All other contracts and records penaining to the production, rransponation, sale and 
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and dtscharges of all wells, 13nks, pools, meters, and pipelines shall at all times be subject 10 
inspection and examination by the Commissioner of the General Land Office, the Anomey General, the Governor, or the representative o f any of thenL 

(B) DRJ LLI G RECORDS: Wrillen notice of all operations on this lease shall be submiucd to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud 
dale, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice 10 the General Land Office shall include copies of Railroad Conunission 
fomlS for application 10 drill. Copies of well tests, completion repons and plugging repons shall be supplied to the General Land Office at the time they are filed with the Texas Railroad 
Commission. Lessee shall supply the General Land Office with any records, memoranda, accow1ts, repons, cuttings and cores, or otl1er infonnation relative to the operation of the above-descn'bed 
premises, which may be requested by the General Land Office, in addition 10 those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

2 



(C) PENALTIES: Lessee shall incur a penalty whenever repons. documems or other malemls are not filed tn the General Land Office \\hen due The penalty for late tiling shall be set by 
the General Land Office admimstrative rule which is effective on the date" hen the materials were due 10 the General Land Office 

7. RET AI ED ACREAGE: Notwi1hstand10g any provtsion of thiS lease 10 the conlr.lry. aner a well producmg or capable of producmg otl or gas has been COI11'1eted on the leased premises. 
Lessee shall e'ercise the d1ligence of a reasonably prudent operator in dnllmg such adduional \\ell or wells as may be reasonably necessary for the proper dc,elopmelll of the leased prtmises and 
111 marketing the production thereon 

(A) VERTICAL: In the event this lease ISm force and eiTecttwo (2) )tars aner the exptrauon date of the primary or e\lended tenn 11 shall then temllnate as to all of the leased prerruses. 
EXCEPT ( I) 40 acres surroundmg each 011 \\til capable ofproducmg m paymg quantntes and 320 acres surroundmg each gas "ell capable ofproducmg m paymg quanutte> (1ncludmg a shut·tn 
011 or gas "ell as pro.,ded 10 Paragraph II hereof), or a "ell upon which Lessee is then engaged 111 conunuous dnlhng or reworlong operauons, or (2) the number of acres mcluded in a producmg 
pooled unn pursuant to Natural Resources Code Sections 52 IS 1·52. 1 53. or (3) such greater or lesser number of acres as may then be allocated for producuon purposes to a prorauon unu for each 
such produc1ng \\ell under the rules and regulations of the Ra1lroad Comnllsston of Teus. or any successor agency, or other go,emnlental authonty havmg junsdtction Wtthm 90 days of a 
pantaltcmttnation of this lease m accordance "uh this subparagraph and upon paynlent of the mmtmum tiling fee set by General Land Office rules m e1Tec1 at the ume of the pamaltemllnauon. 
Lessee shall have the nghtlo obtam a surface lease for mgress and egress on and across the lcmltnated pon10n of the leased prcnuses as may be reasonably necessary for the conunued operation of 
the ponio1ts of the lease rema111mg 111 force and c1Tec1. If Lessee fJ1I s 10 apply for a surface lease wuh111 the 90 day period spec1fied above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commissioner has the discretion to grant or deny such application and 10 set the fcc for such sttrf:1cc lease. 

(0) IIOill ZONTA I.; In the evemth1s lease ts in force and eiTecll"o (2) years aner the e'p1rauon date of the primary or e."ended 1enn 11 shall funher 1emuna1e as to all depths below 100 
feel below the total depth dnlled (here1naner "deeper depths") 111 each 1\elllocotcd on acreage retaiOcd m Poragraph 7 (A) above, unless on or before t\\O (2) )Cars oner the pnnury or extended 
tem1 Lessee pays an amount equal to onc-half(ln) of the bonus orig10ally pa1d as cons1derauon for th1s lease (as spcc1fied on page I hereof) If such amount is patd, this lease shall be m force 
and effect as to such deeper depths. and said tennination shall be dela)cd for an adduional penod of two (2) }Cars and so long thereaner as 011 or gas 1s produced tn pa)'lng quanm1es from such 
deeper depths co,·ered by thts lease 

(C) IDENT IFICATION AND FILING: The surface acreage retuned herew1der as to eoch \\ell shall, as nearly as practical, be m the fonn of a square '"th the "ell located m the center 
thereof, or such other shape as nuy be approved by the School Land Board. Within thiny (30) days aner panial temunation of this lease as pro,·ided herein, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained herewtder The recorded release, or a cent tied copy of sanle, shall be filed m the General 
Land Office, accompanied by ~1e tiling fee prescnbed by the General Land Office rules m effect on the date the release is filed If Lessee fa1ls or refuses to execute and record such release or 
releases within ninety (90) days aner being requested to do so by the General Land Office, then the Commissioner at Ius sole discrcuon may designate by written tnstrument the acreage and/or 
depths to be released herewtdcr and record such instrument at Lessee's expense in the county or cowmes where the lease is located and 111 the official records of the General Land Onice and such 
designation shall be binding upon Lessee for all purposes. If at any time a ncr the effective date of the panialtem1ination provisions hereof. the applicable field rules are changed or the well or 
"ells loco ted thereon are reclassified so that less acreage is thereaner allocated to sa1d well or wells for producuon purposes. this lcosc shall thereupon tenrunate as to all acreage not thereancr 
allocated to satd \\'ell or wells for production purposes 

8. OFFSET WELLS: lfOtland/or gas should be produced 111 conm1ercial quanuucs from a well located on land pri,-atcly owned or on State land leased at a lesser royalty, \\hlch \.Cll is wllhtn 
one thousand (1.000) feet of the area mcluded herem. or "h1ch "-CII1s drammg the area co,·ered by th1s lease. the Lessee shall. "1thtn SIXty (60) days a ncr such mlltol producuon from the draming 
\\ell or the \\ell located withm one thousand (1.000) feet from the area co,·ered by thts lease begm m good fa1th and prosecute d1hgently the dnlhng of an offset "ell on the area co,crcd by thts 
lease. and such offset well shall be dnlled to such depth as may be necessary to pre,cnt the undue dramagc of the area co,crcd by thts lease. and the Lessee. nunagcr or dnller shall use all means 
necessary in a good faith elTon to nuke such offset well produce 011 and/or gas 111 commerc1al quanuucs Only upon the detem1inauon of the CollllmSsloner and with h1s written appro,-al. may the 
paynJCnt of a compc1tsatory royalty satis fy ~1e obligation to dnll an ofT set well or wells requtred under this Paragraph 

9. DRY IIOLE/CESSAT ION OF PROD CTION DURI G PRII\IARY TERl\ 1: If. dunng the pntnar} tenn hereof and pnor to dtseo•cry and producuon ofo1l or gas on satd land. Lessee 
should dnll a dry hole or holes thereon, or tf dttnng the primary tem1 hereof and aner the discovery and actual producnon of 011 or gas from the leased prenlJSes such producuon thereof should 
cease from any cause, this lease shall not tcnninate if on or before the e~p1ra1ion of SIXty (60) days from date of completton of said dry hole or cessation of producuon Lessee commences 
addmonal dnlling or rcworlmg operauons thereon, or pays or tenders the next annual delay rental m the same nunner as pro,ided m this lease. If. dunng the last year of the primary tenn or 
"1thm St"Y (60) days prior thereto. a dry hole be co'l1'1eted and abandoned. or the production of otl or gas should cease for any cause. lessee's rights shall remam tn full force and effect" 1thout 
further opcrauons until the e~p1rauon of the pnnury term; and 1f Lessee has not resunled producuon m pa}1ng quanlll1es at the c~p1ra11on of the pnnl3ry tcnn. Lessee may nl3mtam thts lease by 
conducung odduional drilling or re\\orking operntions pursuant to Parngraph 10, using the e'pirnuon of the pn=ry tem1as the date of cessation ofproducuon under Paragraph 10. Should the 
lirst well or any subsequent "ell drilled on ~te above descnbcd land be completed as a shut-m oil or gas well "ithin the pnmary tem1 hereof. Lessee may resume payment of the annual rental in 
~te sanJC nunner as provided herem on or before the rental paymg date followmg the e~pirauon ofst~ty (60) days from ~~e date ofcompleuon of such shut·tn 011 or gas \\ell and upon the fa1lure to 
tnake such payment. ~tis lease shall1pso facto tcnninatc. If at the cxptration of the pnmary tem1 or any tnne thereaner a shut·m oil or gas "ellts located on the leased pren11ses payments may be 
nude in accordance with the shut-111 provisions hereof. 

10. C ESSATION, DRILI.I G, AND REWORKING: If. a ncr ~tc c'p1rntion of the primary tcnn. production of oil or gas from the leased premises. a ncr once obtatned. should cease from 
any cause. this lease shall not temunate if Lessee co1nmences additional drilling or reworking operat1ons "1thm si"Y (60) days after such cessation. and thts lease shall remam m full force ond 
effect for so long as such operauons continue m good faith and m workmanlike nunner "tthout mterrupuons totahng more than snty (60) da}s. If sU<:h dnlhng or reworl.mg operauons result m 
the producuon of otl or gas. the lease shall rem:un 10 full force and effect for so long as otl or gas ts produced from the leased premises m paytng quanuues or payment of shut·m oil or gas "ell 
royalties or paynJCnt of cot111ensatory royalties is made as provided herem or as provtded by law If the dnlling or reworking operauons result m the cot111lcuon of a "ell as a dry hole, the lease 
will nottenmnatc if the Lessee conuncnces additional drilling or reworkmg operations wtthin SL<IY (60) days aner the con1)1euon of the "elias a dry hole, and thiS lease shall remam m effect so 
long as Lessee continues dnlltng or reworking operations in good fauh and in a \\Orkmanhke manner wuhout interruptions totaling more than si"Y (60) days Lessee shall g1ve v.·mten nouce to 
the General Land Office within th1ny (30) days of any cessation ofproducuon. 

I I. Sll UT-I nov AL T l E : For purposes of this paragraph. "well" means any well that has been assigned a well number by ~1e stale agency hav10g jurisdiction o•cr the production of 011 
and gas. If at any tinJC a ncr the expiration of ~1c primary tenn of a lease that, unul being shut in, was being tnaintaincd in force and effect, a \\ell capable of produc10g 011 or gas m pa)'lng 
quanuties is located on the leased premises. but 011 or gas is not bemg produced for lack of suttablc producuon facihues or lack of a suttable market. then Lessee may pay as a shut-an otl or gas 
royalty an amoum equal to S I 0.00 per acre. but not less than S 1,200 a ycor for each \\ell capable of producmg 011 or gos m pa)'lng quantit1es To be eiTectl\e, each lntllal shut·tn 011 or gas royalty 
must be pa1d on or before. ( I) the expiration of the pri1nary tern\ (2) 60 days aner the Lessee ceases to produce oil or gas from the leased prem1ses, or (3) 60 days ancr Lessee eon..,letes a drilling 
or reworkmg operation in occord.tnce "1th the lease provtstons; "h1chever date is latcsL If the shut·m Otl or gas ro}-alty IS po1d. the lc•se shall be constdered to be a producmg leosc and the 
payment sholle<tend the tenn of the le•se for • penod of one }ear from the end of the pnmary tenn. or from the first day of the month following the month m \\hich producuon ceased. and. a ncr 
that, if no SUitable production fa c1h11es or SUitable market for the 011 or gas cllists, Lessee may e"end the lease for four more successl\c penods of one (I) year by pa)'lng the same amount each 
year on or before the cxp1ra11on of each shut·lll )Car. 

12. COI\IPENSATORY !l OYALTIES: If, dunng the penod ~1e lease IS kept m effect by paynlent of the shut·tn 011 or gas royalty. otl or gas is sold and delivered m pa~ing quantiucs from a 
well located " ithin one thousand (1.000) feet of the leased premises and completed in the same producing reservoir, or in any case m winch dra10agc is occumng. the right to conunue to numtain 
the lease by paying the shut-in oil or gns royalty shall cease, but the lease shall renuin eiTect.ive for the re1nainder of the year for which the royalty has been paid The Lessee may nu intain the 
lease for four more successive years by Lessee paying compe115atory royalty at ~tc royalty rate provided in the lease of the market value of production from the well causing the drainage or which 
is completed m ~1e same producing rcservotr and within one tl10usand ( 1,000) feet of the leased premtscs. The compensatory royalty IS to be paid monthly to the Comllllssioner be&~nning on or 
before the last day of the month following the month in which the 011 or gas is produced from the \\ell causing the drainage or that is C0'11'1eted m the same producmg reservotr and located within 
one thousand (1.000) feet of the leased premises; if the coJ11lCnsatory royalty pa1d in any 12-month period is m on amount less than the annual shut-in oil or gas royalty, Lessee shall pay an 
amount equal to the difference within thiny (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to dnll offset wells as provided in N R.C. Sccuon 52.034, however, at the detennmauon of the ConuntsSioner. and wtth the Conumssioner's wntten approval, the payment or 
COJ111Cnsatory royalties shall satisfy the obligation to dnll offset \\ells CoJ11lCnsatory royalty payments which are not timely patd Mil accrue penalty and interest m accordance Wlth ParagraphS 
of tills lease. 
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13. EXTENSIONS: If, at the e'piration of the primary term ofthrs lease, production of01l or gas has not been obtained on the leased premises but dnlhng operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the exprration of the pnmary term file mthe General Land omce written application to the Commissioner 
of the General Land omce for a thirty (30) day extension of this lease, accompanied by pa)ment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less 
and Six Thousand Dollars (S6,000.00) if this lease covers more than six hundred forty (640) acres and the Conmussioner shall. in writing, utend this lease for a thirty (30) day period from and 
afler the expirauon of the primary term and so long thereafter as orl or gas is produced m pa)'lng quantities; provided further, that Lessee may, so long as such dnlling operations are being 
conducted make hke applicauon and payment during any thirty (30) day utended penod for an addlllonal extcnsron of thirty (30) days and, upon recerpt of such application and pa~ment, the 
Conmussroncr shall, m wnung, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as or I or gas is produced in paying 
quanuues; proVIded, however, that this lease shall nat be extended for more than a total of three hundred ninety (390) days from and afler the e<piration of the primary term unless production in 
pa}ing quantuies has been obtamed 

14. SE O F WATER; URFACE: Lessee shall have the nghtto use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided, ho" ever, 
Lessee shall not usc potable water or water suitable for livestock or rmgauon purposes for water flood operations "ithout the prior written consent of Lessor. Subject to its obligauon to pay 
surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for dnlling and operating \\clls and transporting and marketing the 
production therefrom. such use to be conducted under condruons of least rnjury to the surface of the land. Lessee shall pay surface damages Ill an amount SCI by the General Land omce fee 
schedule which rs eiTeCtl\ eon the date when the acth~ty requrnng the pa)11lCnt of surface damages occurs 

IS. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safegu:Jrds to prcvem pollution Without limiting the foregorng, pollution of coastal 
wctl3nds, natural "atem a)S, ri•ers and rmpounded \\ater shall be pre••entcd by the usc of containment facrliues sumcrcntto prevent sptllage, seepage or growrd water contamination In the event 
of polluuon. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to pubhc and private properties. 

