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STATE OF TEXAS 
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SIGNATURE OF 
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State Lease Number 

M- ·S09 
For GLO use On 

APRIL 4, 2006 

MINERAL LEASE BID APPLICATION 

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

Name: Chalfant Properties Inc 

Address: PO Box 3123 

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

Telephone: (432) 684-9819 

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

Block/Tsp. : 45 Section/Tract: 15 Acres : 640.0 
(If Applicable) 

(A) Bonus Amount ($)208.000.00 

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

(B) Sales Fee Amount ($)3.120.00 

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

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

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

Chalfant Properties Inc. _______ _ ($)208.000.00 
(same as above) 

William A. Chalfant 
(type/print name) 
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_, Ltase Form 
Revised I 0/99 
Sun•eyed School L~nd 

~ustin, Z!Cexas 

0 1 LA !'I 0 GA LEA E 
NO. M- 106309 

Wll EREAS, pursuant to !he Teus Natur.~l Resources Code Chapters 32, 33, 5 I , and Chapter 52, Subehapters A·D and H, (sa1d Code bemg heremafter referred to as N R.C.), and subJeCt to all 
rules and regulauons promulgated by !he Convniss1oner of the Gencml land Office an<Lor the School land Boord pursuant !hereto. and •II other apphtable surules and amendmenlS 10 said 
N.R.C., the folio" mg area, 10-" u· 

SECTION IS, DLOCK 45, PUBLI C C IIOOL LAND SURVEY, R EEVES CO 'TV, TEXA , CONTAIN ING APPROX I~IATELY 6-10 ACRE , A UO WN ON THE OFFIC IAL 
I\ lA P OF REEVES CO 'TV, TEXAS NOW ON FILE I TilE TEXA G ENERAL LAND OFFICE, A Til , T EXA , 

was. afier being duly ad,•en.sed. offered for lease on the -1'' day of April. 2006. at 10:00 o'clock am, by the Comnuss1oner of !he Gencmll.and Office of the Sute ofTe><as and the School land 
Board of the State ofTuas. for lhe sole and only purpose of prospecting and dnlhng for, and producing oiland'or gas that may be found and produced from lhe above descnbed area; and 

W II EREAS, after all b•ds and remuunces "hich \\ere recel\ed up to said ume ha'e been duly eons•dered by the Comnussioncr of !he Gencml Land Office and !he School land Board at a 
regular meeting lhereofm lhe Genemll.and Office, on lhe -1" d a) of April, 2006, heremafter the "effecuve date" and 11 was found and detemuned !hat C IIALFA, T PRO PERTIES I 'C "hose 
address is P.O. 130X 3123, 1\I IDLA ' D, T EXA 79702 had offered the h•ghcst arid best b•d for a lease of the area above descnbcd and IS, therefore, enmled to reccl\·e a lease !hereon 

NOW, THEREFORE, I, Jcny E. Pauerson. Commissioner of the General land Office of the State of Texas, hereinafter somcumes referred to as "Lessor," whose address IS Austm, Texas, by 
vinue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, lhe sun• ofT"o Hundred Eight Thous and And 00/1 00 Oollars (S208,000.00), 
receipt of which is hereby acknowledged and of lhe royalties. covenants. stipulations and conditions contained and hereby agreed to be paid. observed and perfom~ed by Lessee, do hereby 
demise, gmm, lease and let unto the abo\'C mentioned bidder the exclus1ve nghtto prospect for. produce and take oil and/or gas from lhc aforesaid area upon the folio" ing temlS and conditions. 
ro-wic 

t. RESERV,\TION· There is hereby e~cepted and rescned to Lessor lhc full usc of the propeny co,ered hereby and all rights \\lth respect 10 the surface and subsurface !hereof for any and 
all purposes c.cepl those gmnted and 10 the extent herem gmnted to Lessee. together "1lh the nghts of mgress and egress and usc of sa•d lands by Lessor and liS nuneml lessees. for purposes of 
explonng for and producmg lhc nuncrals "h1ch arc not cO\cred. or \\h1ch may not be co,·<red m the fUiure, under the tenns of !his lease, but "hich may be locate.! "lthm lhe surface boWI<bnes 
of !he leased area All of the rights in and to !he leased prenuses reumcd by Lessor and all of lhe n~:hrs m and 10 the leased prenuscs gr.~nted to Lessee herem shall be exerciSed m such a manner 
!hat neither shall unduly mtcrfere \\-ilh lhe ope muons of !he other 

2. TERI\1; Subject to the o ther provisions hereof. this lease shall be for a tern• of lhe (5) )cars from the effecme date hcreof(herem called "pnnu!) tenn") and as long thereafter as oil or 
gas is produced m pa)'lng qUJnuues from sa•d area. 

3. DELAY R E T A LS: If no "ell is commenced on the land here b) leased on or before the amu' crsary date of 1h1s lease, lh1s lease shall temunate as to both pan.es unless lhe Lessee on or 
before said date shall pay o r tender to lhe Conurussioner of the General L3nd Office of the Sure of Texas at Ausun. Teus, !he amount spec1ficd m lhe folio\\ mg schedule mulnplied by the 
nunlbcr of acres in the prem•ses, "hich shall operate as a renul and co,er lhe pri\1lege of defemng the conu1~encon1Cnt of a "ell for t\\eh e (t 2) months from sa1d dale In hke maMCr and upon 
payments or tenders of amounts set out in lhe follo\l.ing schedule. lhe cOIIllllCncement of a "ell may be funher deferred for a like penod of the sanlC nwnber of months. 

Annl\ersarv Date Delay Rental rer Acre 
First S 5.00 
Second S 5.00 
Third $25.00 
Fourth S2S.OO 

4. I'RODUCT ION nov A L Tl ES: Subject to the pro,•isions for royalty reductions set out in subparagraph (E) of this pamgmph 4, upon producuon of oil and/or gas, the Lessee agrees to pay 
or cause 10 be paid to the Conuniss10ner of the Gencml Land Office 111 Ausun, Texas, for 1he usc and bencfi1 of1he S1a1c ofTc><as. dunng lhc tcm1 hereof-

(A) 0 1 L; As a royalty on 0 11, "hich is defined as mcludmg all h)drocarbons produced m a hqu1d fom1 at lhe mouth of ti1C "ell and also all condensate, diSullate, and olher liqwd 
hydrocarbons reco,-ered from oil or gas run through a separator or other eq111pment. as heremafter pro\1ded, 1/-1 pan of the gross producuon or !he market value !hereof, at !he option of !he 
Lessor, such \-:Jiuc to be detennincd by I) !he highest posted pnce. plus premiwn. •f any. offered or pa1d for oil, condensate. di>tillate. or other liquid h)drocarbons. respcca,·ely. of a hke type and 
gr.l\1lY mlhe general area \\here produced and "hen run, or 2) !he h1ghes1 market pnce !hereof offered or pa1d m lhe gencml area "here produced and \\.hen run. or 3) lhe gross proceeds of !he 
sale thereof. "hichever is t11e greater. Lessee agrees dut before any gas produced from the land hereby leased IS sold. used or processed m a plan~ n \\-Ill be run free of cost 10 Lessor through an 
adeqUJte oil and gas separator of conventional type or olher eqwplllCnt at least as efficient to the end dut all hquid hydrocarbons recovemblc from !he gas by such mc311S \\Ill be recovered. Upon 
written consent of Lessor, lhe requirement that such gas be run through such a separator or other eqwpment may be "aived upon such tenns and condmons as prescnbed by Lessor 

(13) ON-l'ROCESSED GAS; As a royalty on any gas (includmg Oared gas), "hich is defined as all hydrocarbons and gaseous substances not defined as oil in subpamgr.~ph (A) above, 
produced from any well on said land (except as provided herein wilh respect to gas processed m a plant for lhe extraction of gasolii1C. liquid hydrocarbons or other products) 1/-1 pan of the gross 
production or lhe market value !hereof, at !he option of the Lessor, such '-alue to be based on !he highest market price paid or offered for gas of co111>arable quality in !he general area where 
produced and when run, or lhe gross price paid or offered to lhe producer. wh1che\·er is greater provided lhat lhe maximwn pressure base in measuring the gas under !his lease contract shall not at 
any tinlC exceed 14.65 pounds per square inch absolute. and tl•e standard base temperature shall be sixty (60) degrees Fahrenhe1~ correction to be made for pressure according to Boyle's Law, 
and for specific gravity according 10 test made by !he Balance Method or by !he most approved n~elhod of tesang being used by !he 1ndusuy at !he ume of tesung. 



(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 extracted or the market value thereof, at the option oft he Lessor. All royalties due herein shall be based on one hWldred percent ( 100%) of the total plant production of residue 
gas auributable to gas produced from this lease, and on fitly percent (50%) or that percent accruing to Lessee, whtchever is the greater, of the total plant production of liquid hydrocarbons, 
amibutable to the gas produced !Tom this lease; provided that if liquid hydrocarbons are recovered !Tom gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an 
interest, then the percentage applicable to liquid hydrocarbotts shall be fitly percent (50%) or the highest percent accruing to a third pany processing gas through such plant under a processing 
agreement negotiated at anns' length (or if there is no such third pany, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The 
respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no 
event, however, shall the royalties payable wtdcr this paragraph be less than the royalties which 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 nunufactured from gas (excepting liquid hydrocarbons) \\hethcr said gas be 
"casinghead," "dry" or any other gas, by fracuonaung, burning or any other process mg. 114 pan of gross production of such products, or the nurkct value thereof. at the option of Lessor, such 
nurket value to be determined as follo\\s: 

(I) On the basis of the highest nurket price of each produc~ during the same montlt in which such product is produced, or 
(2) On the basis of the a'·erage gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

(E) VAR IABLE ROYAL TV: (i) Subject to the other provisions of this lease, it is hereby provided thatmthe event production in paying quantities is established pursuant to the tenns of 
this lease and such production is brought on line and sales thereof are commenced within eighteen ( 18) months of the effective date hereof, the royalty rate provided herein shall be reduced to 
2~'e, and shall apply to each subsequent well drilled and produced on the land CO\'ered by this lease. Provided that, if during such eighteen (18) month term during which Lessee nuy earn a 
reduced royalty rate of 20't• as herem provtded, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee nuy receive a three (3) month 
extension of the tenn in which to earn a reduced royalty rate by giving nouce to the Commissioner of the General Land Office, conunencing drilling operations on an additional well prior to 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 established 
and so that such production is brought on line and sales thereof are conunenced prior to the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the tenns of this lease and such production is brought on line and sales Otereof are commenced after the expiration 
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided tha~ if during such six (6) month term during which Lessee may earn a reduced 
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the firs t well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the term in which to earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing dri lling operations on an additional well prior to the 
exptrauon of such three (3) month period and prosecuting diligently and in good fatth the drilling of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on hne and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

(F) '0 DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transponing, and otherwise making the oil, 
gas and other products produced here Wider ready for sale or usc. 

(G) ROYALT Y I KIND: Notwllhstanding anything contained herein to the conrrary, Lessor nuy, attts opuon, upon not less than 60 days notice to Lessee, require at any time or from 
time tO time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction fo r the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressing, processing, transponing and otherwise nuking the oil. gas and other products produced hereunder ready for sale or usc. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, wtder this lease. 

( I I) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's propon.ionate share of any fuel used to process gas produced hcreWldcr 
in any processing plant Notwithstanding anything contained herein to the contrary, and subject to the consent in \\ritmg of the Commissioner of the General Land Office, Lessee nuy recycle gas 
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled Wltil such time as the 
same nuy thereafter be produced and sold or used by Lessee in such nunncr as to enutle Lessor to a royalty thereon Wider the royalry provisions of this lease. 

( I) i\ II NI~I Ui\1 ROYAL TV: Dunng any year after the expiration of the pnnury temt of this lease, 1fthis lease is maintained by production, the ro)·alties paid to Lessor in no e'·ent shall be 
less than an amount equal to $5.00 per acre; otltcrwise, there shall be due and payable on or before Ote last day of the month succeeding the anniversary date of this lease a swtt equal to $5.00 per 
acre less the anlOWlt of royalties paid during the preceding year. 

(J) i\ IARG it AL PRODUCT ION ROYAL TV: Upon Lessee's written application, the School Land Board n~1y reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 ( I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise rcnuin unrecovered Any such royalty reduction must 
conform to the requirements of any School Land Board administrative rules on this subject Royalty may not be reduced below the applicable statutory minimum. 

5. ROYA LTY PA Yi\IEi\T AN D REPO RT : All royalties not taken m kmd shall be paid to the Commisstoncr ofthe General Land Omcc at Austin, Texas, in the followmg manner. 
Pa)'lllCnt of royalty on production of oil and gas shall be as proVIded in the rules set fonh in the Texas Register. Rules currcmly provide that royalty on oil is due and must be rccci,cd in the 

General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, nunagcr or other authorized agent, completed m Ote form and nunner prescnbed by 
Ote General Land Office and sho,ving the gross an10unt and disposition of all oil and gas produced and the market value of the oil and gas. toge01er with a copy of all documents, records or repons 
confirming the gross production, dtsposition and market value including gas meter readings, pipeline receipts. gas line receipts and other checks or memoranda of amount produced and put into 
pipehnes, tanks, or pools and gas lines or gas storage, and any other repons or records which the General Land omce may require to verify the gross production, disposition and nurket value. In 
all cases the authority of a manager or agemto act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, sumnury 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thiny (30) days after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00. whichever is greater. A royalty payn>Cnt which is over thiny (30) days late shall accrue a penalty of 10% 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavtts and supponmg docunlCnts whtch are not filed when due shall incur a penalty in an amount set by the General Land Office administrntive rule which is cffecuve on the 
date when the affidavits or supponing documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. 
Payment of the delinquency penalty shall m no way operate to protubit the State's right of forfeiture as provided by law nor act to postpone the date on wluch royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's ponion of the royalty or to that ponion of the royalty in dispute as to fair nurkct value. 

6. (A) RESERVES, CONTRACTS A D OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land omce with its best possible estimate of oil and gas 
reserves underlying this lease or allocable to this lease and shall fun1ish said Commissioner with copies of all contracts wtdcr which gas is sold or processed and all subsequent agreements and 
anlCndmcnts to such contrncts within thiny (30) days afler entering into or nuking such contracts, agreements or amendments. Such contracts and agrccn>Cnts when received by the General Land 
Office shall be held in confidence by the General Land Office wlless o therwise autltorized by Lessee. All other contracts and records penaining to the production, transponation, sale and 
nurketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools. meters. and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Govemor, or the representative of any of them. 

(8) DRILLING RECORD : Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud 
date, workover, re-entry, temporary abandonment or plug and abandonment of any "ell or wells. Such written notice to the General Land Office shall include copies of Railroad Conunission 
fonns for application to drill. Copies of well tests, completion repons and plugging repons shall be supplied to the General Land omce at the time they are filed with the Texas Railroad 
Conunission. Lessee shall supply the General Land Office \vith any records, memoranda, accoWlts, rcpons, cuttings and cores, or other information relative to the operation of the above-descnbed 
premtses, which nuy be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above descn'bed premises and shall trartsmit a true copy o f the log of each survey on each well tO Ote 
General Land omcc within fifteen ( 15) days after the making of said survey. 
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(C) PE A L T l ES: Lessee shall incur a penally whenever repons, documents or other materials are not filed in the General Land Omcc when due. The penalty for late filing shall be set by 
the General Land omcc administrative rule which is effective on the date when the materials were due in the General Land Omce. 

7. RET AI ED ACREAGE: Notwithstanding any provision of this lease to tl1c contrary, after a well producing or capable of producing 011 or gas has been completed on the leased premises, 
Lessee shall exercise the diligence of a reasonably prudcm operator in drilling such additional well or wells as nuy be reasonably necessary for the proper developmem of tl1e leased pr<mises and 
in nurketing the production thereon. 

(A) VERTICAL: In tl1e event this lease is in force and eOccttwo (2) years aOer the expiration date of the prinury or extended tem1 it shall then tcnninatc as 10 all of the leased premises. 
EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrotmding each gas well capable of producing in paying quamities (including a shul-ln 
oil or gas well as provided in Paragraph II hereof) , or a well upon which Lessee is then engaged in continuous dnlling or reworking operations, or (2) the number of acres included in a producing 
pooled unit pursuant 10 Natural Resources Code Sections 52. 1 S 1-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes 10 a proration u1111 for each 
such producing well under the rules and regulations of the Railroad Conunisston of Texas, or any successor agency, or other governmental authority having junsdiction. Within 90 days of a 
panial temlination of this lease in accordance with tlliS subparagraph and upon payment of the minimum fihng fee SCI by General Land omce rules Ill effeclallhe umc of the panialtemlination, 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across lite terminated ponion of the leased premises as may be reasonably necessary for the continued opernuon of 
the pon ions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within ~1e 90 day period specified above, Lessee may apply for a surface lease from the Land 
omce, but the Land Commissioner has the discretion 10 gran! or deny such application and to set the fee for such surface lease. 

(0) 1-IORIZONTAL: In the event this lease is in force and effect two (2) years after tl1e expirntton date of the primary or extended tem1 it shall funher tcnninate as to all deptlrs below 100 
feet below the total depth dri lled (hereinafter "deeper dcp~1s") in each well located on acreage retained m Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended 
tenn Lessee pays an amount equal to one-half (1 /2) of the bonus originally paid as consideration for this lease (as specified on page I hereof). If such amoum is paid, this lease shall be m force 
and effect as to such deeper depths, and said tcmtination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced 111 paytng quanmies from such 
deeper depths covered by this lease. 

(C) I DE T l FICA TION AND Fl Ll G: The surface acreage retained hercw1der as 10 each well shall, as nearly as practical, be in lite fonn of a square wrth the well located in the center 
thereof. or such other shape as may be approved by the School Land Board. Within thiny (30) days after panial tcmtmation of thts lease as provided herem, Lessee shall execute and record a 
release or releases comaining a satisfactory legal description of the acreage and/or depths not retained hereunder The recorded release, or a cenificd copy of same, shall be filed in the General 
Land Omce, accompanied by ~~c filing fee prescribed by the General Land Omce rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or 
releases within ninety (90) days after being requested to do so by the General Land omce, then !he Commissioner at his sole discretion may designate by wrillen instrument the acreage and/or 
depths 10 be released hereunder and record such instrumcm at Lessee's expense in the county or cowuies where the lease •s located and in the omcial recorlls of ~1e General Land Office and such 
designation shall be binding upon Lessee for all purposes. I fat any time after the effective date of the panialrem1ination provisions hereof, the applicable field rules arc changed or the well or 
wells located thereon arc reclassified so that less acreage is thereafter allocated 10 said well or wells for production purposes, thts lease shall thereupon ternunatc as 10 all acreage not thereafter 
allocated to said well or wells for production purposes 

8. OFFSET WELLS: If oil and/or gas should be produced in commcrclll quanuues from a well located on land privately owned or on State land leased at a lesser royalty, "hich well is within 
one thousand ( I ,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, wuhm sutty (60) days after such imllal production from the drammg 
well or the well located within one thousand ( t ,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset -.ell on the area covered by this 
lease, and such offset well shall be drilled 10 such depth as nuy be necessary 10 prevent the undue drainage of the area co,·ered by this lease. and the Lessee, manager or driller shall use all means 
necess.1ry in a good faith efT on to make such offset well produce oil and/or gas in commercial quantities. Only upon the detem1inauon of the Comnussioncr and with his wriuen appro,-al, nuy the 
paymem of a compensatory royally satisfy the obligation to drill an offset \\CII or wells requtred under this Paragrnph 

9. DRY HOLEICES AT ION OF PRODUCTION DURING PRIMARY TER~t : If, during the prinury tem1 hereof and prior 10 dtscovery and production ofotl or gas on said land, Lessee 
should drill a dry hole or holes thereon, or if during the primary tcnn hereof and after the dtscovery and actual production of oil or gas from the leased premises such production thereof should 
cease from any cause, this lease shall not tenninate if on or before the expiration of smy (60) days from date of completion of said dry hole or cessation of producnon Lessee commences 
addiuonal drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in thts lease. If, during the last year of the primary tenn or 
within sixty (60) days prior thereiO, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall rcmam in full force and effect wtthout 
funher operations unul the expiration of the prinury tem1, and if Lessee has not resumed production in paytng qualllitics at the expirauon of the primary tenn. Lessee may maintain thts lease by 
conducting additional drilling or reworking operations pursuant 10 Paragraph 10, usmg the expiration of the primary tcn11 as the date of cessation of production under Parngraph tO. Should the 
first well or any subsequent well drilled on the above described land be completed as a shut-moil or gas well wnhm the pnmary tenn hereof, Lessee may resume paymcm of the annual rental m 
~1e sanlC lll3nner as provided herein on or before the rental paying date followmg the expiration of sixty (60) days from the date of con1)1euon of such shut-m 011 or gas well and upon the fat lure 10 
1113ke such payment. this lease shall ipso facto lCmlinate. If at the expiration of the pnmary 1em1 or any time thereafter a shut-in oil or gas well is located on the leased prenuses payments nuy be 
made in accordance with the shut-m provisions hereof. 

tO. C ESSATION, OIU LLINC, A D REWORKING: If. after the cxptrnuon of the primary tcm1, producuon of oil or gas from the leased premises, afler once obtamed, should cease from 
any cause. this lease shall not temrinatc if Lessee commences additional drilling or reworking operations wnhin sixty (60) days after such cessation. and this lease shall remain m full force and 
effect for so long as such operntions continue in good faith and in workmanlike nunner \\ithout intcrrupllorts totaling more than sixty (60) da)·s. If such drilling or rC\\Orking operations result m 
the production of oil or gas, the lease shall remain in full force and effect for so long as 011 or gas is produced from the leased premises in pa) ing quantities or payment of shut-in oil or gas \\ell 
royalties or payment of co""'ensatory royalties is made as pro•ided herein or as pro\1ded by law. If tl1e dnlling or reworkmg operations result in the completion of a \\ell as a dry hole, the lease 
will not terminate if the Lessee commences additional drilling or reworking operations wuhm sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so 
long as Lessee continues dnlling or reworking operations in good faith and in a worknunlike manner without illlerruptions lotahng more than stxty (60) days. Lessee shall gl\e \\Tlllen no11ce to 
the General Land omcc within thiny (30) days of any cessation ofproduc11on. 

I I. SIIUT-IN ROYA L TI ES: For purposes ofutis paragraph. "well'' means any well that has been assigtlCd a \\ell number by the state agency ha,·ingjurisdiction O\er the producuon ofotl 
and gas. If at any time after the expiration of the prinury tem1 of a lease that until being shut in, was bemg maintained in force and effect, a well capable of producing oil or gas 111 paying 
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable producuon fact hues or lack of a suttable market then Lessee may pay as a shut-m 011 or gas 
royally an amount equal to S I 0.00 per acre. but not less than Sl ,200 a year for each "ell capable of producmg 01! or gas m paytng quanuues To be effecthe, each tn111al shut-moil or gas royalty 
must be paid on or before: ( I) the expiration of the pnmary tenn, (2) 60 days after the Lessee ceases to produce 011 or gas from the leased premises, or (3) 60 days after Lessee completes a drilling 
or reworking operation in accordance with the lease provisions; whichevrr date is latest If the shut·lll otl or gas royally IS pard, the lease shall be consrdcrcd to be a producing !rase and the 
paymcm shall extend the tenn of the lease for a period of one year from the end of the primary term. or from the first day of the month follo,ving the month in "htch producuon ceased, and, after 
that if no suitable production facilities or suitable market for the oil or gas exiSts, Lessee may el\lcnd the lease for four more succcssl\'e penods of one ( I) year by paytng the same amount each 
year on or before the expmmon of each shut-in year. 