(A) PLANDS: Lessee shall build and maintain fences around Its slush, swnp, and drainage pits and tank batteries so as to protect hvestock against loss, damage or irtiury; and upon 
compleuon or abandonment of any \\CII or wells, Lessee shall fill and level all slush p1ts and cellars and completely clean up the drilling site of all rubbish thereon. 

(B) UB;\IERGED LAND : No diScharge ofsohd \\'3Ste or garbage shall be allo-..ed mto State waters from any dnlling or support vessels, production platform crew or supply boat. 
barge. Jack-up rig or other equrpment located on the leased area. Sohd "aste shallmclude but shall not be limned to containers, equipment, rubbrsh, plasuc, glass, and any other rron·made non· 
biodegradable items A sign must be displayed in a high tramc area on all vessels and m:~nned platforms st:lling, "Discharge of any solid waste or garbage into State Waters from vessels or 
piJtfomiS is stnctly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in lettering of at least I" in size 

(C) RI\'ERS: To the "tent necessary to pre•·ent polluuon, the pro•isions found in subsecuons (a) and (b) of this paragraph shall also apply to mers and riverbeds. 

( 0 ) PENALTY: Fa1lure to comply "ith the requiren>ents ofthrs pro•·1sron may resultmthe lll3<unum penalty allowed by law includmg forfellure of the lease. Lessee shall be liable for the 
damages caused by such farlure and any casts and e'penses mcurred rn cleanmg areas affected by the discharged "astc. 

16. IDE 'T IFICATIO ' IIIARKERS: Lessee shall erect, at a distance not to exceed t\\enty-fhc (25) feet from each "ell on the premises covered by thrs lease, a legible sign on which shall 
be stated the name of the operator, the lease designation and the well number Where two or more wells on the same lease or where wells on two or more leases arc connected to the same tank 
battery, whether by mdi•idual flow hne connections direct to the tank or tanks or by usc of a multiple header system, each line bet\\ecn each "ell and such tank or header shall be legibly identified 
at all times, either by a fimlly attached tag or plate or an identification properly painted on such hne at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other idenufication markers shall be marntained rna legrble condition throughout the tcmr of this lease. 

17. ASSIGNME TS: The lease may be transferred at any time; provided, however, Uratthe liability of the trans feror to properly discharge its obligation under the lease, including properly 
pluggmg nbandoncd wells, removing platforms or pipelines, or ren>edmtion of contanunauon at dnll sues shall pass to the transferee upon Urc prior written consent of the Commissioner of the 
General Land omce The Con1111issioncr may require the ~r.~nsferec to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded rn the county "here the area is located, and the n:corded transfer or a copy cenificd to by the County Clerk of the county where the transfer is recorded must be 
filed in the General Land omce wrthin ninety (90) days of the execution date, as provtdcd by N.R.C Section 52.026, accompamcd by the filing fee prcscnbcd by the General Lnnd Omce rules in 
ciTcct on the date of receipt by the General Land Omce of such transfer or certified copy thereof E• cry transferee shall succeed to all nghts nnd be subject to all obligations, liabilities. and 
penalues owed to the St.lle by the ongrnallessee or any prior transferee of the lease, mcludrng any liabthties to the state for unpatd ro>-alties 

18. RELEA ES: Lessee may rehnqu!Sh the rights granted hereunder to the State at nny ume by recordtng the rehnquishn>entrnthe county where this area is Sllu:Jted and filing the recorded 
relinquishment or cert•fied copy of same in the General Land Office wuhm nrnety (90) days afler 1ts e\ecution accompanied by the fihng fcc prescnbed by the General Land omce rules in effect 
on the date of recerpt by the General Land omce of such relinquishment or ccrtrfied copy thereof Such relinquishment will not ha'·e the effect of releasing Lessee from any liabiluy theretofore 
accrued m favor of the State 

19. LIEN: In accortlance \\llh N R.C. Secuon 52.136, the State shall have a first lien upon all orland gas produced from the area covered by this lense to secure payment of all unpaid royalty 
and other suniS of rnoney that may become due w1der this lease. By acceptance of thts lease, Lessee grants the State, in adduion to the hen provided by N.R.C. Section 52.136 and any a ther 
applicable sututory lien, an e'prcss contractual lien on and securit) interest mall leased minerals in and e'tracted from the leased premises. all proceeds" hich lll3Y accrue to Lessee from the sale 
of such lensed mrnerals, whether such proceeds are held by Lessee or by a thrrd party, and all fi"tures on and rn1Jro•·ements to Ure leased prenuses used rn connecuon with the production or 
processmg of such leased nunerals rn order to secure the payment of all royalues or other amowrts due or to become due under this lense and to secure payment of any damages or loss that Lessor 
may sutTer by reason of Lessee's breach of any covenant or condition ofthrs lease, whetlrcr express or implied. Thrs lien and security interest may be foreclosed with or without coun proceedings 
in the manner provided in the Title I, Chapter 9 of the Texas Business and Conm>erec Code. Lessee agrees that the Conunissioncr may require Lessee to e"ccutc and record such instruments as 
may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby n:presents that there are no pnor or superior liens ansing from and relating to Lessee's activities upon the 
abo•e·descnbed property or from Lessee's acquiSition of this lease. Should the Commissioner at any ume determine that this representation ts not true. then the Collll1lissioncr may declare this 
lease forfeited as pro• ided herein. 

20. FO RFEITURE: If lessee shall fail or refuse to make the payment of any sum wrtlrin thirty (30) days afler it becomes due, or if Lessee or an authontcd agent should knowingly make any 
false return or false report concemrng production or drilling. or if Lessee shnll fa~ I or refuse to dnll any offset well or" ells in good faith ns n:quired by law and the rules and regulations adopted by 
the Commiss1oncr of the General Land omce, or if Lessee should far Ito file reportS ur the IIIJnncr requrred by law or foil to comply with rules and regulations promulgated by the General Land 
omce. Ure School Land Board, or the Railrond Commission, or refuse the proper authority access to the records pertaining to operations, or 1f Lessee or an authorized agent should knowingly fai l 
or refuse to give correct infort113tion to the proper authority, or knowingly fail or refuse to furnish the General Land omce a cortect log of any well, or if Lessee shall knowingly violate any of the 
rrotenal pro•is1ons ofth1s lease, or if this lense is assigned and the assignmentrs not filed mthe General Land Office as required by law, the rights acquired under 

this lease shall be subJect to forfeuure by the Commissioner. and he shall forfeit same "hen sumcrcntly mfonned of the facts which authorize a forfeuure, and when forfeited the area shall again 
be subject to lease to the highest bidder, under the same regulauons controllmg the origmal sale of leases. Howe•·er, nothing herein shall be construed as waiving the autorrotic tcrtninarion of this 
lease by operatron of law or by reason of nny special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights therewrdcr reirrstatcd before the rights of another 
inter•ene upon satrsfactory e•idence 10 the Conunissioner of the General Land omce of future COitl>liance with the pro• is ions of the law and of this lease and the rules and regulations that may be 
adopted relau,·e hereto. 

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

22. APPLICABLE LAWS AND DRILLl G RESTRICTIONS: nus lease shall be subject to all rules and regulations. and an>endments thereto, promulgated by the Collll1lissioner of the 
General Land omce governing drilling and producing operations on Peml3nent Free School Land (specrfically including any rules promulgnted that relate to plans of operations), payment of 
royalties. and auditing procedures, and shnll be subject to nll other valid statutes, rules, regulntions, orders and ordinances that may affect operations under the provisions of this lense. Without 
limiting the generality of the foregorng, Lessee hereby agrees, by the acceptance of this lease, 10 be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Adtninrstrative Code, Chapter 4, nnd Texas Natural Resources Code Sections 52.135 
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigntion or other purpose 
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mciden110 the oper.uion of a pon. then Lessee shall not be enmled to enter or possess such land 1\llhout prior approval as pro,ided under Section 61 117 of the Texas Water Code. but Lessee shall 
be elllitled to de\elop such land for 011 and gas by d.rectional dnlhng, provided. ho.,e,er, that no surface dnlhng locauon may be nearer !han 660 feet and spec1al perntiss1on from !he 
Conmuss1oner ofthe General Land Office IS necessary 10 =ke any surface locauon nearer than 2,160 feet measured at nght angles from !he neare>t bulkhead line or from the nearest dredged 
bottom edge of any channel. slip, or turnmg basm which has been authonLed by the Umted States as a federal project for future consuucuon. "'h1che,er IS nearer 

23. REI\10VA L OF EQ I PI\ I Ei'IT: Upon the terminarion ofth1s lease for any cause, Lessee shall not, in any e\Cnt, be pennmed to remove the casmg or any pan of !he equipment from any 
producing. dry, or abandoned "'ell or wells without the wntten consent of the ConmliSSioner of the General Land Office or his authonzed representall\e; nor shall Lessee, "'1thout the wntten 
consen1 of S31d Conm1issioner or his authorized representathe remo' e from the leased prenuses the casmg or any other equ1pment, lll3tenal. machmery. appliances or propeny owned by Leso;ee 
and used by Lessee m the de•elopment and production ofo1l or gas therefrom unul all dl) or abandoned \\ells ha'e been plugged and unulall slush or refuse p1ts ha'e been properly filled and all 
broken or d1scarded lumber, machmery. or debns shall ha\e been rcmo,ed from the prenuses to the sausfacuon of the sa1d Conmuss1oner or h1s authonzed reprcsentatl\e 

24. FORCE 1\IAJ EURE: Should Lessee be prevented from complyin~ wuh any express or implied covenant of this lease, from conductmg drilling operauons thereon, or from prooucmg 011 
and/or gas therefrom. aflereffon nude in good faith. by reason of war, rebellion. riots. strikes, fire s, acts of God or any order. rule or regulatiOn of go,ernmental authonty, then 1\lnle so pre, entcd. 
Lessee's obligation to con1)ly with such co' enant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office m suppon of Lessee's 
contenuon and Lessee shall not be hable for damages for fa1lure to comply thercw1th (except m the e\'ent of lease operauons suspended as pronded 111 the rules and regulauons adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is pre\ented, by any such cause. from drilling. reworkmg operatio1ts or producing oil and/or gas from the leased 
prem1scs; pro,ided. ho"e' cr. thatnotlung herem shall be construed to suspend the payment of rentals dunng the prinury or CAtcndcd tcnn. nor to abrid&c L.es>cc's nght to a suspension w1dcr any 
applicable s~1tutc of this State. 

25. LEA E ECU RITY: Lessee slull 1.1ke the highest degree of care and all proper safeguards to protect said premises and to pre,entthcfl ofo1l, gas. and other hydrocarbons produced from 
sa1d lease Thts 1ncludes. but IS not linuted to, the installation of all necessary eqUipment, seals, locks, or other appropriate protective de \Ices on or at all accc.s pomts at the lease's producuon, 
gathcnng and storage systems "'here thefi of hydrocarbons can occur Lessee shall be hable for the loss of any hydrocarbons resulting from thefl and shall pay the State ofTeus royalties thereon 
as provided herein on all oil, gas or other h)drocarbons lost by reason of thefl 

26. RED CTION OF I'AY IE TS: If, during the prinury tern~ a pomon of the land covered by this lease is mcluded w1tlun the boundancs of a pooled wut that has been appro"ed by the 
School Land Board in accordance with Natural Resources Code Sec nons 52.1 S 1-52. 153, or •f. at any time afler !he expiration of the pn=ry trrm or !he e<tendcd term. th1s lease CO\ ers a Jesser 
number of acres than the total amount descnbed herein. payments that arc made on a per acre basts hereunder shall be reduced accordmg to the number of acres pooled. released. surrendered. or 
othcrn ise se\·ered. so that payments determined on a per acre basis under the terms of this lease dunng the pnmary term shall be calculated based upon the nwnber of acres outside the boundanes 
of a pooled unit. or, 1f aflcr !he exp1rat1on of the primary tern\ the number of acres actually retamed and covered by lhts lease. 

27. SUCCESSORS AND ASS IGN : The covenants, cond1tiOIIS and agreements contamed herem shall extend to and be bmdmg upon !he he1rs, e'ccutors. admmlStrators. successors or 
assigns of Lessee herem 

28. Ai'ITIQ !TIE CODE: In the e\Cnt that any feature of archeological or historical mterest on Pem'l:lnent School Fund Land ts encountered dunng the aeti\ Jilcs authorized by th1s lease. 
Lessee w•llunmed•ately cease acu,itles and "Ill inunedJatcly notify the General Land Office (ATTN Archaeologist. Asset Management Oms1on. 1700 N Congress A\t., Austin, Teus 78701) 
and the Tc'"s I listorical Conumss•on (P.O. Box 12276, Austin, TX 78711 ) so that adequate measures may be undenaken to protect or reCO\'er such d1sco' cnes or findmgs, as appropriate. Lessee 
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the AnuquliJcs Code ofTexas. Chapter 19 1, Tex. Nat Code 
Ann. (Vemon 1993 & Supp. 1998). On state-owned land not dedicated to the Pcnnancnt School Fund, lessee shall notify tl1c Texas I hstoncal Conumssion before brcal.mg ground at a project 
location An archaeological survey might be required by the conumssion before construction of the pro;ect can conu11Cnce. Further. 111 the event that any sue, ob;ect. location, ani fact or other 
feature of archaeological, scientific, educational. cultural or h1storic mtercst is encowuercd during the aetlvities authorize by this lease. lessee "'111 nnmcdiatcly notify lessor and the Texas 
ll tstorical Comnuss1on so that adequate measures nuy be undenakcn to protect or retO\'Cr such diSCO\enes or findings, as appropnate 

29. VE E: Lessor and lessee, including lessee's successors and assig1ts, hereby agree that •enue for any dispute ansmg out of a prons1on of th1s lea. e, "'hcthcr e'prcss or 1mphcd, regardmg 
Interpretation of this lease, or relating in any way to this lease or to applicable case Jaw, statutes, or admmlStrati,·e rules. shall bema court of competcntjurisd1ct1on located m Travis Cowuy, State 
of Texas 

JO. LEA "E Fl LING: Pursuant to Chapter 9 of !he Te' Bus & Com Code,thiS lease must be filed of record in the office of the County Clerk 111 an~ county 111 \\h1eh all or any part of the 
leased premiSes is located, and cen1fied cop•cs thereof must be filed m the General Land Office The prcscnbed filing fee shall accompany the cemficd cop1es <ent to the General Land Office 
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3 1. EX EC T ION: Th1s oil and gas lease must be s1gned and acknowledged by the Lessee before 11 is filed of record in the county records and in the General Land Office of the State ofTexas . 

.... 
~ 
c:: 
0 LE SEE 
Vl 
~ DY: 
6 
6 TITLE: 
0 u DATE: 

F, '" mess the Signature of the CommiSSIOner of the General Land Office o f the S tate of Tc•as w1der the seal of the General Land Oflice. 

z u.. Q 

0 A I'I'RO\'EO 
(.) ..... 

~ :>-

u:: 0 ~ Contents 
L•g•l 
DC 
E>ec 

STATE OF ____________________ __ (COR PORATI ON ACK OWLEOG l ENT) 

CO NTY OF _____________________ __ 

BFFORE ME. the unders1gned authonl) , on this day personal!) appeared, ____________________ __ 

known 10 me to be the person whose name is subscribed to the foregoing mscrumcnt, as. ______________ __ _______ of 

and ad.now I edged 10 me !hat he executed 1he same 

for the pwpose and consideration !herem npressed. in the capac1ty stated. and as the act and deed of sa1d corporation. 

Gtven under my hand and seal o f office th1s the _ ______ da.y of _________________________ ,.20 ________ ~ 

Notary Pubhc 111 and for ______________ _ 

TATE OF ______________________ __ (INOI\' 10 AL AC K!"I/OWLEOGI\1 ENT) 

COU TY OF _____________________ _ 

Before me, the unders1gned authori ty. on this day personally appeared _________ ____ _ _________ _ 

know11 to me to be the persons w hose names a re subscn'bed 10 the foregomg 1nstrumcn~ and acl .. now !edged to me that they executed the 
same for the pwposcs and cons1derauon therein e'prcsscd 

Gi,cn under my hand and seal of office this the _ _ _ ____ .day of ____________ _ ___ .• 20 _________ . 

Notary Public m 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. 25, 
which has been assigned the lease number M-1 06308. 

State Lease M-1 06308 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 

tcphcn F. Au, tin Building · 1700 l onh Congress Avenue • Ausrin, Texas 78701-1495 

Post Office Box 12873 • ustin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 
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~ustin, '<lrexas 

OIL AND CAS LEASE 
NO. M·l06l01 

WHEI\EAS, P\.111Uinl to the TeAu N:al\nl Ruourcu Code Chlpters )l, .)), 51 , and C'Nplcr S:Z, Subchaptcn A-D and H, (saM! Code bc1n1 btntnaftcr referred to as NRC), and subJtcl to all 
rulcJ and rc&ulahons promul&ncd by the Commass~ncr of the Ocncnl Land Office and/or the School Land lloard pursuant thereto, and all other apphnblt Stltuln and amcndmtnLS to satd 
N R c .. the rono"'•"l Uta, lO-WII. 

SECTION ll , ULOCK •S, PUBLIC SCIIOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROX IMATELY 171.7 ACRES, AS SIIOWN ON T HE 
OFFICIAl. MAP OF REEVES COUNTY, TEXAS NOW ON FILE IN TilE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS, 

wu, after bc:in1 duly ad,·cniud. offered for lnsc on the 41
• d1y of Ap ril, 1006, ll 10 00 o'dock a m, by the Comrustancr ohhc. Ocncn~lt.nd Ofrtcc of the State ofTc.u~ and the Sehool Land 

Boo~ or II>< SUI< orTcnJ, ro. Ill< sok ond only purpose orprospc<lina and drilhn& ror. and p<Od11Cin& oo1andiO< cu WI may be (OIInd and p<Od11Ccd from the above dcacn'bcd area, and 

W U EREAS, 1ftcr all bKIJ and rcmtt.ancu whiCh 'Were rcuived up to ""' 111nc h.lvc bun d\lly conswkrd by the C()O'I1tSJIIOfltt of the General Land Otr.cc and lhc School Land Board at a 
rc-cutu mrcMalhcrcofm the Gencnl Land omcc, on the .... day of AprU, l 006, hcrcanafttr the: •ctrectJvt: date" and II wu found and dctc.l'l'R.ntd that CltALFANT rROPERTIES INC v.hose 
addrt"U u P.O. BOX Jill. (.I I OLANO, TEXAS 19701 Md ofTertd tht tu&hcJt and bcsl btd (CH 1 kue of the ana abow: dc.scribcd and u,lhcrcfon:, Cftbtkd to rccetvc a kuc lhtrcon· 

NOW, THEREFORE, I, Jerry E. Pauenon. c:cwm.sstOnCr of the Gencnl Land Off'Kc o(thc: StJtc o(Teus, hcnuut\cr somttlmtJ rcfernd &o u •Lessor,· '*hose addtt.ss IS Aushn., Te.us, by 
YU"tUC: o( the aulhonry \CJt~ tn me and tn consMic:ntiOn of the: paymr:nt by the hcrttnaft.er dcsta;n.atcd Lessee, &he sumo( forty TMuurMI Two lluadrtd Snta And S0/100 Oollan 
($40,107 .50), receipt or '*hlch is hereby acknowK:d&cd tnd of the royalties, coven.tnu. snpuiJhons tnd condJoons conUU'ICd and hereby •peed &o be peid. observed •nd pc:rfonntd by Lessee, do 
hcrt"by demise, annt. lease tnd let unto the above mentioned bidder the exclus1~ rif,ht 10 prospect for, produce and ukc 011 and/or au &om \he afoccnid area upon the foUowmc tcnns and 
COndlhOM, ~\Nil 

I . Jl£S£RVATION There IS hereby tllteptc:d tnd rc:scrvcd to Lessor the fuJI use o(lhe propc.rty covcrtd hereby and all ri&hll With respect 10 the swface and Jubsurf•cc thereof for any and 
Ill purp()SCJ ucepl those cnntcd and tO the tAlent hcrc1n p1n1ed 1.0 Lcuec, lO&tthcr With the ri&)\ts O( U\IJ'US and cpss and USC Of Sltd landJ by l..usor and Its mancrallcssees, for purposes of 
uplonna for and produem& th.c mnc:nls ~tuch arc not covtrcd. or \lrorhK.h may not be CO'-'trcd 1n the fururc. under the tcll1W or duJ kJ.sc, but wluch may be *attd w1lhm the surface bow'lcbric.s: 
Of the kascd lrU All or the ri&hts In and lO the leased prcnntS rtUintd by l.c.Jsor and all Of lhc n&htJ Uland to the leased pn:rrues Jnnlcd to l.usce herein shall be UCtCISCd IR such I manner 
that ncuhcr stAll \&nduly interfere ••th the opc:rabOns or the other 

1. TERM SubJeCt to the 0\hcr provu10ns hereof. 1hJs lc.a.sc sh.all be for a tcnn of 0\'t (5) yun from the: cff'ecn\'c date hcrcof(hcrc&n ulled .. pnmary tcnnj a.nd 11 5onJ tbcruftcr as oil or 
p s: tS produced •n payana quanbtiC.s fiom saMi arca 

J . OEL..A Y RENTAI..S Lfno ~ell 11 conwncnced on the land ltercby kaud on or before the aMivtrnry d.atc oflh11 lcaJC. tNs kasc shall ttmvutc u co both pamc.s unlcu the lessee on or 
before sud dale skill pay or tender 10 the Cormu.s~ncr of \he Gcncn.l Land OfTtc:c of~ State of Tuas 11 Ausun. TcuJ. the am:>unt specified m the foUowtna achedWc m.dtJphed by the 
nwrCcr ofacKJ in lhc prcnucs. -.hiC-h stu II ope:ratc as a rcnU~Iand cover the: pm-1k&c of dc(cmna the conmmtcmcnt of a -.cU for~''"" (1 I) moe lhl &om nld date In like manner and upon 
pJymcnu or tenders or amountS set out "'the folloW'\n& schedule, the conwncnccmcnt or a well rNy be further dcfcncd for a 11\,e pcnod of the nme: Dumber ofmontN: 

Annncaary pa!t lklay Rental PSr A£(s 

fiBI S S 00 
Second S S 00 
Thud S2S .OO 
FO<Uih m oo 

4 , PRODUCTION ROYALTIES Subject to the proviJions for royalty rcduchOns set out in subparapph (E) o(thi.s paraiftph 4, upon production ofollandlor 111. lhc Lessee acrccs to pay 
or c-ause lObe paNt to the Corrrniss.oncro(lhc Gencnl Land Otlke "'Ausun. TuaJ, for the l&JC and benefit o(thc State ofTu.as, dl.ltln& the tcnn hcrtef· 

(A) O U,.. AJ I royally on oal, whach ll defined IS includin& all hydroctrbons produced Ul a hqwd fonn II lhc mouth Of the: '4-ell and 1lso Ill condensate:, daJIII1ate, and or.bcr liqwd 
hydrocarbon~ rccovtrtd trom odor &J.S run lhtou&h 1 upantof Of olhc.r cqwpmcnt. as htrctnafta providc:d. 1/" pat1 of the: poss prod~Kbon or the rra.Jl.ct value lhcrC"Of, 11 the opbon or lhc 
Lu.cor, such V.tluc 10 be dctcrmnsd b)' I) the hiJht.JI posted pncc. plus pre mum. tfany, offered Of patd for Oil condensate. dlstdllk. OC' other liquid hydrocarbons, rcsp«IIVC'ly, of a l-l;s '>'PC and 
En""'Y Ul the ccnc.ralaru ~ere produce-d and \11-hcn Nr\, or 2) the htlhcll mJrkrt pnc:e thtrcof offered Of paMi "' the ac:nc.nlaru where produced and .,.hen Nn, Of J) the poss proceeds or thc 
nlc thereof, ..-h;chc\~r U the 1fC1lCr Lcs.sce lpl'CJ that before: any IU pn:Mhlted &om the bnd hereby kucd LS JO)d. used or procusc-d U1 a plaM, II W).)l be: N11 fi'ec Of COSIIO l.uJor tJvou&h In 

adcq~te oiltM p.s scpaniOr or con't'V1tional t)pC: Of other cqwpmcnt at k:aJt u crrac,mt 10 lhc end chat aU hqwd hydrourboN ruovtnble &om the p.s by suth muru Wlll be rc~ertd Upon 
wnum consent o(UsJOf', the requirement that such ps be run throu&h such a scparatOf Of other eqwpmcnt maybe wttnd upon such lermla.nd conchdons u pruc.ribcd by L«sor 

(8) NON·PROCESSED CAS As a 11lyal1)1 on any ps (mc:hlchnc lb..4 ps~ "'hoc:h udcftncd as aD bydn>carbons and.....,... subs~ aoc dclincd uollons\lbpanlf>pb (A) abo-., 
produced from any ""ell on s:aid land (c\ccpt u provWcd herem wuh respect to au proccJ.Jcd &n 1 plant for the utncbOn of psohnc, hqUMI hydrocarbons or otbtr prochactJ) II .. pjrt of the crou 
produc.non Or the mallet value lhc:rcof. II 1M opuon o( lhc: ltssor, such value 10 be bucd on lhc hi&hc:st mar\et pnce patd OC' offered for &U o( COrJ1)1nblc qu.ahty an lhc &c.ncra1arca where 
produced and 'When run, or LM &fOSS price P'"' or offered 10 chc producer. •luc:hc:\cr LJ crcatcr pro\1Ckd th.at the muunum pRUW't buc Ul mcuunrlJ the ps under this kasc contract wn not II 
any 11me uceed 14 6S pounds per squ;are inch absolute, and the: standard base tcrf1)Cnrw-e sh.all be nxry (60) dc&reu Fahrenheit. con«.t.an 10 be made (or prnsurc accorcbn& to Bo)'k's Law, 
and for spc:ciflc p11vity acco-rdincto test made by lhc Ualanc:e Method or by the rrcst tpproved method of ttstina bein& wed by the Industry at lhc time of tcsnnc. 