11. COI\I PE SA TORY ROYAL Tl ES: If. during the period the lease IS kept in effect by paymem of the shut-in oil or gas royalty, oil or gas is sold and dell\ercd m pa}~ng quantities from a 
\\CIIIocated wi~•in one thousand ( I ,000) feet ofutc leased premises and completed in the same producmg rcservotr, or in any case 111 whtch dramage is occwnng. the nghtiO continue to nuintam 
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall rcnuin effective for the renuinder of ~1e year for which the royalty has been paid. The Lessee may mamtam the 
lease for four more successive years by Lessee paying con1)Cnsatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which 
is completed in the same producing reservoir and within one thousand (I ,000) feet of the leased premises. The compensatory royalty is to be paid monthly 10 the CommiSsioner beginnmg on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the dminage or that is co""'leted in the same producing reservoir and located within 
one thousand (I ,000) feet of the leased premises; if the coll1)Cnsatory royalty paid in any 12-month period is in an 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 ";11 relieve Lessee of the obligation of reasonable developmenl nor the 
obligation to drill offset "ells as provided in N.R.C. Section 52.034; however, at the detcnnination of the Conunissioner, and with the Conunissioncr's wri11en approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which arc not timely patd 'viii accrue penalty and interest in accordance with Paragraph S 
of this lease. 
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I J. EXTENSIONS: If, at the expiration of the primary tcnn of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations arc being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term. file an the General Land Office wrillen application to the Commissioner 
of the General Land Office for a thtny (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred fony (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more chan six hundred fony (640) acres and the Commissioner shall, in writing, extend chis lease for a thiny (30) day period from and 
afler the expiration of the primary tcnn and so long thereafler as oil or gas is produced in paying quantities; provided funher, chat Lessee may, so long as such drilling operations arc being 
conducted m1ke like application and paymenc during any chiny (30) day extended period for an additional extension of thiny (30) days and, upon receipt of such application and payment, the 
Conmtissioner shall, in writing, again extend chis lease so chat same shall remam in force for such additional chiny (30) day period and so long chcreafler as oil or gas is produced in paying 
quantities; provided. however, that this lease shall not be extended for more than a tO Ill! of three hundred ninety (390) days from and aflcr the expirauon of the primary tcnn unless production in 
paying quanuues has been oblllined. 

1~. U E OF WATER; RFACE: Lessee shall have the nghcco use water produced on satd land necessary for operations herewtder and solely upon the leased premises; provided, however. 
Lessee shall not use potable water or water suttable for li•cstock or tmgacion purposes for water Oood operations without the pnor wnuen consent of Lessor. Subject to its obligauon to pay 
surface damages, Lessee shall ha<e the right to use so much of the surface of the land ~tal may be reasonably necessary for dnlltng and operaung wells and cransponing and marketing the 
producuon therefrom, such usc 10 be conducted wtder conditions of least uuury 10 the surface of the land. Lessee shall pay surface damages in an amount SCI by the General Land Office fee 
schedule "hich is effective on the date when the activity requiring the paymem of surface damages occurs 

IS. POI. LUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards co prevent pollution Without limiting the foregoing. pollution of coastal 
wetlands, natural waterways, rivers and impounded water shall be prevemed by the use ofcontamment facilities sufficient to prevent sptlloge, seepage or ground water contamination. In the event 
of pollution. Lessee shall use all means at itS disposal to recapture all escaped hydrocarbons or ocher pollutant and shall be responsible for all damage co public and private propenies. 

(A) UPLA OS: Lessee shall build and maintain fences arowtd tiS slush, swnp, and drainage pitS and tank baueries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pitS and cellars and completely clean up the dnlling sue of all rubbtsh thereon. 

(B) SU B;\IERGED LAND : No discharge of solid waste or garbage shall be allowed mto State waters from any drilling or suppon <essels, production platfonn. crew or supply boac. 
barge, jack-up rig or ocher equtpmcm located on the leased area. Sohd waste shall include but shall not be !united to containers, equipment, rubbish. plastic, glass, and any ocher man-made non· 
biodegradable items. A sign muse be dtsplaycd in a high traffic area on all vessels and manned placfonns stating, "Discharge of any solid waste or garbage into Stale Waters from vessels or 
platfonns is strictly prolubiced and may subJeCt a State of Texas lease co forfeiture." Such statement shall be in leuering of at lease I" in size. 

(C) RIVERS: To the extent necessary to prevem pollution, the provisions found in subsectiotts (a) and (b) of chis paragraph shall also apply to rivers and riverbeds. 

(D) PENALTY: Failure to comply with the requirementS of this proviston lll3Y result in the maximum penalty allowed by law includin& forfeiture of the lease. Lessee shall be liable for ~te 
dalll3ges caused by such failure and any costS and expenses mcWTcd m cleaning areas affected by the dtscharged \\3Ste. 

16. IDENTIFICATION 1\IARKER : Lessee shall erec~ at a distance not co exceed twenty-five (25) feet from each well on the prem1ses co•·ered by this lease, a legible sign on which shall 
be stated the name of the operator. the lease designation and the "ell number Where two or more wells on the same lease or where "ells on two or more leases are connected co ~1e same mnk 
banery, whe~ter by mdividual now hne connections direct to the mnk or mnks or by usc of a multiple header system, each line between each well and such mnk or header shall be legibly identified 
at all times. either by a finnly attached tag or place or an identtficacion properly paimed on such hnc at a distance not to exceed ~tree (3) feet from such tank or header connection. Said signs, tags, 
places or ocher identification markers shall be mainmined in a legtble condition throughout the cemt of chis lease. 

17. A SlG i\lENTS: Tite lease may be transferred at any time; provided, however, that the liability ofche transferor lo properly discharge itS obligation under the lease, including properly 
pluggmg abandoned wells, removing platfonns or pipelines, or rentcdtation of contamination at dnll sites shall pass to the transferee upon the prior wrinen consem of the Commissioner of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial respot!Sibility and may require a bond or other security. All transfers muse reference the lease by the 
file number and must be recorded 111 the county where the area is located, and the recorded transfer or a copy ccnificd to by the Counry Cieri.. of the councy where the transfer is recorded must be 
filed in the General Land Office wnhin nmety (90) days of the execution date, as provided by N.R.C Section 52.026, accompanied by ~te filing fcc prescribed by the General Land Office rules in 
effect on the dace of rrceipc by the General Land Office of such transfer or cenificd copy thereof Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and 
penalnes owed to the Smte by the origmal lessec or any prior transferee of ~te lease, including any habilnics to the state for unpaid ro~-alnes 

18. RELEASES: Lessee may relinquish the rights granted hereunder 10 the Smte at any time by rccordmg the relinquishment in the councy " here this area ts situated and filing the recorded 
relinquishment or cenified copy of same in the General Land Office w1thm nmety (90) days aner itS e'ecution accompanied by the filing fee prescribed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or cenilied copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. LI EN: In accordance with N R.C. Section S2.136, the Slllte shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalry 
and other sums of money chat may become due under this lease. Oy acceptance of tlus lease, Lessee grantS the State, in addition co the lien provided by N.R.C. Section 52.136 and any other 
applicable sucutOI) lien, an express comractuallien on and security incerescm all leased minerals in and extracted from the leased prenuses, all proceeds which lll3y accrue co Lessee from the sale 
of such leased minerals, whether such proceeds are held by Lessee or by a thtrd pany, and all fixtures on and improvements to the leased prenuses used 111 connccnon with the production or 
processing of such leased nunerals 111 order to secure the payment of all royalties or other amowtts due or to become due under this lease and to secure payntcnt of any damages or loss !hat Lessor 
may suffer by reason of Lessee's breach of any covenant or condiuou of this lease." hether express or implied. This lien and security imeresc =Y be foreclosed with or wuhout coun proceedings 
in the manner provided in the Title I. Chapter 9 of the Texas Business and Cornntcree Code Lessee agrees that the Commissioner may require Lessee to execute and record such instrumentS as 
may be reasonably necessary to acknowledge, attach or perfect this hen. Lessee hereby representS ~tat there are no prior or superior lietlS arising from and relating co Lessee's activities upon the 
above-described propeny or from Lessee's acquisition of this lease. Should the Conunissioncr at any time deterntine that chis representation is not true, then the Commissioner may declare this 
lease forfeited as provided herem. 

20. FORFEITU RE: If Lessee shall fail or refuse co make the payntcnt of any sum wi~tin ~1iny (30) days aOer ic becomes due, or if Lessee or an authorized agent should knowingly make any 
false return or fa lse rcpon concemmg production or drilling, or if Lessee shall fail or refuse co drill any offset well or wells in good faith as required by law and the ntles and regulations adopted by 
the Commissioner of the General Land Office, or if Lessee should fat! to file repons in the manner rcqutred by law or fail to comply" ith rules and rcgulatiotlS promulgated by the General Land 
Office, ~te School Land Board, or the Railroad Commission, or refuse the proper authority access co the records penaining to operations, or if Lessee or an authorized agent should knowingly fail 
or refuse to give correct infomucion co the proper authority, or knowingly fail or refuse co furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the 
maccnal proVlstons ofthts lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rightS acquired w1dcr 

this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently infomtcd of the faclS which auchori7C a forfcnure, and \\hen forfeited ~te area shall again 
be subject to lease 10 ~1e highest bidder, under the same regulatiotts controlling the original sale of leases. llowc<er, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and ~tis lease and nil rightS ~1ereunder reinstated before the rightS of ano~ter 
imervene upon satisfactory evidence co ~te Commissioner of the General Land Office of future compliance with the provisions oft he law and of this lease and the rules and regulations thallll3y be 
adopted relative hereto. 

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections 
52.092-52.093, as a pan of the consideration moving co Lessor for the co•·cnaniS herein made by Lessee. 