...... True and Correct 
copy of 

Onglnal filed in 
• • • • Reeves County • • • • • • • • • • • • • Clerks Office •• • • • • • • • • • • • 
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(C) PROCESSED CAS: As a royalcy on 1ny cas processed an a auohnc plant or other plaru for the recovery oraasohnc or other hquld hydroc:atbons,JH pan of the rcstduc ,u and the 
llqu1d hydrocarbons utr.actcd or the rNrkct value thereof, at the opuon of the Lessor. All royahu:s diK' here an shall be based on one hWldlcd percent (IOC>-/e) of the uual plant productron ofrcndut 
~as attnbutablc to au produced from thiJ luac, 1nd on fifty percent (SC>-/t) or lh11 percent accN.Inl lO Lessee, whichc\lct iJ the JfUI.Cr, of the total pl&nt producnon of hquid hydrocarboru, 
aculbu~blc to the 111 prodiJCcd from this lease, provided lhat if liquid bydtocarboru arc rcta ... crcd from au procuscd '" a plant m which Lessee (or us part'nt, 1ubJM!l.tiry or affill.ar.c) owns an 
uucrut. then the pctccnta&c applicable &o liquid h)'drocubocu sNU be: fifty ptrccnt (So-A) or the hi&hc.st pcr«nt accrwn& Ul a Ourd party procCJ.San& ps lhrou&h such pbnt WMSc:r a proc.wana 
I¥J"CC11"1Cnl ncsotutcd atanns' lc.ncth (or ifthc.rc uno such thud pvty, the hl&hcJC percent lhcn bema Jp«lficd an protC".UII\IIJIUmcnu or conn-xes an lhc-lftdwuy). '*tucbc:\.tJ lS tbe IJdlC'r 'Thc­
rc.s:pcctJ"c royalhc.s on ruiduc pJ and on hqwd hydrocarbons shiU be dc•enroncd by I) me tu&hut nur\ct pnc.c pawS Of offered for any ps (or hqwd hydrocarboDS) oftOiq)aDbk qwhry an lhc 
1<nc~l area or 2) &he pou pncc paMJ Of offered for such rutduc ps (or lhc "ea&hkd aven&c 1f0J.J scUm& pric:c for &he rcsp«:U\.t &ndcJ ofhquad h)droearboru:). "Ah.thc\tr is chc vcncr In no 
e\tnt. ho~t\tf, shllllhc royalhCJ p.ayablc under ttus panpph be kss lhln lhc royalttts v.tuch would ha\c bee-n d~X had the &aJ not been proccuc:d 

(0) OTII ER PRODUCTS: As .a ro)'lhy on carbon bl.ack. sulphut or any ocher producu produced or manufactw-ed &om ps (ucepuna hqwd h)Jtocarbons) 'olrohcthc.r s.ud ¥U be 
"casm&hc.ad." -~or any o!Jicr &u. by 6-act10naunc. bumana or any ocher proc::c-Ulf\1. J!i p~rt of pou productiOn of such products. 01 &he rrur\el VJI~K thereof. at t.bc ophon of Lusor. such 
mar\cc value to be dcunranc:d as foUow1 

(I) On the bu•t oflhc h.J&.hen nY~r\el pnce ofeuh pruJuc:c. dWln& the wnc m:u,m 111 v.bach such prod-uct IS produceJ. or 
(2) On chc buat of !.he I\Ct'l&c ~ Slk pnc:c of u ch product for the Pme month a.n v.h.ch such produces·~ produced, """luchc"cr 1.1 the ~uter 

(£) VAIUAOLE ROYAL TV: (1) SubJeCI tO the oahc.r provutOns oftJ11s lcatc, 11 u hereby pro ... lded ~lin lhe c"cnt produchOn 111 ~)'Ill¥ ~u.JIIliiiU IJ csubhshcd pur)l.lOIIII ~the tcm'Q uf 
lh1s luSC" ar.d suc:h produc:hOn u brouxht on hnc and sales thertOfuc convt'ltnced wuhan eaxhteen (II) months of the effecu~ e cbtc hereof, the royalty rue pro ... klcd hercan slull be reduced lO 
2<W •• and shall apply to each subsequent ""ell dnllcd and produced on the bnJ co~crcd by thu kuc. P•ovtdcd that. 1fd1U'm' such Cl¥hltfn (18) rronth tcnn d"""l ....-h.ch Leucc may nm1 
reduced roY1hY r11c of2~~ u herem provided. Lessee shouJd dnU m cood faath and conl'ktc: t.bc fll1t .,.,ell as a dry hok on the land Co\·ercd by thu lusc, Lcuce nY~y recca\C a Wee (3) n'K)nth 
CAtennon of the tc:nn 1ft whiCh to urn a rtduc:cd royalty tate by II\'IRJ ROll(( lO the ConvnassK)ncr of the General Und omcc, COfM"CRCIRI dnlhn¥ Gpcl"'bonJ On In addnJOnal \lot II prlUf 10 the 
upanation of such three (3) month pc:riod and prosecunn1 d•h&cntly and tn aood farlh the dnlhna of such addttaonal \loell and cofl1)1etma same so lhlt produchon 1n p&)'lnl q~nutres 11 uQbhshcd 
and so that such production u brou&ht on hne and salc.s thereof 1re commc:nced pncN' to the u.p~r~uon of such dvcc (3) month uaeruion pc:nod 

(If) In the c~cnt prodocrion in pa)in& q~nt1t1U at established pW'Sua.nt to the ttnns ofUus lease and such podueliOn u brouaht on hnc 1nd Ales lbcrcofarc cormltnccd d\.cr the upar&tMJn 
of e11-htcen (II) roonth.s hom the cffc.cb\t d.atc hcrcofbuc pnor to the c.xpnuoa o(l\loenl)·fow (24) months from the eiTccb\'t d.uc hereof. the ro~lty ratt provldcd hcnut shall be reduced~ 
22 s~~. a.nd sNII apply W» c.•c.h sYbscqucnc ,.ell dnJkd and prod~~Ccd on the land covered by duJ Sc:uc ProVMkd that, tf dunn& tucb'" (6) month 1enn dun.na """hd L..cucc may ei!D a rcduc:cd 
roy-alty BCC: of 22 s.,, u hcn:m provMkd. l...cs.sec sbo\dd dnU io cood CaM and co~ktc the fin:l .. eu u a dty hole 011 &bt land covered by dus ka.sc., Lcuc.c mil)' r«tl\'t 1 dv« (3) roonth 
UtcnstOn of lhc lenn In .. hic.h 10 c-am I reduced royalty rale by civin& nobee $0 the Conuna.tsioncr or the General Land omec. commenta.na dnlbn& opcn1lOIIS on an addtuoml ¥roC II pMOf &0 the 
upanuon of such three (3) month pc:nod and PfOHCUtlnJ d•hac:ndy and an aood ft~th lhc dnlllnJ ofsYCh adchtiOnal'olrocll and convklltl& same 10 t!Qt produc110n a.n pa)"IRJ qi.WIUUc.s u cstabhshcd 
and so that Sl.Kh ptOduc:tlon lS brou&hl on hnc and salc:J thereof arc comncnccd pnor &o lhc exp1n110n of such dvce (3) month uttru.oa penod 

(F) riO DEDUCTIONS: L.c.sscc apu.s tNt .all royall~e.~ xcnunc to lcJJOt under Ws lclSC &hall be wttboul deductiOn (Qt Lbc cost ofpro.IUCW\C. tnnspOrtm~o I.Qd otbc:NISC m;alaa& lhc od, 
au 3nd ocher prodloiCU produced hereunder rudy for ulc or we. 

(C) ROYAL TV IN KINO: NocwnhstandJ.na anyth.Jna contatncd hc.rcan W» the cona-ary, Lc.JJOf may, 11 au opoon, upon not kss chin 60 days notcc. 10 lcSJCc, rcqwc at any tU'tlC 01 from 
lm'IC to umc that payment of aU or any royalties accn.u.na 10 LcUOJ Wldcr l.tu.s lease be made '" kind w11bout deductaOa for the tOll of producm~o plhcnnJ, I&OM&. scp;~rauna. bUILn&, 
dehydr3tma. conl)rc.uwc. proc:usma. tnnsponina and otherwise nukinc the oat, 111 and other products produced hcre~er rndy for uk or ~c Lessor's naht to Like au royalry tn kind shall not 
danUnish or neaatc Lessor's riahu or l.c:uee's obli&llion.s, whether upress or ~hcd, under th.iJ lease. 

(II) PLANT Jo~UEL AND RECYCl ED C AS: No royalty stall be pay-able on any 111 u may represent Ou.s kuc's proporuonatc share of any fuel w.cd &o pnxc.ss au produced hcrcunJcr 
many proc:cssmJ plot.nL Notwnhstanda.nc anythina con"ancd herem 10 the contnry, and SubJCC:IIO !he cons.cnc"" writma of the Commass.oncr of the Geocral Land omcc, l.cSS« JN)' recycle cu 
for r.u hft pUI"pOk.S on the lcucd prcmucs after the hqwd hydroc:atbons conuancd 1n lhc: aas have been reroove.d and no royalucs shall be p.li)'"Ablc on the ps JO accyc:kd W'ltJl such umc u the 
umc IN)' thc1uftct be produced and sokl or ~cd by Lessee an such nY~Mer u to enntlc l..cs.sor 10 1 royalf)' thereon under the royally provutons ofdus lusc 

(I) l\11NIMUM ROYAL TV: Dwma any year after the upmtion of the pn~ry tcnn of thu kuc, if lhls kuc ls m~int.amed by producuon, the royalhes patd to Lessor •n no c\enl shall be 
less ttun an amount tq\1.11 &o SS.OO per ac.rc, Othcrwi.sc,lhcrc shall be due and p.ayablc: on or before lhc last day of the month s\ICceahn& lhc aMI \'crnry Wile ofttus kasc a sum cqu.al10 SS 00 per 
acre kss the amount of royaiiKJ p.a.MJ dunn& the prc.cedUI& )"Cir 

(J) MARCINAL PRODUCTION ROYALTY: Upon l.c.sscc*s vrontstn appbc.auon. &he kbool Land Boud may rcJucc. lhc ro)'lhy n te sc1 CHit .a thu parapph an4!or &be marunlUm 
royalty set out'" subparapph 4 (I) 10 utcnd lhc tc:OnOnuc bfc or chu: kuc and encounae recovery of odor au &hat mrahc otbc.""'I.J( rcm~nt unreCO\'trc.d Any such royalty reduc110n must 
confonn 10 the rcqwrcmcnts of any School Land Boud admmuaJU\e ruJc.s on thu sWJtCt. Royalty ma y no1 be reduced bclo .. the apphc.abk StiNtoty nunmlUm 

S. ROYALTY PA ~lENTS AND REPORTS All royolucs no1 ukcn m und INII bep>ld IOdleCorm>ISston<roflhcGcn<ral undOffocc " AwiUI, Tco\U,<nlhc follo~<n&rNM<r 
Payment of royally on produc:uon of oaland p.s shall be: a.s provw!C'd m the Nlct set for1h to the Tc.us Repstcr RukJ cwnntly pro"'tdc \Nt n:~.YJlry on ollu due and JT~USt be received 1n the 