22. APPLICABLE LAWS A 0 DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and antcndmcnts thereto, promulgated by the Commissioner of the 
General Land Office govcmmg drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate 10 platlS of operations), payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulaciotlS, orders and ordinances !hat may affect operations under the pro•<isions of this lease. Without 
limiting che generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject co all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are curremly found at31 Texas Administrative Code, Chapcer4, and Texas Natural Resources Code Sections 52. 135 
and 52. 137 ~trough 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 navigation or other purpose 
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nJCtdentlo the oper.nion of a pon. !hen Lessee shall not be enmled 10 emeror possess such land wnhout prior approval as pro,ided under Section 61 11 7 o f !he Teus Water Code, but Lessee shall 
be entitled 10 de\elop such land for 011 and gas by dtrecuonal dnlhng, pro,ided, ho\\e\er, that no surface dnlhng locauon may be nearer !han 660 feel and spectal penrusston from !he 
Commissioner of !he General Land Office is necessary 10 make any surface location nearer than 2,160 feet measured at right angles from !he nearest bulkhead hne or from the nearest dredged 
bonom edge of any channel, slip. or tuming basin which has been authonzed by the United States as a federal project for future construcuon. whtchever IS nearer 

23. R EI\IOVAL OF EQUI PI\ I ENT : Upon the tcmunauon o f thiS lease for any cause, Lessee shall not, many event, be pemuned 10 remo•e the cas•ng or any pan of the equtpmenl from any 
producing, dry, or abandoned well or wells without !he wrinen conscm of the Conumssioner of the General Land Office or hts aulhonzed reprcsentauve, nor shall Lessee. wnhoutlhe written 
consent of said Commissioner or his authorized representative reniO\C from the leased prenuses the casmg or any other eqwpmcnt, material, machmery, appliances or propeny owned by Lessee 
and used by Lessee in !he de,·elopmenl and production of oil or gas therefrom unul all dry or abandoned wells ha•e been plugged and Willi all slush or refuse pus ha\'e been properly filled and all 
bro~en or discarded lumber, machinery, or debris shall ha'e been remo•ed from the premises 10 !he satisfacuon of !he said ComnliSStoner or hiS aulhorized representauve 

2~. FORCE 1\tAJEURE: Should Lessee be prevented from con1JI)mg '"lh any ••press or 1mphed co,enant of thiS lease, from conducung dnlhng operauons thereon. or from producmg 011 
and/or gas ~•ere from. afler effort made in good fan h. by reason of \\ar, rebellion, riots. strikes, lires, aclS of God or any order. rule or regulauon of governmental aulhonty, ~1en \\htle so pre•entcd, 
Lessee's obligation to comply wnh such covenant shall be suspended upon proper and satiSfactory proof presented to !he CommiSSIOner of the General Land Office 111 support of Lessee's 
contention and Lessee shall not be liable for damages for failure 10 comply therewilh (e,cept m !he event of lease operations suspended as pro,1ded m !he rules and regulauons adopted by !he 
School Land Board); and this lease shall be extended whtle and so long as Lessee is pre,emed, by any such cause, from drilling. reworkmg opera nons or producmg 011 and/or gas from the leased 
prcmtses; pro,-id<d. howe•er, thatno tlnng herem shall be constnted 10 suspend the pay1nent of r<ntals dunng th< pri=ry or "'tended tenn. nor 10 abndge Le>S<<'s nghtto a suspenston wtder any 
applicable statute of !his State. 

25. LEA E SECU RITY: Lessee shall take the highest degree of care and all proper safeguards 10 protect said premises and 10 pre-.nlthefl of 011, gas, and olher hydrocarbons produced from 
satd lease. ThiS includes, but is not limited 10, the installation of all necessary equtpment, seals, locks, or olher appropriate protectl\e de'lces on or at all access pomts at !he lease's producuon. 
galh<ring and s torage systems where !hell of hydrocarbons can occur Lessee shall be liable for the loss of any hydrocarbons resulung from thefl and shall pay the State of Texas royalues thereon 
as provided herein on all oil. gas or oth<r hydrocarbons lost by reason of thefl 

26. RED UCTION O F PAYI\IENT S: If, during the primary tenn. a portion of the land co, ered by this leas< is included wilhin the bolUldaries of a pooled unu that has been appro,ed by !he 
School Land Board in accordance with Natural Resources Code Sccuons S2.1S I·S2.1S3. or 1(, at any umc afler the etpirauon of !he pnmary tenn or the extended tenn.this lease co\ ers a lesser 
number of acres than th< total anlOwll descnbed herein, payments that arc lllJde on a per acre basis hereunder shall b< reduced according 10 the nunlber o f acres pooled, releas<d, surrendered, or 
otherwise severed. so !hat payments d<temlined on a p<r acre basis wtdcr the tenns of this lease during the pnnury tenn shall be calculated based upon the number of acres outstde !he boundanes 
of a pooled wlit, or, if afler the expiration of the primary tern~ the number of acres actually retained and covered by !his l<as<. 

27. CCESSORS AND A IGNS: The co,·enants, cond111ons and agreements conumed herem shall e<tend to and be bmdmg upon the hetrs, executors, admtntslr:ltors, successors or 
asstgns of Lessee herein. 

28. ANTIQ ITIES CODE: In !he evemthat any feature o f archeological or historical mteresl on Permanent School FWld Land IS encountered dunng !he acuvllleS authonzed by thiS lease, 
Lessec \\Ill imnlCdiately cease acllvtlles and \\llltmmediately noufy the G<neral Land Office (ATIN. Archaeologist. Asset Manag<rnenl 01\iSton, 1700 N Congress A'e. Ausun, T<us 78701) 
and the Tetas llistorical Conmusston (P.O . Box 12276, Austin. TX 7871 1) so !hat adequate measures lllJ}' be undertaken to protect or reco' er such diSCo,enes or findmgs. as appropriate Lessee 
is expressly placed on notice of the Nauonal Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiqutues Code of Texas. Chapter 191, Te,. Nat Cod< 
Ann. (Vernon 1993 & Supp. 1998). On sta te-owned land not dedicated to the Pernunent School Fund, lessee shall notify the Te,as llis torical Commission before breaking ground at a project 
location. An archaeological survey might be required by the commission before construction of the project can commence. Further. in the event that any site, ObJeCt, location. artifact or other 
feature of archaeological, sciemilic. educational, cultural or historic interest is encountered dunng the activi ties authorize by this lease, lessee will irnnlCdiately noufy lessor and the Texas 
llis torical Conunission so that adequate measures nuy be tmdenal..en to protect or recover such discovcnes or lindmgs. as appropriate 

29. \'EN E: Lessor and lessee, including lessee's successors and asstgns. hereby agree !hat venue for any dispute arismg out of a pro,iston of this lease, \\hether <xpress or tmphed, regardmg 
mterpretation o f this lease. or relaung many way 10 !his lease or to applicable case law, statutes. or adnumslr:lu'e rules. shall be m a coun of competent junsdtcuon located 111 Tra\'IS CoWl I}, State 
ofTe'"s 

30. LEASE FILl 'G : Pursuant to Chapter 9 of the Tet Bus. & Com. Codc.lhts lease nuJ>I be liled of record m !he office of !he County Clerk many cowny m \\hich all or any pan o f !he 
leased premises is located. and certified copies !hereof must be liled m the General Land Offic< llle prescnb<d lihng fee shall accompany the cemlied coptes sent to the General Land Office 
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il ~d gas ease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State ofTexas. 
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LES EE 

OY: ______________________________ _ 

T ITLE: ____________________________ _ 

DATE: ____________________________ _ 

REOF, w11ness the signature of the Comnussioner of the General Land Office of the Sta te of Texas w1der the seal o f the General Land Office. 

CO~I~IIS l ONER OF THE GENERAL LAND O FFICE 
OFTH E TATEOFTEXAS 

APPROVED 

Contents 
Legal 
DC 
Exec 

STATE OF ___________________ __ (CORPORATIO, ACKNOWLEDG:\IENT} 

COUNTY OF _ __________________ _ 

BEFORE ME, the undersigned authoriry, on this day personally appeared. ______ _ _________________ __ 

known to me to be the person whose name is subscribed to the foregoing instrument, as. ___ _ _________________ of 

___________ _ _____________________ _ ___ and acknowledged to me that he executed the same 

for the purposes and consideration therem expressed, in the capaciry stated. and as the act and deed of said corporation 

Gh·cn under my hand and seal o f office this the ________ day of ____ _ _ __________ _, 20. _____ _ 

Notary Public in and for ____ __________ _ 

TATE OF ______________________ __ (I DIVIOUALACKNOWLEDGi\l E T} 

COUNTY OF ______________________ _ 

Before me. the undersigned authority, on this day personally appeared ___________________ ___ _ _ __ 

kn0\\11 to me to be the persons whose names arc subscribed to the foregoing ins trument, and acknowledged to me that they executed the 
same for the purposes and consideration therein expressed. 

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

Notary Public in and for ___ _ ____ _ _____ _ 
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April 28, 2006 

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

Dear Mr. Chalfant: 

CJ P J[11 c'\ ~E 

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. 26, 
which has been assigned the lease number M-106309. 

State Lease M-1 06309 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

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

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stephen F. Austi n 13uildin~ • 1700 orth Congress Avenue • Austin, Texas 78701- 1-195 

Po~t Office Box 12873 • Austin, Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.statc.rx . u~ 
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FILE# 3021 

Ltut Form 
Rc.,hrd 10/99 
Sur" t )td School Lind 

~ustin , 'ar:exas 

OIL AND CAS LEAS£ 
NO. M-IOU09 

\\ IIEREAS. p~n .. nt 10 lh< Tcxu Nanni Ruoun:cs Cod< Ch>p1<11l2, ll, 51, and Ch>pln 52, Subchap1<11 A· D ond II, (sold Code b<utl h<r<UIIftcr r<fcntd 10 IS N R.C.), ond SubJ<CliO 111 
rules and reculauons prom.~Jcated by the COfTW"Nssioncr of the GtntrJI Und omcc and!Ot the School Lind Bolrd punUJnl thcrttO. and all other apphc:abk SU.Ntu and ai"'YnCbntnU 10 said 
N R C.. the foUowtnc :arn. 10--"-'IL 

SECTION IS, BLOCK 45, PUBLIC SCIIOOL LAND SURVEY, REEVl:S COUNTY, TEXAS. CONTAIN INC APPROXIMATELY 6<0 ACRES, AS SII0\\1'1 ON Til£ OFFICIAL 
•'lAP OF REEVES COUNTY, TEXAS NOW ON Fll.£ IN T il£ TEXAS GENERAL LAND OPl'ICE, AUSTIN, TEXAS. 

was, after bc1nc duly advcrmcd. offered for kuc on chc ~ft. day o r April, 1006, at 1000 o'dock am., by the Comnw.oncr oflhr: Oc.ncnl Land Offitc of &he State ofTu.u 1nd the School Land 
Board of the State ofTu.u, for the sole and only purpon ofprospc:thnC and dnlhnc for, and produc•ns o&l andlor aas that may be found and produced from the above duc:n'btd un. and 

\\111 ER£AS. after all bids and rt.n'IIU.ncts wtuc:h were ft'CCI\.'td up to uld umc: ha\lt' been duly conudcrc-d by ~ Cormwsnoncr of the Gcncnl Land omce and the Sc.hool Land Board II • 

rcaular mcc.hnJ l.hcreo(lft the Gcncn1 Larwl Omcc, on the .4111 day or April, 1006, hcrcinancr the .. c!Tcchvc dltc .. and 11 was fo~ and delcrTnllled that ClfAt.FANT PROPERTIES INC whose. 
address Is P.O. BOX J Ill, M I OLANO, TEXAS 75'701 had offered the hiahestand best btd for a lease of the area above described and is, therefore, entitled to receive a ktsc thereon 

~OW, T HEREFORE, I, Jerry E. Panc.rson. Comrus.s.oncr of the Oencnl land Offtcc of the State ofTuu, bcrcmaftcr some runes rtfcrred to as •tcuOJ: whose address is Awhn. Tuas, by 
vu1uc of the authonty vc.sttd u1 me and in considenrion of tht pa)'1'1'1tnt by the hereinafter dcsiJtUtCd L.eucc, the sum of Two llundrcd £1aht Thousand And 001100 Dolltrt (Sl08,000.00), 
rctcipt of which is hereby ackno-wkd&ed aM of lhc royaluu, covenants, .sbpuJatiON and condtbOnS cont1UKd aRCS hcrcby a peed 10 be paid. obscr\>td and pcrfom"ltd by Lune, do bcrcby 
dcmuc, cnnt. tease and let unto the abo\·e mcnnoncd btddcr lhc u.chut~ n&)\t to PfOSPtd Cor, produce and like od and/or au tiom lhc aforesaid aru upon the folaow&na tcnns: and ccwhhons, 
IG-Wit 

I. RESERVATION There d hereby uccptcd and rucrwd 10 Ltssor tbt fuJI usc of the propcny CO\~rtd hereby and all n&hLJ W'lltt respect to the surface and subsurfKe thereof for any and 
all purpoK.s u.uptlhosc cnnted and 10 tht t\tcnt htt~tn pntcd 10 l..c.utc, tottthct wnh lhc n&)\u of IJliTCU and cpu and usc of satd bnds by Lc.uor and ttl I'Nnt:nl kueu, for purpoKS of 
up lonna fOC' and produc.tnJ the m.ncnls "-'hteh arc not covered.. Of v.hteh may ncK be- tO\'Crtd m lht furwc, under the terms of this: lease, but,..lnch may be located ,.,thin lhc swf'acc boundancs 
o ( the: kued area AU of the n&)\lS tn and co the lc&.Kd p~ttUCJ rellmcd by Lcuor a.nd aU of the n&hts m and to the lu.scd prc.nucs IJ"lntcd 10 l..c:ssce hc:rctn shiU be e.u:rc~ m suc.h a manner 
tlut neither shall unduly 11\tcrferc wtth the opcrattON of the otbct 

2. TERM: SubJecl to ihc other provisions htrcof,th•s kue shall be for a tcnn ofnu (S) )Un from t.hc dTcchvc date hcrcof{hcrctn ulkd "'prliNry tcrmj and u ion& thereafter IJ otl or 
&11 u produced m paym& qwnt1tKJ tfom uid area 

J. DELAY RENTAt..S If no \lrtll ts cormvnced on the land hereby lca.scd on or before the IMI\trnry d.o~tc ofthts lean, lhiJ lease shall termmarc a.s to both paMICJ unlcsJ lhc Lence on or 
before Ptd date shall pay or tender to the CofTWT'IIssioncr or the Gcnenl Land Office of lhc Sutc Ill f .. UJ 11 Awt•n. Tuu, the armunt •CI(ted m the follo~o~rtna J<htdulc mJIDphcd by the: 
number ofaercs m the premises. -.Mch shill opcntc as a tcnt.altnd cowr w pnvtk&c of dc(emna the corrmcncemcnt of a \lot II lOr ~eht (U) montbJ t'tom SIMi date In hkt rT'IIMCr and upon 
payments Or tenders of amounts SCI OUt In the (OUOWinl Khcdulc, lhc COO'Il"ltntemcnt o(a \loeiJ!TIIy be l'unhcr dc(cm:d for I ltkc ptnod Of the Slmt number Of months 

Anruvcrnry p;uc D1:!ay Rcnlll per Acre 
Ftrst S S.OO 
Second S 5 00 
Thtrd ! 25.00 
Fourth !25 00 

4. PRODUCTIO~ ROYAL TI£5 Subj«t to the proY1Sions for royalty rtduc:horu set out m subparap-aph (E) o(thu panJnph A, upon produc:t.on ofoiltndlor ps, the Ltssc:c- acrtcs to pay 
or CIU.SC to be paid 10 the Conwn~sSIOnc.r of the Oencnl land omce In Auslln, Tu.u, for the usc and benefit ofahc Sutc ofTu:a.s. durin& the: ttrm hereof 

(A) OIL; M a roy1ky on otl., v.Nc.h as de(&ncd u anduchnc atl h)'dtoca.rbons produced m a hqwd form at the n'DUth of the: v.'CU and tlso an condensate, dtStilble", a.nd othc:t hqutd 
hydrocarbons feCO\<trcd f'iom oil or au run Wouah 1 scptntor Of" ocher cqwptrent, u hcrcwf\er provadcd, J/-4 pan of the grou production or the I'Ntkct value: lhcrcof, 11 the optiOn of the 
Lessor, such value co be dctcnnancd by 1) lht htJhcst posted pncc, plus prt.mium tf any, offered or paM! for otl. condcns.atc, dsstdbtc. 01 ocbct hqUid hydrourbona. rup«bvtly, or a hk.c '>i'C and 
lfl\'lY tn the &f'Mnluc.a v.bcrc produced and •htn run. or l) W luJhcst nwltt pncc lhc.teo( of'tcrcd or paid m lhc ac-ncnl aru ,..heft produtcd aDd when tun, or)) the pou procuds oflhc 
sale thereof. ,.hie he~ u the pater Lc.ssc.e apecs 1hat before any ps produced from lhc land htrtby kucd ts sold, and or procuiC'd 1ft a plant, 11 ""'U be run &u of cos110 Lc.ssor thtoUJh an 
adcqu.llc oaland cas scpantor of conventiON I f)l)C or other e:qWpmcnt at lust u cfTJC.cnt to lhc end th.atatl hquid hyd.roc:arbons recovcnbk &om the: &u by such means will be rtCO\"'Crtd Upon 
-....,.~nen consent of Lcs.sor, the- requuemcnt that such ps be run throuah such a scp:~ntor Of other cqwpmc:nt ny be *li\'Cd upon S\IC.h ttm"S and cond1uons u prcscn"bc:d by l..c.uof 

(8) NON-PROCESSED CAS As • royolry on ony ps (mcludutl nucd au). ,.hoch is de lined u oil hyclrotatbons ond pJ<OIIS substa nces no1 derwd as otl "'subpo,.anph (A) obovo, 
produced from any v.etl on said land (cl(ccpt u provided hen: in with rc.spcc1 cops prousscd ma pbm for the: ntnction or J&SOhnc, bquid hydrocarbons or other producu) 1/4 pan of the poss 
productiOn or lhc mnkct YlhK thereof, at the opuon of thc: Lcuor, such value to be based on lbc h.!Jhc.st market pnce paid or offered for ps or coi"J1)IIIblc quahry in the acncnlarta •here 
produced and when run. or Lhe JTOSS price patd or offc.rcd to \he productf, whichcvtr is pntn pro\llded that the rrw.Aimum prusute base: in mcasunna the au under thiJ lease contract shall not at 
any lime ucced 1 .. . 6S pounds per squ.Jrc inch absolute, and the standard base. lcfT1'('nnuc shall be sU1Y (60) dc.pt:cs Pahrcnhch. concc:tion to bt made for pre.ssurc accordina to Boyle's Law, 
and for specific p-:avity tccordina to tl.Jt rr.~dc by the Balance Method or by the mosctpprovcd method ofttstin& be ina used by the industty at the rim:: ofiCJtin&. 

• • • • • •• • •• 

• • • • • • • • • • • 
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(C) PROCESSED CAS: As a royalry on any cas procuscd tn 1 &uohnc plant or other plant for the rccovtry of cuohnc or other hqutd hydrocarbons,~ Pl'n of the rc.stduc ps and the 
hqutd h)dronrbons u.tnckd or the nurkct VJiuc lhcrtof, 11 the optMm ofthc lessor All ro)'llttcs due herein shill be bucd on one hWJdrcd percent ( 100%) ofl.bc coul pbnt producuuu of rcstduc: 
¥11 ~ttnbutabk to au produced &om th.s kuc, and on fifty ptrtcnt (SO'A) or that pcrccna '"'""'"' lO L«Jcc:, v.htdle"cr 11 the 1JC1kr, of lbc &olll pUnt producbOn of hquad h)droc:&lbons. 
attnbutabk: co the ps produced from thu lcue. proVldcd that af hqwd h)'C1rocarbons arc rccOHn:d &om liS proc.cucd 1ft a plant m *Nch lc.JJC"c (Of ttJ part"Dt. slolbsdury or afTII~o~tc) ow;-m 1n 

unciCJ:&. lhc:n lhc: pc.rctnUICC apphc:abk LO hqwd h)'dtoarbons wn be fifty pc.rc:cnt (SO%) or the hasbcst pc:~cnt accrwna .a a thud p~ny procc.ssua& ps &hrcM.Iah sue:b pbhl Lftkr a pro«UIQJ 

llfttmmt ncrocutcd at arms' kn&th (or trthcrc lJ no suc.h thud p~;rty, the- tu&bc.sl rtra:nt thc.n bcin& sp«tfitd '" procuslftl apccmtots or concncu '"the andusay). \IIJbic.hcHr" \he cruta Tbt 
rcsp«u"c roYJIUC.S oa ralduc p.s and oa hquid b)"drocatboN shall be: detcmancd by I) the tuahul mar\el pnc:e pa.td cw offered for any ps (or bqwd b)'C1roc:ubons) of COf'lltlr~blc qwhty an lhc 
aencnlarn or 2) the poss pnce patd or offer~ few such ruiduc ps (or lhc -.ci&htcd a venae poss seUa.n.a pn« for &he rctpccbve cradcs of hqu1d h)'dloc.atbons). v.h.tcht\cr lithe pcltcr In no 
e\ent, 1-oY.e~·cr, shlU the royaluu pa)'lbk Wlder Ous plr1Jrlph be less than the royah1es -whtch woWd hJ\c been due hld the au no1 been pnxcsscd 

( I) ) OTII ER PROOUCfS: As a royalty on carbon black. suJphW" or any other products produced or enanufactwcd &om au (uccptana hqu1d hydrocarbons) ""'hcther 111d au tK 
"casmahnd," "dry" or any other au. by Cncaiorutan&. bwn•na or any other process ana, ll!! part of cross produchon of such productS, or the: rNrlet VJiuc thereof, at the opttOn of Lc.ssor. S\aeh 
n\lrlet \lal...c to be detennined :as follo-ws 

( I) On the buas of the ha&hcst m.1rlct pncc of each product., dWlRJ the same month U1 V~ohtch such producllS produced, or 
(l) On the buu of the a~eDj:e cross sale pn« ofeuh prod \aCt for the: same month U1 owhtc.h such products an prod ~Ked, V~olutbc~er 11 the 1ruter 

(E) VARIABLE ROYALT Y: (a) SubJ«IIO the Other prov111ons ofUns lcue, 11u bcu:by prov.dcd lhat &a the C\ent producuon m pa)'ln¥ q"'nt1ttts lS csubhshcd pwtu.~nt w the~""' vf 
th1s lca.sc and such productiOn is brouJ.ht on hnt and saks thcrcof1re eommcnced <w1lh1n Cl&hteen (II) monlhs of tht effecbvc chtc hereof, the ro)-alty nte provadcd he• em ~~II be reduced LO 

2~ •• anJ shall apply 10 each subsequent well dnlkd and produced on ~ land co~cred by thas lcuc ProYMkd lhat, 1f dunn& such Cllhlecn ( II) month lerm diUln& v.htch Lessee rN)' e-1m a 
rcduc;cd roy•lly rate or 20'/o IS herein provtded. Lessee shoWd dnlltn &ood rauh and COt'1>1etc the ftnt "'II IS 1 dry hole on the l•nd eo•md by lh1.1luse, Lcuc< ""Y "''"' a llv<c (l) month 
U.ICN.OR Of thr knn In ,..hteb 10 Um l reduced royalty ntc by ~~~U\J, notiCe &0 the Convnw~CH~Cr Of Lhc Qcncr11 land 0l'flcc, commcnciRI dnlhnJ opc:nUOftS on 1ft &ddiUuNI 'a ell poor 10 lhc 
up1DIX)n of such three (l) month pc:nod and prou:c:uuna dlh&ently and m IQOd f111h \he dnUan& or such addauon.al 'Weiland COffl'ktu'l& nmc so lhll producuoa'" p~yana qwntJhes u a~bb.shtd 
and so Wl such producoon IJ brou&ht on bnc and saks Lhcrt"Ofare conwncnctd pncx to lbc u.p111b0ft or such Wee (J) month u.tcnsiOa pcnod 