GencDI Land O ffice on Ot" before the S:lh Wy oflbc sccoad rrorub SUICCcc.Wna the n'QntbofptOducaon. and royalty oa p.sat d~.K and aNSI be retta\cd 10 the Gencnl Land OIT.c.c on or before &be 
ISth cUy o (t.hc 5Ccond month succccda.n& Lhc monlh ofproducDOft.tceQC11)1nlcd by lhc: afftcbvn of the owner, rrun.aaer or olhcr audtonz.ed aac:nt. COfT1'ktcd 111 the form and nu.nnu prucribcd b)' 
the Gcncnll.and Offacc and show&n~ the crou amount and duposttion of1U o•l and JU produced and lhe market value oflhc od aDd au. waethc:r wuh 1 copy of all documents, records or repons 
confumm& the KlOSS producbon, duposil»n and mar.,el VJiuc U'ICludina ps meter rudmp, p1pehnc recttpLJ. au lmc rcce•pll 1nd other checU Of mcrnoranda ofamoW'It produced and pul anlO 
papchnes, Linls, or pools and &IS llnC.J or au S\Or1JC, and any other rc.poru or records which the Oenc:nl Land Offtcc JT'QY JCquuc 10 verify the lfOJS produclton, disposruon and muket VJiuc In 
all cases the lijlhonty of a mana¥er or aacnt 10 act for Lhc Lcuec herein must be flied in the Oencf11 Land Office. Each royalty p-a)'fi'ICnl shall be accon..,anied by 1 check stub. schedule, sumrn~ry 
or other rcfl\lttJncc advice sho'*ln& by the usiancd Gene,_ I Land Office lease nwnbtr the. amount ofroyalry bein& paid on each k:ase. If Lessee pays his royalty on or before LhU1y (30) da)S after 
the royalry payment wu due., tbc.n Lessee owu a pcn.alry ofS% on the royalty or SlS.OO, whid""" 11 arc.atcr. A royalry p1ymcnt,..luc.h lS over duny ()0) days Late shall accrue a pcnalry of 10'1. 
of the ro)'lhy due or S2S 00 whichever is rrntcr In addition 10 a penalty, royalttcs sb.all tc:cruc mtcrcstat a rate of 12% per year, suc.h uucrac ,.dl bc1U1 ttcrwn& v.hcn the royalty lS SlAty (60) 
d.a)•S O\'erduc. Atr.dnau and supportulJ docu.mcnu wtuc:h arc not 6kd v.bc:n due J.hallaocw a pc:nalcy 1ft an am)unt ut by the Gc.ncn1 Land OCf1« adnlU1~tnU\C rule .,.,.bach 11 effectwc OQ !.he 
d.atc Vvhc.n chc afrkiavru or supponin& documents ,.crt due. The L.csscc shall bur aU rc.sponsibibty for pa)'in& or causan& royaltic.s 10 be paid u prCKn'bcd by the- due date provtded hcttlft 
Paytre:nt of the delinquency penalty sh.aU in no way opc:nte 10 prolu"bit the State's n&ht of (orftatute u provided by law nor act 10 postpOne the dite on wluc.h royahtu -.·ere oncuully due The 
•bo•·c pcnolly provblons stall noi •PI'IY In taKJ ofUII< dispute u 10 die Sill<~ ponlon of die royolty or 1011111 portion of die royalty in displll< u 10 r.~ morl« value 

6. (A) RESERVES, CONTRACTS AND OTIIER RECORDS: I.<JS<C INU acn .. lly fUnush die Corm>WIOO<t of die Gcocnl ~ Off1tc ~•lh hs bcJI possible <S<WII< ofo1l and pJ 
mcrvu undcri)'VIIIIw kuc 0< allocable ., lhil leuc and INU furnish wd CorrmmiOO<t "'"' copou or aU ......... ,. undct ,.lucb pJ u JOid Of p<O<CSOCd and all Jubscquclll apccmcnu and 
amcndmc:nu 10 suc.h conn«:s •illun tluny (30) dlys at\cr tn\ctUtl Wo or mtklft& lliCh cooO"Kts. aJ1tcmc.DlS or amc.ndmt.nu Slda c:ontrltU and a.crc.cmcnu "hca rC'«J\cd by lhc Gucral Land 
Offocc shall be held IQ COII(Idcncc by die Om<ral und Offocc unksJ olbcrwuc aulhonud by L<JS<C. AU ....... COIIII"KIS and re<onls pc:rtlwna "' die prodoc._ lnnsporu._ Ale and 
m.ukeunc oflhc oaland ps prodU«d on saw! p~llllKJ, mcludln& &he books and KCOUnlS, recetpu and dischaf'ICS of aU ¥r~elb, tanks, pools. meters, 1nd prpchncs shaU at aU limes be subjetliO 
mspctt10n and c.umnatlOn by the Convnusioncr of the Ocncnl Land Office, the Anomcy Gencral,lhc. Govcmot', or \be reprucnl.ltlvc of any oflhcm 

(B) DRILL INC RECORDS: Wnuco oodcc o f all opcralions oo lhu kuc sball be siii>!NIIcd 10 die Corrmiuooocr oflhc Gcocnll..aod OffKc by uucc 0< opcra<or fi~e (S) d>ys before spill! 
dat.c:, workovcr, rc--cnuy, ltfl1)0nry abandonment or plu& and abandoMXnC or any -welt or .. etb Such writ\cD noace 10 &be General Land omcc shalt iocludc cop.a of Ra.Jlrmd Cormussaoa 
formJ for aP9Ir<allOn 10 dn1L Copies or .. ell I<JII, c-kllOn rcporu and pluuona «porto INII be supplied 10 lhc Gcocnl l..aod Office 11 die llm< lhcy arc fikd wrlh die Ttw IUilroad 
Comnuss1on l.c:.sscc shall supply the: Oenenl Land omec wuh any rc~tds, mcmonnda, accowus, rtpON, cuuin&J aod cores, or other mfl)rTn;ltron rebovc 10 lhc opcntaon oflhc abovc-dcsc.ribcd 
premises, VtrluCh may be rcq~tcd by the: Oencral Land ornce, in addition 10 than herem UplCUI)' provNkd for Lessee shall havt an elcctriullndiOf ndiOittiV1ry sun c)' made on the: borc·hok 
$Cction, from the bue of the swface casi.ni to the: total depth ofweU, of1ll wells dnllcd on the above desc:nbcd premises and shall o-ansm.il a uuc copyo(the 101 of each S\11\'ty on each we ll 10 the 
(icnenl L.and Office within fifteen (IS) days afte r the an;a\:in& of said sUtVcy. 
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(C) PENAl. TlES: Lessee shall incur a penalty whenever reports, documents or other IT'I31trillt •re not nlcd in tht General Land OffiCe when due. The penalty for late film& shall be set by 
the Citncrll Land Offic::c adminbrrativc rule. which IS dTcctivc on the date whtn the matcnaiJ were due in the Gcncnl Land orncc 

7. RETAINED ACREAGE: Notwithstandin& any provision ofth1s lease tO the: contrary. aOcr a ~cell producin& Of" capable ofproducin& oil or &IS hls been COfllJitled on the k.;ucd prcnncs. 
Lessee sMII c\crtiJC me dlliacncc of a rcuon.ably prudtnt optrttor ln drillina such addittontl well or ¥-ells as may be rcuonably necessary for the proper dcvclopnltnt of the lund prcmiJ:cJ and 
m nur\:ct•nalhe production thereon. 

(A) VERTICAL: In the: event this lease ISm forte tnd dfcc1 rwo (2) ynrsaftcr the upinrion due of the primary or utcndcd term it shall then tcmUnatc as lO all of the lund prernuc.s. 
EXCEPT (I) JO acres swroundina u ch oil well capable ofproduc:ina tn payina quantitks and 320 ac.ru sWTOWidtnJ c.ac.h aas well capab~ ofprodYCin& tn payin& qwntltiCS (mcludtnt 1 shul-tn 
otl or J U ~en u provided 111 PJI'llflph 11 hcreol), or 1 ~til upon which Lessee is lhen enaagcd In continuous drill ina or rcworkina operations, or (2) the nurnl>er of•cru included in a produc:ina 
pooled unit pw-sUJnt to N:uural Rc.sourcc.s Code Scttions Sl. ISI·S2. 1Sl, or (J) such lftl lcr or M:ucr numbtr ofacrc.s u may then be alkKatcd for production pwpost.S to a proration unit for cac.h 
such produc1n& well under the rules and n:au!anons of the ~1lroad Convnusion of Texas, or 1ny successor aaency, or other aovemmcntalauthonty hnin& jurisdicuon. Within 90 days of a 
pantal temUnation or this lease in accortbnce with this subpUIIflph and upon payment or the minimum filina fee SCI by General Land Off tee rules In efftc.lll thc bmc or lht partial tcmWnation, 
Lusce shall hJ\·c the naht to obuin t swfacc lcuc for inrrc.ss and cgre.ss on and across the temunatcd portion of the leased premises as may be reasoMbly necessary for the contmucd opcratton of 
the ponton.s of the lease remainins in force and effect. If Lessee fails co apply ror a surface !em within the 90 d.ay period specified above. Lcucc may apply for a surfac~ lu.sc &om the Land 
o mcc, but Lhc Und CoftV'nWioncr has lhc discretion to rranl or deny such applkanon and 10 set the r~~ for such surface ~UK. 

( I)) IIORIZONTAL: In the cvenc this lease is in fon:c and ctTccll\lo'O (2) yu rs after chc: cApllthon dace ofchc: primary Of utcndd tcnn 11 shJll further tcmanate as to all dcpths bck)w 100 
feet btlow lhc. total depth drilled (hcrt1naftcr ·deeper dcpthsj in each well located on acrea ge retained in Paragnph 7 (A) above, unless on or before two (2) years a net the pnrNry CK c.uendcd 
tenn Lessee pays an amount equal co one-half (112) of the bonus oriauully paid u consideration for thiS lease (:as spcc:trtcd on paae I hereof) If such amount IJ paid, this lease shall be an forte 
and effect as to suc.h deeper dcpehs, and said temunation shall be delayed for an addttional pcnod or rwo (2) yea rs and so long there~ ncr as otl or au b produced in payina quaniiiiCJ from such 
deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING: The swface acrngc re!Jined hercWldcrts co each well shall, as neuly as pn,ctical, be in the fonn of a square wtth lhc: v.ellloc.atcd in the c:cntcr 
thcrtof, or such other shJpc: u m.1y be approved by the School Land Board. Wtthin thirty (30) days after panialterminattOn of thas lean u provw:lcd herein. Lessee shall ucc11tc and record a 
release or rclc.ascs contJinina a satisfactory lcaat dcsenpdon of the acrcace and/or depths not retained hereunder. The recorded release, or a certi(tcd copy of same, shall be filed '" the Genen l 
Land Office, I CCO!l1>1nicd by the filina fe~ pruc.n"'bcd by the Gcncnl Land omc:c rWc-s tn effect on the cbtc thc reku.c ts fikd. If Lcucc fads or rtfusu to execute and rtCOfd sueh release or 
releases Wllhin nine ry (90) days after bcin& n:quested to do so by the Gcnc:rtl Land Office, then \he: Commisstoncr at his sole discretion m.ty dcsianatc by written instrwncnt the: aetuge and/or 
depths to be relcascd hereunder • nd record such iNtrwnenl at Lessee's upensc in the county or C:OW'Itics where the tease U located and in the official records or thc Gcncnl Land Off tee and such 
desicnarion shall be bindina upon Leu «: for all purposes If at any ltmc after the clfcctwc date of the: panialtenninarion provisions hereof, the applicable field rulc.s arc ch.anaed or the \lo'cll or 
wells located thereon arc n:c:lusificd so that less acreage is chcrn ftcr allocated to said well or wells for production purposes. thlS lease sha ll thereupon tenninate as 10 all acru&c not thereafter 
allocated to said .... ·ell or wells for production pw-posc:s. 

I . 01-~ FSET WELLS: lfoilalldlor Jll should be produced in convncrciJiqu.antictes fiom a well located on land privately owned or on State land lc:a.std at a lesser royalry, which well is wtthin 
one thousand (1,000) feet of the a rei Included herein, or wNch wel1 is dninlna the area c:ovefe'd by lhis lease, the Lessee shall, within siJuy (60) days at\.cr such initial production from the dn~nin& 
well or the well located within one thousand (1,000) feet from the area covered by this !cue betin in aood faith and pn»«utc dihacntly the dril hn& of an offset well on the area covered by this 
lease, and such offset well shall be dnUed to such depth as may be nc:ccsSJry to prevent the undue dninaae of the area covered by this lease, and tht Lc.sscc, m~na&cr or dntlcr shall usc all means 
necessary in t good fa1th effon to rN\cc such ofTut well produce 011 and/or JU in commercial quanlitic:.s Only upon the de term~ nation of the Coll'WT\Issioncr and w1th hll wnrtcn approval, may 1hc: 
payment ofa COI'J1)CN110ry royalry Slhsfy the: obli&ation co dnll an offset v.-ell or w~lls requned under th11 Pangnph 

9. DRY IIOLEICESSATIOt'ol OF' PRO DUCTION DURING PRIMARY TtRM: If, dunn1 the primary k:nn hcre:ofa nd prior to dtscovcry and prod!JCllon of oil or Ill on nid land., Lessee 
should drill a dry hole or holes thereon, or if durin& the primary tenn hereof and after chc diJcovcry and actual production of on or au from the lcmd premises such production thereof should 
c:easc ffom any cause. this lease sNU not terminate. if on or before chc c.x.pinrion of sb.cy (60) cLays !rom date of cofll)letion or said dty hole or cc.ssation of production Lessee cormlCn«S 
add111onal dnllin& or re:wor1dn& opcntions thereon, or pays or tcnderJ the next aMual delay rtntal in the san-e mtMer as provMcd In this lease. rr, durinc the lut year of the prirNry c~nn or 
wnhin sixty (60) cbys prior thereto, a dry hole be co~ktcd and abandoned. or the production of oil or p s should cease for any cause, Lcs.scc's ri&hts stull rcmatn in full force and effect w1thout 
further opentions unt1l the up1ntion of the primary term. and if Lc.ucc has not rcswncd production 1n paying quantities at the expintion of the: pnnury ccrm. Lus ce nuy maintain this kuc by 
cond~ting additional drilling or re work~ng operations pursuant to Panrraph 10, wine the- c..-.pintion of the primary tc nn as the date ofc:cuation of production under Pantnph 10. Should the 
rrrst well or any subsequent well dnllcd on the: abo\'C dc.scn'bc:d land be c:ofll)letcd as a shut·tn oil or sas welt within the pnmary tcnn hereof, Lessee may resume payment of the annUJI rcntJI in 
the same nunner as provided herein on or before the rental payina date ronowins the cxpintWln of si.uy (60) days &om the date of corfl)lerion of such shut-in oil or cas ""ell and upon the: ft~lurc to 
1rakc such pi yme:nt, this lease stull ipso fac&o tcnninate If at the- upiration of the prinury tcnn or any time thereafter a shuHn oil or &IS v.cllts ~oc:ated on the leased prcmisc.s paymcniJ may be 
rNdc an accordance Wtth chc shut-in provis1oru hereof. 