(u) In the c~cnt produchon an paytn& q~JJ.niJOC.S as c:subhshcd pw-sUU~t 10 the ccrms oflhlS kuc aDd such producuon IS brou&ht on hnc anJ uks l.hcreofue conwnc1"ed after thc upmmon 
of e•chteen (II) mondu &om the etf«tJVe d.ue hereof but poor &o the: upnuon oft"'-ent)'·four (2") months !rom the effctiJ~·c d.itc hereof, the ro)alty rate provadc.J herem shall be rtJuccd to 
12 S% and shall apply to e.ach subsequent ¥-ell dnllc.d •nd prodrJCcd on the land covered by thas kue Provwlcd !Jut, 1fdunna such Sl). (6) rnonth tcnn dunna....,h~eh lcHCe may urn a reduced 
royalty ntc of22 S'le u htrc:in provided, Ltssee should dnll in aood fatth and complete the: tint well as a dry hole on the land covered by this leuc-. Lessee INI Y rccea .. c • three (l) month 
ulennon of the tenn 10 which \0 cam a reduced roy1hy n tc by givmc notice \0 the Convnisnoncr of the General Land Office, conuncncmc drillln1 opcnt1ons on an add1t1onal 'Welt pnor to the: 
e,;parauon of such three (J) n10nth period •nd prosccuuna dlli&cntly and in &ood f111h the dnll1n1 of such addiuonal '*ell and CO"lJicuna same JO tNt productiOn 1n P'Y'"I q"'ntJhcs 11 nt~~bhshcd 
and so that suc:h production LJ brou&hl on line l.nd Slks thcrcohre eommcnccd pnor 10 the u.ptnbOn of such lhrce (l) rrcnth utcruaon pcnod 

(F') NO DEDUCTIONS: J...usce I JJCCS Wt all ro)'llt.u xcrwna 10 Lessor unJcr clu.s kuc sNU be -w1thoul dcJ~Kuon fot the cost of ptOdutUlJ. tnnsporuna. and othc,..l)C: rNLIQ& tbt o&l, 
cas aad other products produc:cd hereunder ready for sale or usc 

(C) ROYAl T V IN KINO: Nocw•thsQndJ.nl anyllun& contained herein 10 lhc c:onu-ary.l..c'uor IN)', JIIU opbOft. upon DOC k.u lh.an 60 diys noucc 10 Lc.ssce, ~wtc at any Dn'lt' Of &om 
bmc 10 tame thai payment of •II or any tO)"JibcS acm.una &o Lc:ssor UAdcr thu: kuc be rmdc &a lund WJlhovt ckducoon for Lhc COlt of producvta. ptbcrina. S\Onnlo u~ntma. ti'CJt~ns. 
dch).Jnuna. COtf1)tUS&nJ. proc.csnna. cnnsportUtcand otM""isc makul& Lhc oil, J I S and other producu produced hereunder ready Cor ule or u.sc Lcssot's n&ht co uke 1U ro~lty in lmd shall not 
dnNmJh or ncptc Lcuor's nahu or Lcuceis oblt&ations, whcLhcr eAprcss or UJ11hed, under thd lcuc. 

( tl ) PLANT FUEL AND RECYCLED GAS: No tO)'alry shall be P')'Jble on any J.U u IN)' reprc.scntllus ka.sc's proporuon.a1.e s~re ohny 1\KI YSC-d 10 ptoeW ps produccJ hcnundcr 
an any proccssU1& planL Not\Wu.hsund.LnC anytluna conulncd here1n to the contrary, anJ s\ibJCCito lhc constnt U1 'llt"nhnJ of the Commass.orwr o(the Qencnl Land Otnce,Lc»cc nu.y rccyde ps 
for pJ hft pwposc:s on the 'used pcenues after the hqwd hydrocarbons contaUJCd in the &JJ hl\c been remand. and no royalties shlll be payable on the '"so rccrckd unul such cm.c- u Lbc 
nme may \hereafter be produced and sold Of used by Lcuce U1 such maMCr as 10 cnl11k Lcs.sor 10 a royalty thcr~on under thc royalry proru10ns ofdus lease 

(I) ~1 1N IMUM ROYAL TV: Dunn& any >·ear after the e,.pnuon of the pnn\ary tcm1 ofth1s lease, afttus kuc IS mamtatncd by prod~.KtiOn, the royalties pa.d to l.tssof U1 no e~enl stun be 
less than an •mown equal toSS 00 per acre, ot.hc:Ntase,lhcrc shall be due and payable on or before lhc lut day of the month succccdm' the aM1vcrsary date ofthu ka.sc: • swn cqu.~l 10 SS.OO per 
acre less the a1oount or royahics paid durinalhe prcccdlna year 

(J) ~ IARCINAL PRODUCTION ROYAl.. TV: Upon Lcucc's wnltcn apphc:aUOn.lhc School Land Board m;ay red\aee the roy~lty r~lc kt ovt U1 dw: JU.rlp"Jph •nJ..·or l!!C nummum 
fO)'"llty SCI OUC tn Subparappb 4 (I) to CJ.ttnd the ccononuc lJ(e of !has lease and encoun1e ftcO~CfY of od Of JU thlt rNahl otht.rwuc rt'rNin unrecovered_ Any Juth IO)"IJiy IC"JUCbOn mw.t 

con(unn &o the rcquacmerus ohay School Laad 8oud adnunutnn~e Nics oa ttu.s ".bJCCL Ro)"'lty may DOt be reduced below tbc applicable Stllutut)' muumwn. 

S. ROYALTY PA Y~1£NTS AAO REPORTS AU royalucs not ulcn'" l&nd shaU be patd ao the: Currmw.oncr o(tbc Gcnc.~l Land 0(f'.ce at Au:llut. Tcus.. U1 the: (oUov.~~t& nGMCr 
Payment o f royalty on produccaon of od and ps WU be u provldcd m the Nics Ml fonh Ul thc TtuJ Repskr Ruks: cwmuly provtdc lhlt ro)-ahy on oal i.s ®c anJ rnus1 be rt«1\ed 1n !.he 

Gerwnl Land OffiCe on or before the 'dl d:ayofthe second month succc.cd.U'I& t.hc month of productiOn. t.nd ro)'11l)' on cu &S due and must be rccc1vcd tn 1M General Land Off tee on or before the 
I Sdl chy ohhc second month succetdan&lhe month of production. ICCOfl"C)amed by 1hc aft'icbval of the owner, manaaer or other authorized a,ent, e(N1'1)kted an the fonn and nu.MCr prc.scn'bcd by 
the General Land Office and showLn&l.he aross am::~unt 1nd dLSposiuon of all 011 and &lS produced and lhc: matket value oflhc 01land au. 10acthcr w1th a copy of all docwncms. rceord.s or reporu 
conflmtina the lfTOSS prodUclion, disposition •nd l'tUrkcl value incl~inc au meter rcad111p, pipeline receipts, cu lu\C reccipu and olhcr checks or mc:rnorancb or amount produced and put an10 
pipcltncs, t.anks, or pools and &JS Hnu or au stonac. and any other rcpons or records V~ohic:b the Genera• Land Omce rN)' rc:quuc 10 vcn(y the arou product-on, dasposmon and m;arkcl value. In 
all cases the: authont)' ora m;a, naKcr or aaent \0 act for the l..cSJCe herein must be filed in the Gcncnl Land omce Each royalry payment shall be accorr.,amcd by 1 check stub, schcdWc, sunvnary 
or o\hcr reft\lttanc:c adVKe showina by the wiped Gcncr1l Land Oil'~ kuc nW1i»cr the amount of royalty betn& paad on ncb k.i.sc. If lessee pi )'I tus ro)'lltyon Of before thvty (10) days after 
lhc royalty payment wu due, then l..e.sKe owu I pcnalry of S% on the royalty or S2S 00, 'llrluchc~-cr is pnlcr A royalty payment ..... tucb lS 0\'Cr Uuny (JO) cbys late wn 1CCNC I penalty of 10' ... 
or chc royalty due or SlS 00 Vrtuchc\·er is (lUlU. In add1rion 10 a pcn~lty. royah~es ""II KCNC lntcrcstat 1 nt.c or 11~. per year; such U1tcml ¥~~-ill bca.n IC'Cf'UU1J ""'hc.n the royalty 11 liAty (60) 
days O\crduc AffidaVIts ud suppor\Ull documents whKb arc DOC fikd -.ben due sblllanc.ur a penalty .nan amow'll set by dx Gmcfll Land Office admlmstnu"c nak V~oh~~th as eff«u~c on the 
chtc ¥~~-hen lhc affad.avtlJ or tupportlnJ docwntots ¥-ere due lbc Lcucc shall beat aU responsibility (Ot pl)'V1J or CIW1n& roya1UCJ 10 be pawl lJ prucribed by \he due date pro\-'ldcd herem. 
Payment or the: dchoqucncy petulty slull 1o no way opc:r1te 10 prohibic the: State~ n&ht or forfeiture as provided by law nor ae1 co pos1p0ne: the date on 'lll.tuch royalucs V~otre onamally due. The 
abo\·e pc:n~lty provisions shall not apply in c.a.sc.sof titlc dJ.Sputc u &o the State's portJOn of the royalty or LO WI portion of the royalty U1 disputc u &O fait wrlet value... 

6, (A) RESERVES, CONTRACTS AND OTIIER RECORDS: Lcute wU aMIIIIIy (LnUS!IIhe Commwoonc:r of the: Gtoml Land OffiCe "''tb ou best possible utomatc of ool ud ps 
rc.scr.c.s undcri)'Ul& Uu.s lease or aUocablc &O dus lcuc and shad furnub s;atd Corrmwtoocr w.th eopKS of aU coacrac:u \lnda ""bich p.lll tokl Of procuscd and aU subsequent apcc~ and 
amcndmcntJ &o such contncu -watlun tluny (JO) days after cntcnrlJ uuo or rrakU'I& sueb contnc:ts. apumcou or •mmdmcou. Such conrnc:u a.nd apeemcnts V~hcn rcccavtd by lhc Gc.GCtal Land 
omcc •hall be bcld .. coofodcnct by the Gcocral Land OffiCe W\lcss otherwdC aulhorutd by Lcute. AD o<h<r COGII'><II and - p<NINftl 10 the: procluc._ lnftSI'OIU'- ule and 
rrarkctan& of the 011 and au prod\M:ed on ptd prerNJCS. lr'IC1ud•na the books and aecounta, r«e19U and duchlracs of •II V~o·ells, Wlb, pools, meters, and ptpclincs shallattU omc:s be subject to 
1Mpccuon •nd c..umatution by the COCTWl'lissioncr of the Gcncr1l Land Office, the Attorney Ocnc:ral, the Governor, or l.bc rcpresenaO\-c of any of them 

(1l) ORILL.INC RECOI\J>S: Wrincn notice of all opcrt tions on this lease shall be subrNttcd to the Comnussioncr of the Cicnenl land Office by Lessee or opcr110r rive (S) days be(orc spud 
dt\C, workover. rc.-c:ntry, tcfl1)0rvy abandonment or plua and abaOOoruncnt of any ~o~rell or wells. Such writtcn oolic:c 10 the General land Office shall include copies of IWI.ro&d Commission 
forms for application 10 drill c..,ics or wdl I<SU, COITlllcUOn rcporu and pluu••• rcporu shall be supphtd 10 the Gtntral Land OffiCe II the timo: they ill< filed .... lh the Tuas Rlilroad 
Cormusston. Ltssee shall supply the Gcncnll..and omc:e wlt.b any rceords, mcmonnda. accounts, reportS, CijtUIICJ lod cores. or olhcr aofOf'TNuoa rtlaovc 10 chc opcr1b0n oflhc abo~e-dcsrnbcd 
prc:m.HS, ~o~rtuc.b may be requcsled by lhc Geocn 1 Land Otr.c.e, U11ddtb0n 10 thoJc hucin uprc.uly proVIded (Of lc.Jsc_e shah have an eScc1nul andfor ndiO&C-b\,t)' suney made on the borc~bok 
S«IIOQ, &om the: lou< o( the 1urfa<e cW., 10 the total ckplho( ~~od~ ohii\Ooclla dnllcdon the above clescriKd P"'"""' ud Wlllnnl<nlla INe COIJYO(Ihe lo& of ncb Slln<Y OG udo "'<II 10 the 
Gcncnl Land Oll'ooc wilhon fiftc .. (IS) clays after the ll'llian& ohaid 5111Y<y. 
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(C) PENALTIES: Lessee shill incur a penally whcne\'fr rcpons. docwncnu: or ol.hcr ma'cnals are: not filed in the Ocncnl Land OITkc ""'htn due. The pcn11ty for late filina shill be. set by 
the General Lind Office administrative nJlc which is cfrcc.tivt on the date when the M\ltcnals were due an the Gcner.~l Land Office. 

1. RETAINED ACREAGE: Notwithsundina any prov1.1ion ofth1s lease to lhc contnry, a ncr a '~!.ell produc:in& or captblc ofproduc:ma 011 or cu hu btcn co.,..,ktc:d on the k ascd prcmues, 
Lcucc shall c' e:rt1Je the d•ligc~c of 1 rca.so nably prudent operator'" dnllin1 such addition• I well or wells u may be reasonably ncccuary for the proptr dc:vclopmtnt of the lu.sed premises and 
m nu1 kctin1 the production thereon 

(A ) VERTIC AL: In the event this lusc is in force and dTcct two (2) ynn after the up•ntion date of the pnmary or extended tc:nn it shalltht.n tc:nnmatc u to all oflhc luted pn:mises. 
E'XCEPT ( 1) 40 Jeres sWTOundin& tach oil well capable ofproducm& '" payina quanauies and 320 acru SWTOundma uch aas .. ell capable ofproducma 1n payma quant1t1cs (il'K'Iuchn& a shuHn 
011 N ,u .... en u provided an Panpph ll hcrcol). or 1 well upon v.hkh Lcu ec t.s \hen cnaaat-d In contmuous dnlhn& or rcwortanc opcrauons. or (2) l.hc number oh c:rcJ anc-ludd '" a producm1 
~'tJ wut punuant to Natural Rcsourtc:s Code Sccc.ons n. ISI·S2. 1S3, or(3) such &realer or lesser number of acres u llliY then be aUocated for production purposes to a pronhOn unit for each 
JtKh rrNucin¥ "'ell under the rules and rt&ulacion.s of the Railroad Commisston ofTuu, or any successor aaeney, or olhcr &O'-'t'mmenu.l aulhority hlvina juruchchon. W1th1n 90 days or a 
rlnultermanahon of this ltase in accorcbncc with thiJ subpar~pph and upon paymtnt of the nunimum filina ftc Kl by Gcnc t11 L..and omce rvJcs '"dfeclat chc lime or the pll111ltcrminauon, 
lt•uc shall ha'""C the right co obtain a surl'acc lease for 1ngrus and egress on and across the lemllnllcd portion of the leased premises as tNY be rca.sonably ncccmry for the continued opcr~cion of 
the ~n1ons of thc lease rcm.Jinin& in force and cffecL If Leuee fa•ls to apply for a swf;ace lease w1th1n the 90 day JKriod spcc1flcd above, Lessee may apply for a surface kuc !Tom the Und 
('tflke. but the Land Comman Kmer hu the discretion lo gnnl or deny such apphnhOn and 10 ut lhc fee for such surface In~. 

18) IIORI ZONTAL: In the event thiJ lean i.s in force and effect rwo (2) years after the upin110n date of the pnmuy or utc:ndcd &crm at shill further termanatt as to an depths below 100 
feet be~..- the cotal depth dnlled (he-reinafter ·deeper dcpltuj m each well located on acrcace rctau'IC:d 1n Parapph 1 (A) above, unless on or btforc 1wo (2) years after the prim.uy Of U.lendcd 
tc:nn le-ssee pays an tmount equal to one· half (112) of the bonus onauully p11d as eonstdcntion for this lease (u .spteif'icd on paa:c I hcrcoO. If such amoun1 is paid, this k:uc shall be 1n force 
.anJ e1Tec1 u to such dccpt.r depths. and said 1crminat10n shall be delayed for an adchtional pcnod of two (2) ynrs and so lonclhere1fter u oal or cu u produced in pa)"'nJ quantlhea; &om such 
dcep<r depths CO\'cred by this lcuc 

(C) IDENTIFICATION AND FlLINC: The surface acrtaae rcu ined hereunder as touch "Well shall. as nearly u pnc:tK.al, be 1n the fonn of a square ..,...,th the ... en katcd in the cent« 
thcrrof, or such other shape as m~y be approvcil by the Sehool Land Board Wuh1n durty (30) da.ys after pa11ial1emunarion of th1s !cue as provlded hcrcan, Lc.ucc shall uccute and record a 
release or releases containiniJ a sadsfac1ory lcgJI dcscriplion of the acrcace and/or depths no1 retained hereunder The: recorded rclcuc, or 1 ccmr.cd copy of san"r, shall be filed in the Genenl 
Land Office, accof11)anied by the tiline fcc prtsenDcd by the Gcntnl Und orr~e Nlu in effect on the date the release is filed If LcJJCc &!IS or refuses to CUCUIC and mxml such rekase or 
releucs Wlthin ninety (90) days after bema rcquc.sted to do s.o by the Gencntl Lind Orr tee, \hen the CormUnioncr at Jus sole d•.screDon may dcsipate by wrincn 1Ntrumcnt the acrn gc andfor 
dcplhs to be rtlcascd hereunder and record such insll\lmcnt at Lessee's c.xpe:nsc in the coWlty or COWlries whtrt the lease ., kK-ai.Cd and in the omclal rcconls of lhc Gcncnll..and Off'tct and .such 
dcsiJNiion shall be bind inc upon l.c.sstc for all p\lll)Oscs.. If at any time after the effective dale of the parual tcrminarioa provuions hereof, the applic:abk: rttld nales arc changed or lhc: .,..ell or 
v.cUs loca1cd thcrton arc rTt:lusificd so thai lc:s.s acreage tS thereafter allocated to said well or wciiJ for produchon pUfl)Osu. thiS lease: shall thereupon terrtUnalc as to all •cre.age not thercancr 
allocated 10 Slad well or wells (or production pwposcs 

II . OFFSET WELLS: If o1landlor ps should be produced m COtmlCrtial quanllllcs (rom a well located on land pnvatc ly owned or on Su.tc land leased at 1 lesser royalfy. wh1ch well IS w1lhin 
one thous:md (1,000) feel ofche 1rta included hen:: in, or which well is dnining the aru covcrtd by thls lust, the LCJS(e shlll, ~Nithin .sU.ty (60) days af\cr such in~~ 11l producbOn &om the dnuuna 
well or the well located within one thousand (1 ,000) feel &om thc area covered by thls lc.ue bcJin in &ood falth and prosecute d!h&ently the drillma: of an offset well on the a rca covertd by this 
lease. and such offset well shJll be dnllcd lO such depth u may be nc.ccsnry to prevent the undue dnmaae of the aru eovcn::d by this lease, and the Lessee, manaaer or dnller shall usc all means 
necessary m a good faith cfTon 10 l'l'Uke such offse t well produce oil and/or aas in convncrd al quanlitics Only upon the detcrminanon ofthc Convrus.s'oner and w11h his wnncn approval ma y the 
pa)"TtlCnt of a con~nsatory ro)'Jity satisfy the obligation todnll an offset .. ell or wells required WM!cr lh1s PanJnph 

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, durin& the: pnmary term hereof and pnor to discovery and producDon ofod or 1u on said land, Lessee 
should drill a dry hole or holc.s thereon. or if dwina the primary ttrm hcrro( and aft.cr the dtJCovc.ry and actual production of oil or zu from the lcucd prc.nUcs such produchOn lhcrco( should 
cease from any cause. this lc:uc shill not tcmUnale if on or before chc c.x.pinrion of sb:cy (60) days from dale of C011'1'k rion of said dry hole or cessation of produc:uon lessee convncncc.s 
add1tional drilling or rcwo1kina opcnt lions thereon, or pays or tenders the next IMual delay rental i.n the same rnaMCr as provided in thiS lcuc. If. durin& the last ynr of the primary tcnn or 
withJM sixty (60) days prior lhcreiO, 1 dry hole be c.onvlei.Cd tnd abandoned. or the production of oil or ,., should cease for any cause, Lessee's ria:hu shall rcma tn 1n fuJ I forec and effect wuhout 
further opcnrions Wlril the expiration of the prinury term. and if Lessee hat not re.sumcd production 1n payina quant11ics 11 !he u.pintion of the pnnury 1enn Lessee may rna1nt.am this lease by 
conduc.lin& additional drilling or rework in& opera lions pursuanl to Panpph 10, using the upinnon of the primuy term as the date of cessation of production undc1 Pancnph 10 SboWd the 
rirsl well or any subscqucnl "''ell drilled on !he: above descn'bcd land be CC)fl1)kted as 1 shut·in oil or 1u well withm 1he primary unn hereof, Lcssct may ~sume payment of the aMual rental in 
the same: nunner as provided hctt:in on or before the rental payinz date follo.....;nz the: cxpindon of sixty (60) days from the due of col1'1'le1ion of such shut·in oil or aas we ll and upon chc failure to 
make such payment, this lease shall ipso (acco terminate If lllhc cxpll'llion of the primary 1cnn or any hmc therc:after 1 shut·IR oil or ps well ts k>caled on the leased prcmases payments may be 
made in accordance with the shut· an provis1ons hereof 

10. CESSATION, DRJLLING, AND REWORKJNG: 1(, a ncr the c•p1r1110n of the pnrNry term produc.oon ofo1l or cu !Tom lhe leucd prcmascs, after once obtaiDCd. should «uc from 
any cause, this lease shall not terminate if Lc..ssec commences adcht10n1l dnlhna or rcwortCing opcnt10ns w1\Nn si~l)' (60) days after such Ct'Sstllon. and this lease shall remain sn full forte and 
cffcc1 for so lone •s such opera tions concinuc in sood faith and in wort.nunhke maMer without interrupttons IOta ling more than siuy (60) days If such drilling or reworkin& opcn 1aons result in 
1hc produchon of oil or au. the luse shall rcnuin in full force and effect for so Lana IS oil or au is produced from the &cased premises m payanJ quant111cs or pa,yment of shuHn oil or au '*' ell 
royalties or paymcnl o( co~nsatory royahiu is tNdc as provided herein or as pn.\.1ded by law lflhc dnllmJ or rtworkina opcntions result in the cofl1)lerion of a .. ·elias a dry hole, the lease 
will no1 1crmina1c 1f I he Lessee comrnences additional drilling or reworking open lions w;thin sixty (60) days after the: COffl'lttion of the well IS 1 dry hole, and this lcuc shall rema in in effect so 
long as Lcuc:c continues dnlling or rcworkin& opcntions in cood fa ith and in • workl'l'Unlikc m&MC.r without inte~tions totalina rrorc than SlAt)' (60) days. l.c.uce shall Jl\"C: wnnen nottc:e IO 
the Gcncr~l Land omec within thirty (30) cb)'S of any cessation ofproduchOn 

II . SIIUT· IN ROYALTIES: For pW'pOscs of this panJnph. ·weir encans any well that has been us•pcd a .. en number by the sutc •ae~y havincjurisdtctton O\"Cr the produc.110n ofo1l 
and ps If at any 11mc after the upi" tion of \he pnrNry tcnn or a k asc that. W\til bem& shu! in. was bcm& tNinta1ned in force and effect, 1 well capable or producinc otl or au m payin& 
quanri1ies is located on the: leased prtmises. bul 011 or au is not be ina produced for lack of au liable production facilities or lack or a sUitable mafkct, then Lessee may pay as a .shuHn oil or aa.s 
royalty an arTOunt cqUJ.liO S lO.OO per acre, but not less than S 1,200 a yur for each .,..til capable: ofproduc:in& 011 or au 1n pa)1na quanttucs To be efTcchw, each 1nitial shul·in otl OC' au royahy 
roost be pa id on or before: (l) the cxpinrion of the primary term. (2) 60 days after the Lessee ccasu to produce 011 or aas from lhc !cued prcmscs, or (l) 60 days after Lc.sue C0"1)1ctcs 1 dnllin& 
or rework in& opcnt1on in accordance wilh the lcue provuions: wh1chevcr date is latesl tr lhc shut·in oil or cu royalty is pa1d. the lease shall be considered lObe a producinc lnse and the 
paymcn1 shall u .ccnd tht 1cnn of the lease for t period or one year from the end of the primary tenn. or &om the first cby of the month foUowin& the month in -.hleh productJOn c.cucd. and. after 
that, tfno suitable producttan fac1hbcs or su1tabk market fot lhc 011 or cu u•su. Lcsstc may u1cnd the lease (or four more succcuivc periods of one (I) year by payma the same amounl uch 
year on or before: the upU"Jrion o f each shut· in year. 