10. CF..SSATION, ORJLLING. ANO REWORKING: If, aner the c:~~p1nt1on of the primary term. production ofo1l or sas from the leased pn:miscs, after once. obuUlCd. should cease &om 
any C1\UC, 1h1s lease shall not tcmlinace if Lessee eonvn~nccs addihOna l drillinc or rcwOtkin& opcn tions withU. sbty (60) cLays after such ccuation. and this kuc stu II ~mam U'1 full rotte and 
effect for so &on& as such operations c.ontinuc in JOOd faith and in workmanlike manner withoutlntcrruplions cou.hn& more chan sixty (60) days 1( such dnllin& or rework: in& opcnhOI\S result in 
che producuon or oil or au, the lease shall rcm.tin in Cull force and effect for so kin& u oil or JIS is produced &om the leased prc:miscs in pi )'VII quantittcs or payment of shut-In otl or ps .,.,ell 
royatncs or payment or COrtl>CRUtory royalnes is: nade as proVIded herein or u provided by law. If the dnlhna or rcworkll1& opcn tion.s result in the c:o~lction of a well u a dry hole, the lease 
w111 noc tcnnmacc: if the Lcssc~ commences addidonml dnllina or reworking operations within sixty (60) days after the. CQnl)ktion ortht wcll as a dry hole, and thtS k asc shall rcmatn 1n dTcct so 
lona as Lessee continues drill in& or rcworlcina opcntions in rood fa ith and in a 'NOfkm.anlikc rNMc.r without intenupr:ions totahna mort than s1.xty (60) days. Lessee sh•ll ewe wntten no11cc to 
the Gcnc:n 1l.and Office w1thtn chiny (30) days or any c:~sution of production 

11. SIIUT-IN ROYALTIES: For purposes of chis pangraph, '"wen· means any well that has been assigned 1 well number by the sta le a&cncy havina j wudtction over the production of oil 
and p s. If at any tilllt a ncr the: u pinrion of tht primary tcnn of a kasc tNt. unul bt1n1 shuc in, was be in& nuint.tincd in force and effect, a well capable or producma oil Of au in p• ym& 
qUJnlltics 11 located on the k ascd prtmiscs, but oil or au is not bc:ina produced for lack of suttable production facilities or lack or a suitable ma rket. then Lessee may pay as a shut·m 011 or a:as 
ro)'1 1ty an amount equal co S 10 00 per acre, bu1 not less than S 1,200 1 year for each well capabk ofprodutin& oil or aas in pa)'lnl quanllht:S To be cfftc.tivt, each imhal shut-tn 011 or 111 royalty 
must be paid on or before: (I) the c.xpin non of the primary ccrm. (2) 60 days af\cr the Lessee ceases to produce 011 or au from the leased premises, or (3) 60 days a ncr Leuec c:ofl1)1cces a dnllin& 
or rework in& opcntion in accordance with the lease provuions; whichever C::atc is laiCSL If the shut-in 011 or aas royalry is paid. the lcaJC shall be constdcrcd to be a produtin& lease 1nd the 
payment shall c.xlcnd the tcnn ofthc: lu.sc for a ~nod of one yc.ar from the end of the prirNry tcrm. or from the (lf'St day of the moath followma tht month in whteh productJon cease-d. 1nd, aRcr 
tNt, 1fno suttable produtt1on fac:thltcs or suitable mark~t for the 011 or 111 c-.ists, Lessee rNy ulend the: lea.se for four more succc.sstve periods or one (I) yur by p.a)'ln& the S&mC amo11nl each 
yur on or before the expinuon of u eh shut-in year. 

12. COMPENSATORY ROYAL TIES: 1(. durin& the period the lcuc is kept in effect by payment of the shut-in oil or au royalty, oll OC' ps is sold and dchvcred in pa)"tnl quancitic.s from a 
wclllocacc:d within one thousand (1,000) feet of the k ascd prcmase.s • nd e~lctcd in the same producmc reservoir, or in any ca.se in wh1ch dninage is occwrina. the ri&ht 10 continue to maintain 
the. lease by payina the shuc -in oil or au royally shill cease, but the lease shall rtll"Qin effective for chc rema inder of the year for which the royahy hu been pald Tbc Lcs.sc:c may mai:lu1n the 
lease for fow- more successive yean by Lessee payi.na toff1)(nsatory royalty at the royalty ntc provided in the lease of the rNiket value of production from the well eausins the dninage or which 
1S COfT1)lcted in the- nme producing reservoir and within one thous• nd (1,000) feel of the leased premisc.s. The C:Ortl>CnsJtory royalty is to be paid rronthly to the COf'IY'IlaSs.oncr bcpMina on or 
be fort the lut day of the month rotlowina the month in which lhc: oil or c•s is produced 6-om the well causin& the dnlniJC or that is C.001Jictt:d in the same producma reservoir and located within 
one thousand (1,000) fut of the leased premises: if the cof11)Cnsatory royalty paid in any 12-month period ls in an amount less than the aMual shut-in oil or s as royalry, Luscc shall pay an 
amoWlt equal to the difference within thiny (30) days ftom the end of the 12·month period; and none of thc.se provisions wiU relieve l..e.s.ste of the obliaarion of n:uonablc dcvdopmcot nor the 
obhption to drill offset ~-ells aJ provided in N R.C. Section S2.0l• ; hown~r. II the detenninarion or the Convnisskmcr, and with the Convnissioncr's written approvaL the payment of 
CO"l)Cnsatory royalties shall satisfy the oblic•rion to drill offset wells Coffl)Cnsatory royalty paymcnu which arc noc timely paid wilt acc:ruc pcn.alry and interest tn Jccordance Wlth Pancnph S 
or this lease. 
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13. EXTENSIONS: I~ at d.c upnbon of the pnrNI)' knn o fdlll kuc, producbOa ofod or au hu not ben ~don «he k&Kd pttmuu but dnlhna opcnbON a.sc- bcLn&Cond\Ktcd 
thfrcOft '" &ood fauh and iA 1 rood and workJN.nlikc nunnc:r, Lcucc may, on or before tbc up~tM>n oflhc pnnv.ry term. fik lR the Gcnc:DI Land Orf~ec wnttcD apphcataon 10 the Connvu.oncr 
of the Ocncnl Land OITtcc for a ltutty (30) d.ly utcnnon of lh•s lcue, ttco~nkd by payment ofThtc:c Thoupnd Oollar1 (Sl.OOO 00) afthis lusc covers SlA hwwlrcd fOtty (640) acres or ku 
and Su. Thousand OollaB ($6,000.00) af tlns lcasc cove rs more than SIX hundred forty (640) acrc11nd Lhc Convnwaoncr sh.i!IL an wnnna. u.tcnd lhis lusc for a \hilt)' (lO) day ~nod from and 
after the u.pu1tion of the primary tcnn and so long thcrcal\tr as oal or au 11 prod~K":cd ln payma quantatau; provided further, that Lenec ny, so lona u such dnlhn& Optrauons arc be~nK 
conducted m.Jkc hkc applitltion and payment dwing any thirty (30) day cJ.tcndcd period for an addatk>nal cAtcruion of thu'ty (lO) da)'l and, upon rcccapt of such apphcauon and paymcm., me 
Convnisstoner shall, in 'Mitin&, 111in u.ttnd this lease so that ume shall remain in force (or such 1ddu"'nal thirty (30) day period and so lona thernf\er IS oil or ps LS produced m pay•n¥ 
quant•t•cs: provide-d, however, thll this lease shall not be u.tcnded for mon thin 1 to~l of Wee hwtdred n1nery (390} days from and after the upinhOn of the: pnmary knn un.lus prod !Jetton '" 
payma qUiniiUfl hu been obt.aincd. 

t.a. US£ OF WATER; SURFACE: Lc.uce s~ll have the n¥ht \0 u.sc watct prod ~Ked on 111J land necessary for opcraoons hereunder 1nd solely upon the kucd prcmucs. provwkd. ho~c~cr. 
Lcucc shill not usc poubk water 01 wale'r swublc for h'lrc.Jtod: or uncatton putpOSC'S (Ot wucr flood •r11t10ns walhout the pnot ""'"ncn coruc:at of Lcuor SubJeCt 10 1U obliaaoon 10 pay 
surface cLUNJCJ, Lc.s.see shall klvc the ri&ht to u.sc so muc.h of the swfacc o( lhc: bnd that nlity be rcuonably ncccmry (Of dn1hna and opcntUlJ v.clls and nrupomn1 and nw~etUl¥ the 
productiOn there &om. such usc to be conducted W'tdcr conditiON or kast lnJUJY co the swface or the land lcucc stgll pay JI.U'fJCc cbmaau Ln an amount set by lhc: Gcncnl Und omcc fcc 
schedule: ...,hiCh IS cffcct1"e on the loble' when the actJY\1)' rcqWnnv \he payrnent of swiice dlnlaiCS OCCW'S 

15. PO LLUTION: In dc ... elopLnJ thiS arn. Lcuce shall usc the hJihcSt dcp~c or care and all proper ure,uards 10 PIC\ en! polluhon.. Without hnutmc the rurccomc, pollu.IIOn ur cooul..ll 
wcllan\JJ, nat'-""'l""1tc~ys, n'-'erl and m1)0undcd Vr;Jtcr shall be prc.,.cnt.N by the we of conuawncut fac1hhcs sutrk~nt to ptc"e~ sp•lla&c. scc~ac 01 lf'Ound water cont~nllrutJon In the e\cnt 
o( poltutaon, Lcuec skill use all means at its disposal co rtcapNic all ucapcd hydrocarbons or ocher polluuntand shal1 be rc.sponsibk for all cbnu1e &o publtc: and pm,atc p~rt1cs 

(A) UFLANOS: Leu« stun build and m.un111D fences oround 111 slusb. lW!1'. and dnwc• p111 and Unk b>11tnes sou ID plOI«I h• .. siD<k a&awt lou. <lama&•"' IIIJIII), ,nJ """" 
corf1)1ch0n Of abl.ndonmcnc of any "A ell or v.·clls. Ltsscc shall fill and \c\elall shub p1u and cellars and C'Onllktely clan up the drilhn& s1tc of aU rubbi.Sb LhcrtOn 

(B) SUB,\I£RC£D LANDS: No duclw¥< or solod WUI< 0t PJbo&< wll be aiJo,.cd 1n1D s .... "">len liom any dnlhn& 0t suppon •ess<b, p<odiK,_ pt.tfonn. crew or s;pply b.>l~ 
t»,rae. JIC .. · '4) na or othtr eqwpmcn& &oc:atcd on 1hc lc.ucd a.ru Sobd ~A'UIC sha.U anc.hdc: but Wll DOt be lmvtcd 10 eoo&:~ancn. cqwpmc.DI.. rubbi.Sb., plastiC, aJ,us. and any other ma~~omJc non­
bN>dcpcbbk 1tcms A sip muu be duplaycd m a hi&ll tntT~ uu on all YUSCls and tnlnncd pbtfOI'IT'd sunna.. •Daschar&e of aay solid waste or J-lrbi&c IntO Succ Watcn from "eucls 01 

plo~lf0t'1Td as stnctJy prohlb•tcd and may SubJect a SUtc ofTeus kuc: 10 forfcm.ue • Such scatcmrnt WU be ut kucrin& oht k~t 1• an sac. 

(C) RI V£RS: To the utenl necessary \0 prcvcnl pollutiOn,lhc provu.ons found •n sl.lbsccnons (a) and (b) ofdu.s pitl&flpb shall also apply to m-en and me~ 

(D) PENAL. TV: F11lw-e tO con..,ly with the rcquLTcmr:nts of thiS provt.SJOn IN)' result m the muml\Ull pen~hy allowed by law 1.0Ciuchna forfc1Nrc of the lease Lc:uce sh•U be h&ble fur the 
dan\IJU c.aused by such faiJW'e and any COStS and upcnscs anc.urrcd '"deiJUnJifeU alfeci.Cd by lhc duchlrJcd wu&c. 

16. IOENTIF'ICATION MARKERS: l..c.sscc shaU erect. ala d1stancc not 10 u.cccd C'\ll.cniyofivc {2S) feel from c:ach v.etl on &he ptCrl\llCS C.O\crtd by lhll \cue, a kP,k ii&Jl on ~hkh shill 
be suled the narrc of the opc:R\Or,lhe. kuc dC:SIJNDOn and Chc v.ell nWllbcr Where rwo Of' m;)re v.clb on l.hc sa.mc kasc or where .,.ells on tv.-o or more lcuu arc connc.c1cd to 1hc umc ut\l. 
l»ttcry, .,....hctherby tndividr.gl f\ow hnc COMCCiions direct to the tank or !.Inks Of by usc of a mu.Jhpk hudct system, each line bct\lroeen ucb .,.ell and such ta.nk or huc;kr shall be kJt'bly ldcnb(ICd 
ll all hmc.s. cuher by a firmly a ruched 1.11 or pbte or an idcnriftcatioa property pa1ntcd on such hnc at 1 dJsUincc no1 to ucccd three (l) feel &om such u.nk or header connc:cbC>n. Said IIJN, ~p. 
plucs or other tdC"ntifteation INrlr:cn sh.lll be mainglncd in a k'ibk CC)ndjt;on Wou&houtlhc krm of lhlS k~e 

17. ASSICNI\1£NTS: The lean nuy be cransrencd al any umc, pro"Kied, ho.,..evtr, that the hab1hty of the cransferor 10 properly d•sctgr&c 1U obll&l non under the kau, mcludma properly 
pluum& abandoned wells, rcmovina platfomu or pipelines. or remcdtatton or contarNNtlon 11 dnll snu shall pus to the tnnsfcree upon Lbc prior written consent of the Comrniuioncr of the 
Oencnl Land Office The: Cort\11'U$sioncr nuy require the U1rufcrcc to dcmons~nte financ•al rcspon.Sibtllty and rn.ay require a bond or othc.r sccunty. All tnnsrcrs rn~nt r~rercnce the lca.sc by the 
rile number 1nd must be recorded "" the coW\ty where the :arn u: lonted. and the recorded tnns(er or a copy certafied to by the Cowny Ckrlr: or the cow1ty where the nnsfcr is recorded m~nt be 
filed In the Gtnct11 Land omcc within ninety (90) days oflhc CAC:Cution dale, u provided by N R.C. SccbOn n 026, lCCO~Inled by the fihna fcc prcscn'bcd by the Oeocn l Land Off.ce NIC-S U1 

effect on \he: chte or rec:cipl by the Genc"l La.nd Otftce of such tnnsrcr or ttrtificd copy lhcrtof Every nnsrerce shall succeed 10 all nc}tu and be subject \0 all obh,ltloru, habalu.u, and 
peN lues O"WN lO the State by the on~na l "sseeor any pl'lOf transferee of the kasc, mcludlft& any ILAbllltiCS 10 the sute for unpaid rvyalou 

II R£L£AS£S: l...e.uce m~y rchnqu.ub the nahts put.cd hereunder 10 lhc Statc at any hmc by reconhna me rcllnqu.uhmcntJn lhc councy .. hctc Llus area IS •atuatcd and mm& &he recordrd 
rebnquashmcnt or cc:rutiC:d copy o( same an tbc Gcncnll..and OtT IC-c: wtthUI runcty (90) da)"S at\c:r '" uccuuon acc~rucd by lhc fihn& fcc prc:saix:d by the Gencnt Land omce Nks m effect 
on lhc date or fCCCipl by the Gencnl Lud omc.c o( such rclinquulvncnt Of cc.ru6cd copy thereof Such rchnqwsluncnl wtU nol have lhc: effect of tdC.Utn& l...ul« &om lA)' l~bd•ty thcre\oforc 
acc:nxd"'" favor of the Sutc 

" · l.IEN: In accordance: '*•th N R.C. Scctton .S2 136, t.hc: State shalllul"e 1 tint ben~ all 01laod JU produted &om !.he arn CO\ered by INs lcuc .o sec we paymcn1 o faJI unp.,JJ rv)'~h)' 
anrJ o1hcr sums of roonc:y Wt may become due under lhll kuc By acceptance or tJus tease, Lessee annu the State, 111 a~1uon \0 the ben proVNkd by N R.C. SccbOa .S2 136 and any other 
apphnble sutucory lien, an uprcs.s cont:ractud hen on and sccuncy mtcrCJI "'allleued nuncniJ an anJ utncted &om the leased prtnuc.s. aU proceeds ,.h.ch may ac:cruc 10 l..c.ucc from lhc nk 
o ( such kucd mmcnls, v.-hcthcr such proceeds 11t held by Usscc or by a thud pa.ny. and all fu.turu on and lfllKO\'"Cmrnu to !.he leased pn:nuscs used "' cOMCctJOn Wrl\h thC' producoon Of 

proccSSUll of such luscd rruncrals .a ordcr 10 secure lhc payment or all ro)'J.ItiC.J or ot.hcr o~mounu due 01 co become due under &hu k.uc and so ~tcwc p~ymc.nt oraay d.arN'ct or lew chit Lc:uor 
JNY suffer by rcuon or l..t-SS«•s bruc.b of any CO\-cnant Of cond1Uon ofth&S kasc, v.hclhcr uprus or Ull)bcd llus hen ud sccunry 1ntcrcs1 rN)' be foreclosed *Ida or wu.bout court ptVCC'Cdanp 
IR lhc manner provtdtd m the T1tlc: I, Cbaplt/9 ohhc Tc.us B~nanc.u and Con'wncrcc Code L...c.uec: apus lhat lhc: Col'm"USJ;oDCr rNY reqwu Lc.uc:c 10 uccutc and record J\IC'b •a.scnunenu u 
rNY be rcuonably ncceuaty to ackno.,.,.kd&e. anxh or perfect ttus lien. Lc.ssec hcn:by rcpc.scnts tNt !.here an: DO pnOf or supcnor hens ansin& &om aad rclauna .o l..cn« t: acU\ anca upoa tbc 
abo\'eodc.scribtd propcny or &om Lc:.ssc:c•s acqu:is.ltion or this kuc ShoWd the Comma.ute>ncr at any hmc dctcrmnc lh.at tlus rcprc:JmCJ.t:Jon IS aot trw, &ben the CommwiOft.Ct rNY dc:d11c tJuJ 
lcuc forfc•tcd u JHO"""ed bcrein. 

20. FORFEITURE: lfl...cuec shall r. n or refUse: 10 make the pi)"TT''CRI of any sum w11h1n dun)' (JO) cbys after 11 b«omcs d!JC, orafLc:.u:ce or an authoru.ed aaenc shouJd knoWlnJiy rNh any 
faiJc retw'n or ratsc tcpon concem.in& production Ot dnllin&. or ifLcucc Pall fail or rc(llSC &O dnll anyoffsct v. cllor wells 1n Jood fanh u rcqwred by l.aw and the r\llcs and reaulataons adopted b)' 
the COINTUS.SIOnc:r of the Ocner11lland Office, or if Lc.ssee should rail to file rcporu"' lhc rNMCr rcquLTed by law or fill to c0f11>1y w1th N1u and rcJWauoos pJomulaatcd by Lhc Oencnl Land 
Office, the School Land Board, or l.hc Railroad Convniuion, or refuse the: proper authority ac.cc.u co lhc records pcruininJIO opcntions, or if luS« or an aulhoriud aacnt should knowanaly fi1l 
or rcrwc to Jive correct in!omution to the proper authority. or knowin&IY fail 01 rcf'use 10 fUrnish the Ocncnl Lind OITh:c 1 conctt loa of any well, or ifLcsscc ahlll k.nowinaly v~latc anyoflhc 
material provisions ofthls lca.se, or If \his lease is assigned and the wipuncntu not filed in the Oencl'll Land Office as rtquired by law, the ri&hu acquhcd Wider 

this lcuc:. shall be subject 10 forfci.tW'c by l.hc CoamWioncr, and he shall forfeit same when suffictcntly Informed of the: facu "'bith aUlhoruc a forfeiture, and Wrhcn for'fe11ed the area Wll •&•an 
be: subJect to \cue to the hiahtst bidder, W"der lbc wnc. reaulatJON c011trolhna thC' onau~l 11lc ofkasu. Ho,.uer, nothin& herein shall be construed u ... -.,vina the aUIOmauc: tc.rmanabOa oflh&S 
leuc by opcn1.on or law or by reason of any spcdallimig uoa ans•n& htrcundcr Forfeuurcs rray be sci u.dc: and duJ le.uc: and all nahU lhcrtundc:r tclftlt.a ltd bcfon t.bc n&hts of another 
1nt.cf\cnc upon satufaccory evidence 10 the Conv:nissioncr of l.hc Oenc.nl l..Jnd Offi.c.e o(t\mn COflltiLancc w1lh lhc provuM>nS of the: Law a.od oftlus kuc and \he Nks and "'WibON that rN'Y be 
adopccd rclaU\C hcreco. 

11. RI VERBED TRACTS: In lhc event this kuc coven a n\erbcd. Lusc:c u bc:rc.by spccafkalty plni.Cd tbc n&bl ofcmancnt donv.JJI and coodc:mnauon u pro\'ldcd for"' N R.C. ScctJon.s 
52.092·.52 091, u 1 part of the: c:onsMlcndon roovina to l..c.ssor for the: co~n,anu herem rradc by l.cSJCc 

ll. APPLICABLE LAWS MID DRU..LINC RESTRICTIO NS: 1lus kuc: sh>U b< SlobJ<eiiO all rules and rt¥WIIOIU, andamcndtrcnts !hereto, P""""PI<d by lhc Commw1011<r or !he 
Gcnml Lind OfTICC aovcroina clrillill& llld produo:in& Op<rtlioiU OD PcnNn<nl Free School Lind (spo:cilicilly U>Ciud1n1 any niles promulpl<d lhll rclal< ID pi>AS or opcrouoru). P')'I11Cftl of 
royaluu, and 1ud.iuna proccduru.. and Wll be sl.lbjcc:t U) all other wlid sQtutcs. Nks, n:aulatioN. ordcn aDd ord.i.nancc:s tJut m~y a1Tc:c1 opcRrioas under the PfO'-'UION of this lease Wtthoul 
hnuuoc lhc ccnmhry or lhc forcp>i:lc. l..csscc b<n:by ISJ<<S, by lllc atccp .. J> .. of dw kuc:, 10 be bound by •od s.t>jcciiD aD . .. tuiD<y sod n:,W..&Dry pro>!JIO<U ........ 10 lllc Gcnmll.lnd 
Ol'rtec'J audJ\ bllhn.& noucc and audit hc:l.Mp proccd.uru. SIJd provu.ons arc currcndy round all I Tu.as Admuusn tn-c Code. Cb&pcu 4, and TCUJ Nanni Ruourc:c:s Cock Scc:DON .S2 llS 
and Sl.ll71hnN&Jo 12 140. In the cvc111 this lase coven land fnncbas<d Otl<uc:d 0< olhc""osc: 11Std by a .,.,P_ d111nCI 0< by lllc U011<d s ..... r .. lllc purpose: or .. ..,..uon 0< other purpose: 
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Incident to the opcrauonofa pon, then l...cutc shall not be cnlltlcd IOcntcr or poJSCJJ such land withoW prior IPPfO''' u pro~o'ldc.d under S«tKMt61 117 of the Tcus Water Code. bull.nsc:c shall 
be cnhtkd &O ck~ocSop such land for o•l and au by dtrccOONI dnlhna. pro\1Ckd, hoV!oc~ocr, \hit no surfac.e drilhn& loc.ation tray be ncartr than 660 feet and spcc:aal pt.~"TnUM»e &om lM 
Cormuss10ncr of the: Gent,. I Land OIYkc lJ ntcesnry to tNkc any sw(ecc locattan nt.Jrcr than 1,160 feet mcuun:d at n&ht anatcs &om the nc.arut bulkhta.d hnc: or from the nc:ama drt"d&cd 
bonom cd&c of any chlnMlshp. or cununa baun which hu been tuthonzcd by the Urutcd SUtt.S as • ftdcnl pro,cct for (UlW"c connnatbOft. ,..hiChcvtr lS nun:r 

ll. R £M OVAL OF EQUIPM ENT: Upon the: tcmunahon ofth1s lease: for any cause, Lustc shall nol, 1n tny event. be jKmuncd to rtmovt 1hc casma CM' any pan or the cqutpn'll:'nl from any 
producma. dry, or abandoned -.ell CM' wells without the wnncn consent of Lhc CommustOner or the: Ocncnl Land Ofncc or his authonzcd rcprc.scntativc, new shall Lc:ssc:c, w1thout !be ..vnnu 
consent or sad Convmss1cmcr or his aulhonzed reprucntahvc rcn10w &om the kucd prcmsc.s the casma or any other cqwpmcnL. INttrul, mach1ncry, apphanc:cs or property owned by Lessee 
aM used by Lcs.ste 1n the ck\ltlopnw:nt aM production or 011 or au therefrom unt1lall dry or tbandoncd wells have been pluned t nd unu l t llsll.llh or refuse pllJ tQve been properly Cilkd and all 
broken or di.sc.arded lumber, machinery, or dcbriJ shill ha\e been nmovcd from Lhc premises to lhc nllsfathon of the n1d Comnuu10ncr Of tus t uthonud rtprtScnlllJ\t 

%4. f ORCE MAJEURE: Should Lc.nce be sm:vcntcd from cofl1)1yma wtth tny uprcJJ or UT1'hed CO\'enant ofth11 kuc. from conducuna dnlhnJ opc:nhons thtreon, or from produc:tnJ 011 
.-.ndlor eu chcrcffom. a ncr effort nu de m eood faith, by rtaJOn of war, rebclhon. nou. 10"1\:u, nru. acts of God or any order. rule or reculadon of &ovcmmcnalauthonry. rhtn .. hllc sopcc\cntc-d. 
Ltsstc's obli&1I.On 10 COJ'I1)1y W'lth suc.b CO\Cn&.nt s.hJII be suspended upon proper and AtiSfaciOfy pruo( pruc:ntcd 10 the COfN'I'\&SJtoncr of the General land Ofrlcc 1ft S\4)pOC't of Lc.ucc's 
contcnuon and l.cJSce shah noc be hablc for dlrN&U (or Cat lure \0 corJ1)1)' thcrt.Wll.h (u.ctpt an the e\'Cftt O( lean opcnteons suspended IJ pro\Wc.d m tbc rules and rt.au\lbOftS adopted by the 
School Land 801rd); and thtJ kue shall be ntenckd '*h•lc and so ton& u Lessee •• pre~;entcd, by •ny such cause, from dnllina. reworiCin& opc"t.ons or produc,ns 011 and/or 111 from lhe: lc:ascd 
ptelf'lscs, proVIded. ho\1-e\er. tNt noth•n1 herein sh.JII be: construed to suspend !.he- paymcnc ofrtntJls dunn& the pnmary or utendcd km\ f'IOf 10 abndac Luscc's n&M to a JlDptnstOn .-dcr any 
apphc.ablc st.ttute ofthll St.uc. 

zs. L EASE SECURITY: Lcsnc shJII take the h•&hcst dcpec of tare and all proper safe&\Yrds to prottct utd prenuscs tnd \0 pre\-em l.hcft of oil. au. a.nd other b)'droc.a.tbons prodc~ &om 
said lease Thu tncludu, but JJ not hnuttd to. the •nst.a11~t.an or all necessary t:q\upmcnt. sc• "' locks. or othtr lppn>pnatc protec.O\t dcYlCU on Of ll •11 1cccu polntl at the kue's product.an, 
aathc'nna and ston&c systems where theft of hydrocarbons can occut. Lessee shall be habk for the lou of any hydrocarbons rtsuhm& from theft •nd shall pay the State ofTuu royalliu thereon 
11 prOVIded herein on all ol1, gu or other hydrocarbons lost by rcuon or theft 

Z6. REDUCTION OF PAYMENTS: tr, durin& the pnmary term. a ponioa of the land tO\'crcd by thLJ kuc u .ncii.Mkd w1lh1n the boundanu ora pooled unlll.hal h.ls been lpprG\-'td by tbc 
School Land Bo~rd in accordance wult Natunl Resources Code Sections Sl-IS 1·12 ISl. or If, ac any time •ft« the up•noon of the pnnry term or the utendcd term. Uus lc:m CO\'Cl'1 a lesser 
nwnbcr or acru th.an the to~a l arrount described hcrcll\ paymcnu tNt arc mack on a pc1 tcre basu htrcundc:r shaU toe rtdUttd accordlna 10 lhc: rnumcr or acru pooled. rdeucd. surmdc-rcd. or 
othtrwu:c severed. so tNt payments cktam~nrd on a per acre buas under the tmns ofdus lnsc dunn& 1hc pnmuy tam shall be calculi ted bucd ~ the number or Kru outstde the boundlnu 
o( a pooled UNt or, tfaRer the: upu-ahon of the primary term. the numbc:r or ann acNa11y retained •nJ co,<crcd by thu kuc 

n. SUCCESSORS AND ASSIGNS: The to\enanU, tondlhon.s and IIJ(emrnts contJtncd herem shill edc.nd '0 and be bwhn.a '4K>n the hen, uccuton. admnliCntoD. Suetc:JJOr1 Of 

aJSIIJ'S or Lessee herein 

Z8. ANTIQUITl ES CODE: In the event that any runn ofarthcoloatnl Of hutoncal 1ntercst on fc:rmlntnt School fund Lind IS cntountcred durina the JCbVlhCJ au\honzcd by thu lnsc, 
Ltsscc: wtll immcd1atcly c:c:asc IC:tiVIIICS t~nd w111 immcd•atcly nohry the Gencnl Land Olr.cc (ATTN ArthaeoSoa•sc. Asset Manaaement Omsion. 1700 N. COnJtcSS Ave, Austm, Tuas 78701) 
and tht Tens Historical Commission (P.O. Oo"' 12276, Al.lltin, TX 78711) 10 t)~t adequatc measures may be undcruken to protector recover such disc.overiu or fmdinp. as appropNlC Lc.ssce 
1J uprusly plac.cd on notice of tht Natiorul H11tonc.1l Prescrvauon Act of 1966 (PB-19·66, 10 SUINle 9U; 16 U.S.C A 470) and the Anllqwuu Code o(Tc::us. Chlpltr 191. To.. Nat Code 
Ann. (Vernon 199l at 5"!'1' 1991) On sUie-o-d land 1101 d<d~e~l<d 10 Ill< PcnNnenl School Fund. lessee shall noufy lhc Tuu Hu10otal Commission before b<taluna pound 111 PIOJ«I 
locatlOn An archaeotoaical survey mtJht be reqWrcd by the cornnuSJIOn before consrnacttOn of the project can conmcncc. Funhcr, in the c. vent that any site, object. loa bOn. aroract or cxhc.r 
future of archnoloaital, sck.ntifte. educational, cultunl or lustonc interest ls cncoumcrcd dunna the acOVlbd ·~ by dus kuc. ks.scc "'ill •mrrcdutely not~()' kSJOt and tbc: Teus 
H1.nonc.al Commss.non so that adequate: mc.uutes may~ undt.nalu. \0 prot«t or rKOVCr suc.h d.ixownu or (&nchnp, u appropnate. 

Z9. VENUE: Le.s.sor and l«sct, tneludan&lcuec's succc:uors a.nd Wl&nJ. hcnby •pc:e Wt \'cnuc ror any dasputc: UUIQJ out of• provt110n ofdus lc:uc ... bc:thcr uprcss or &IJ1'I!Cd.. rcpnbn& 
mtcrprcUitton of1h1s luJC, or rdattn& m any way 10 lhtJ kue Of to apphcablc cue bw.stJNtc:t. or tdn'Dnutnnvc rules. shall be 1n • court o(eOft"C)Ctc:ntjuriJdictton loc.akd lftTraV\1 CC~W'ry, State: 
ofTcus 

JO. I .. EASE F' ll.INC:: Punu.Jnt to Chapter 9 or tht Tu. Bus & Com. Codc,dus kue must be filed of record '" \he omce or &he Counry Clerk '" any county 1n VrhiCh aU or any put or the 
lc.aSC'd prcniscs IJ kK.at~. and CC'r11ficd cop"' lhcn:ofnlWt be Rled In the Gcncnl Land omce The: prcscnlxd flhn& fee shill accompany lhc Cer11ntd cop1es scn110 the Gcncr~l Land omce 

--
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J l. EXECUTION: l1us od and au kuc must be 11pcd and acLno-.kd&C'd by lbc Luscc before at as fikd ofrcc01d an the cou.ruy records and tnlbc Cicncral l..and Otr.tc: ortllc Sutc olTua.s 

LESSEE~ 

STATEo•·=-tEc-)( e.., 
COUNTY OF 1'-\-s 0\ fl t. \.0 

co. 
OF 

'Ot "'f Sutc ofTc.us wkkr the snl uf the Ocmcr~l UuJ Otlkc ... . . 

(CORPORAT I ON ACAAOWL£DCM ENT) 

DEFOREME,Ih<undcr.opd aUihoncy.on lhlsdlypmonally appur<J t.:);r L o :TAM A LHA!...£A._ tX 

and •ckno""'kdacd to me tNt he uccutcd lhc Arne 

for the PI.I/'POKJ and tonndcrat~ therc1n uprcsscd. an the n~c1ty stated. and u lhc act and d«d of s:aMI corponuon 

Ciovcn under my h>nd and sui or office INs lhc y "-1 dJy or_d,_Llu_.N....,L.::::O ... E....._ _______ ~. 10 Dla 

MASHALA K. CROSS 
Notary Publoc, Stall ol Ttut 

My Comm1U10n Exp1115 
7· 16·2008 

STATE O F _______ ___ _ 

COUNTY OF _ _ ___ ____ _ 
(INDIVIDUAL ACAAOWLEDC MENl ) 

Defore me, the undcmancd authoriry, on th.LS dJy pcrsonJIIy appeared. ______ _____________ _ 

lnown lOme &o be Lhe ptnoru: v.hoK tumc.s arc subS«lbcd 10 lhc forcJOUlJ uutrwncnt, aod ackno~ttkcfacd 10 me !Jut ~)'t.A.Kutcd lhr 
ume for the pwposc:s a.nd coruMkraooo tbcnll\ u prcJKd 

CiO>cn unckr my band aod scalof ofl'oc:c tlus lhc, ______ dlyor ____________ ~ l O, ___ _ 

FILE N0._ 3_0_2_0 __ _ 

NoLU) P\obl,.. 1a ;ta,J !« ___________ _ 

U('( PlrtJI'ISill · hrr • " 
OR US£ Of 111! 0[SCR:6l. "'" r 
011 RAe£ IS IIIVAI In .v,;, u.; '· • 
lJ:II' 

-::... ... ::-.. r ''U.!.. 

PAGE 549 

JUNE A. D. 2006 1:31 p _ H. FILIID FOil RECORD Oll THE 6TH DAY OF,_~!.!:!.!~--------

7TH JUNE A. D. 2006 10 : 00 A. H. 
DUc:~7KDm ON ~ DAY OP $Yod(ki ~ .....1&1 nJA) ,DEPUTY 

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

DIMIME 0. FL0lt£Z, COUNTY CLERK ~ 

REKVES COUNTY, n:u.5 ; ·-· 

Tru .... and Correct 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

Tne above and foregomg 1s a fu, rrue and correcr pnorograpn,c copy of rne 
ong,nal record now m my iawtw cusiOdy and possess1on as lhe same IS 

hledirecord~4~he pub~4 ords of m_poff~ee found 1n VOL. 734 
PAGE_ KAU 0 FiffibR})flBLIC 

hereby cen,r ed on __,DINE 9 , 20.06__ 

NE 0. FLOREZ, CpUNTY CLERK 

EstJ{~~v··: 
• • • • • . . . . .. 

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



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 PURSUANT TOTHETERMS OFTHE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

41412007 TO 41412008 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 12 Short Desc: ALL 

PAYMENT RENTAL 

LEASE NUMBER TX2330059-000 LEASE DATE: 4/4/2006 
ENTRY NUMBER: 3019 RECORDED: BOOK 734 PAGE 538 

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: DIXIE LAND 
COUNTY/PARISH REEVES 

Tax 
Acct: 

$5/AC FOR DELAY RENTAL 

COPY FOR 
YOUR 

Subtotal 
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 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. 

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

PEAKE OPERATING, INC. 
'DELAY RENTAL ACCOUNT 

P.O. BOX 18496 

OKLAHOMA CITY. OK 73154 
4051848-8000 

Sign Here ---------------1 

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

02101/2007 

Grand Total 

Check No. 

•• • • • • • •• 
• 

•••• • • • •• • 
• 

•••• . . 
•••• 

••• • • • •• 

STATE TX 

AMOUNT 

893.50 

893.50 

0.00 

893.50 

26991 

26991 

AMOUNT 

$893.50 

NO THIRD P RTY ENDORSEMENTS 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY FEBRUARY 15, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $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 

4,412008 TO 41412009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 12 Short Desc: ALL 

PAYMENT RENTAL 

LEASE NUMBER TX2330059-000 LEASE DATE: 4/4/2006 
ENTRY NUMBER: 3019 

PROSPECT: KING EDWARD 

RECORDED: BOOK 734 PAGE 538 COUNTY/PARISH REEVES 

FOR CREDIT OF: 

017397 
Acct 

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

IMPORTANT 

COPY FOR 
YO' 'P --'"''"\T) 

---0 "!)S 

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

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

PAY 
TO 

THE 
Of1G>ER 

OF 

EAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 

OKLAHOMA CITV, OK 73154 

405/848-8000 

.... .,. ............... 893 • DOLLARS • 50 • OENTS 

COMMISSIONER OF THE GENERAL LAND 

0 FICE OF THE STATE OF TEXAS 
ST~PHEN F. AUSTIN BUILDING 
11-oo NORTH CONGRESS, SUITE 600 
AiJSTIN, TX 78701 

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

DATE 

02/15/2008 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

•• • • • • • • 
• 

•• • . . ' • •• 
• • ••••• • • 

• 
•••• • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

893.50 

893.50 

0.00 

893.50 

32480 

32480 

AMOUNT 

$893.50 
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TJE,X _ 
J ERRY PATIERSO , COlVlMISSIO ER 

June 23, 2009 Certified Mai l # 7007 0710 0000 5379 5139 

Mr. William A Chalfant 
Chalfant Properties Inc. 
P . 0 . Box 3 123 
Midland, Texas 79702 

RE: MF-1 06300: Section I 0, Block 45 
MF-1 06308: Section 13, Block 45 
MF-1 06309: Section 15, Block 45 
MF-1 063 10: Section 23, Block 45 
MF-1 063 11 : Section 26, Block 45 
MF-1 063 12: Section 36, Block 45 
MF-1 063 13: ection 37,Biock45 
MF-1 063 14: Section 39, Block 45 
Reeves/Culberson County, Texas 

Dear Mr. Chalfant : 

Our records indicate that the captioned leases have terminated for fai lure to pay the delay renta ls 
due April 4, 2009. 

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

If you have any questions regarding thi s assessment you may contact me at 5 12-4 75-1 579 or 
Deborah Cantu at 5 12-305-8598. 

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

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

Post Office Box 12873 • Austin, Texas 78711 -2873 

512-463-5001 • 800-998-4GLO 

www.glo.state_tx.us 
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