11. COMPENSAT ORY ROYAL TIES: ((, dW'ln& the pcnod the lease is ktpt in effect by pa)1TICnt of the shut·in 011 or au royal[)', 011 or zu IS so~ and dchvcred 1n payin& quantlflcs from 1 
well located within one thousand ( 1,000) ftct of the leased premises and completed in the nme producina rc.st:rvoir. or (n any cue in which dn inaa:c is otcw'rin&. the ri&ht to continue to m~u ntain 
!he lease by pay;n, the shul·in oil or &JJ royalty shall cease. bul the lease shall rcrnun efrccll\oe for the n:ma1nder of the year for ... ruch the royalty his bc:t.n pad The Ltsscc may matntaan the 
lusc for four more suc:cc.ssive ycal'1 by t.uscc p~yinJ COft1>CnJitOry royalty al the royalty n1c pmYKtcd tn the lease of the ma1ket v.luc of production from the well causm1 the dn ina&c or which 
is COrllJleted in the same producma reservoir and within one thowand (1,000) feet of lhc: leased prcrruses. The con1>tns:acory royalty is to be Plid monthly to the: Commwionc-r bcJinnin& on or 
bcfon:: the last day of the mon1h foiLowina the month in which the 011 or 1as is produced from lhc v.·cll causina the dra•naae or that 1.J COf11'ktcd tn chc same producina rcsnvoir and kKaled w1thin 
one thousand ( 1,000) feel of !he leased premisc.s: 1f the coq»ensatory royalty paid in any 12·monlh period ia; in an amount less than the aMual shu1-tn oil or au royalty, Lessee shall pay an 
amount equal to the difference Wlthln thirty (30) day.s from the end of the 12·month p<riod: and none of these provision.s will rel ieve Lc.ssce of the obli&ation of reasonable development nor the 
obliption to drill offset wells as provided in N R.C. Section Sl 0)4; however, al the dcterminauon of the Comrnusioncr, and with the Commissioner's wnttcn appro~~ the pa)'111Cnl or 
COI"fll'C-nsa tory roy.alues shaU sarist)t the obtiaation to dnll ofTsel wells Co,.,en.sacory royalty paymentS v.hich arc not timely pald will accrue penalty and uncrtst 1n accordance with Para an ph S 
o ( th1s lease. 
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13. EXT~SIONS: If, 11 the cxpln tion of the pmmry tcnn of dus lnsc, producbOn ofoal or 111 hu not been ob11ancd on the lcucd prcrruse.s but dnllm1 opcnoons IIC bcLnl conducted 
thereon In lood f.a ath and In l lood and workmanlike manner, Lc:.snc rNy, on CW before the uptnhon oflhc pnmaty term. file IR the Qcncl'11 land Omcc wntkn apphntton &o l.hc. Conll\IUtOncr 
oflh< Oencnl L>nd Oflke r .. • lhuty (JO) chy u l<nsoon or Ibis lu se, KCOf11lanocd by payment ornv •• Thowand Dollm (ll,OOO 00) lflbos ..... (0\~ll SIA hondted fony (640) Kt<J 0< .... 
and s .. Thousand Dollan (S6,000.00) If Ibis kue C<l\m ,..,, . lban SIA hW>dred fony (640) l<fU and Ill< Commwooner shill, '" "'"""'" ul<nd llw leU< ror a tinny (JO) chy penod fn>m and 
a ncr lhc uparauon of the pnmu y u.nn and so lana lhcrn ftcr u oil or ps u produced U1 pi)'IRI qu.anuuc.s, proVMkd furthtr, lhlt l.Hscc may, so lana as such dnlllnc opcrauoru art be'"& 
conduckd make like. apphca..on and payment dwin& any thirty (JO) day u.-.cndc:d pcnod for an addat.onal utcnsaon of tluny (lO) dlya aOd. upon rcccapt of aucb appl~e~uon and pa)mcnt. thc 
Con¥\ussloncr shall, an wnuna. apin u tcnd lhis lcuc so that sam: sNII rcm.1an 1n force for such addn*oMI \huty (lO) clay pcnod and s.o ton& thc:ruf\cr u oal Of JJJ 1.1 produced ~ 1)1)'~1 
quan11ucs. proV\ded, hov.ever, tlut thu lease: shall not be t.Attndcd for more \han • tot~l of thrte hW1<1red ninety (190) dlys &om and after lhc upirarion of the pnm1ry tenn wtlus prvducuon m 
payan1 quant111cS has been obt~ aned 

14. USE OF WATERi SURfACE: Lcu ce shall have the ri¥ht 10 usc water produced on sa1d land ncc:cuary for ope:nrions hcrcWldcr and solely upon the: leased preCNscs~ proV1dcd. however, 
Lessee shall not use pot~ble Wiler or water swtable for livestock or im aadon purposes for water flood opc~ttons without the pnor wnuen consent of Lcuor S\lbJCCtiO 1lS obllcauon to pay 
swfacc danaau. Lessee sh.JII have the n&ht to u.sc so much of the sw-face of the land that R\01)' be rcuonabty ncccwry for d.nlhn& 1nd ope., tin& ...,clb and nrupotttnK 1n..! nar .. ctiRI ~ 
produc:hon there &om. such usc 10 be conducted under c:ondioons of lu st U'UUI)' 10 lhc surface of \he l&nd Lessee shall pay surface ~maacs m an amowu set by the Gcncnl Land Office fcc 
schcduk owtueh IS effecuvc on the cbte \olio hen the acttvuy rcqwnn& the p~ymcnl of swfuc damaccs occurs 

IS. P0l.LUT10N: In dc\c~ana tlu.s arc•. Lessee shalt usc the luahcst de pee of nrc and all proper ufcau:mls to pR\c!\1 polluoon W1thout lurutma the: (orcauLn'- polluuon uf couul 
\'<'ttland.s, .ut~l ...,.a tcrways, nvtn and tn~W'Idcd ..... a ~er shall be prc ~~nt~d by the usc of conuumknt facahtK"S suffttw:1\l to ptncnl spalll¥t, SCcp3.JC or vound '*~lcr contam•n~uun Ia O~e t\tnl 
of pollutiOn, Lcuec shall usc all means at its di.sponl to rccapcw-c all c.sCJpcd hyd.roc:arbons or other polluunt and shall be rCJporuibtc for all d.1rN&c 10 publiC and pm1tc propcn•cs 

(A) UPLANDS: l.cucc sholl bwld and rNIRIItn fencc.s arow-od ns slush,'""" · and drlln>¥< pns anol link bancncs so u 10 prur«t h•<SIO<k a¥111111 kl>J. Ibm>¥< ur IIIJIII), •nol llpUII 
con1)1cb0n or ab,ndonmcnl ohny ¥~. ell or ~clls.Lc.ssce s~ll fiU and lc\clall sl~h pu.s and cdbnand COQ1Jictely clan..., tbc dnlhn1 Site of all Nbbu!llbcreon 

(8 ) SUB,\I£RC ED LA1' DS: No cbsdur&e of sol~ .... -ute or prba&c sh.IU be a.Uo-Aed 1n10 Sc.atc ¥~.aWl from aay dnlhna or suppon 'e.sscls. prodw:taw~ pLatform. crew or •~.~FPit t»o.&. 
bouac. j&Ck .. up "I or ocbcr ~qU~pmcn.t loa. ted on the lc"J.std aru. Sobd ¥~o-'Utt WU lfV'Iwdc: but shall not be btn1\Cd 10 cODUww:n. c:quapmc:na.. Nbbu.h. pbsbC:, &Lus.and any other min INdc noo­
btOdcpcbble 1tem1. A SIJD must be dupla)cd m 1 tup cnfTtc aru oa all \CJKls and manned platfonns staunc. •Oischl.rac of any sobd v.--u&c or P~IC uuo Stuc Waters &om 'easels or 
platforms lS stncdy protubucd and nay subJect 1 State ofTe.us lcuc to forfe1ture • Suc.h sutemcnt shiU be: U\ lencnna ofal ka.st 1· 111 sac. 

(C) RIVERS: To l.hc eJ.tcnt nccesnry to prevent poUuuon.lhc proVIStON fou.nJ 1n subsccuons (a) and (b) ofttus pan,nph shall also apply to O\cn and merbcJs 

(0) PENAL TV: Fa1lw-c 10 C0111JIY ,.,th the: rcqull'cmcnu: oflhi.s pro~&staa may rc.sult 1n tht mumlWn penally allov.ed by law ancluJana (or(eltufc of the lease l..uStt sJylf be hible fOf the 
d.;amaacs c1UJcd by such fatlure 1nd 1ny cosu and e.t.prcnsc:s U1C:wtcd Ul duruna ale&l • fT'cc:tcd by the dlSChar&cd "'"~~tt 

16. IOEl''TIFICAn ON MARKERS: Lc.ssc:e shall creel. at a duu.nc:~ ncH 10 c.a.«C'd I"-CIV)'·fhc (lS) (eel tom eacll...,dl on the prctTUCS CO\ Ucd by Um kuc. a kpbk 11p o• ... t..cb WIJ 
be suKd t.hc ~Umc of the opc:ntor, the k a.sc cksrpauon and the v.cll nwnbcr Wlw:re rwo or more ...,ciiJ on lbc s.amc lcuc or \olo'htrt "''ells on rwo or mot"c kuu •rc COMCcted 10 the: wmr: u.nk 
balt.tf)', '*hcthtr by 1nd1vtdual flow line connechON dU'eCt 10 the Llnk or u nls or by usc of a mulnplc he-ader system nth hnc beMccn u ch v. ell and such unk or htadcr shall be lc11bly ldcnur.cd 
11 all tames, cuhc:r by a firmJy altlchcd ta& or plate or 1n Klcnti ncarion properly pauned on such lme Ill d11Unce not to u.cec:d three (l) feet from SIX'h Link or hc1dcr COfVIC'CbOn Sa1d SI,IU, ~p. 
plaitS or olhcr ldcnlir;cadon nurb rs shall be rN inuincd '" a le&ible c:ondiUon lhrou1hout the tcnn of thiS lease 

17. ASSJGNM ENTS: Titc lease may be tnnsfcrred at any tunc; prov1dcd, however, thai lhc hab1h1y of the trarufcror 10 properly dt.sch• rKC: 1ts obhJIItOn I.U)dcr the: lease, u\Ciud1n1 properly 
pluuu1aabandoned wells, rcmovinJ pbtforms or pipchncs, or remcdiabon of conu.minauon 11 dnlls1tt.J shall pus to the tnn.sferec: upon the prior wnnen consent of Lhc Corrvnwloncr o(tht 
GenerAl Land omcc The ConvrussioDCr nuy require \he transferee to dcmonsu·"c linanc~l ruporuib1lll)' and IN)' require a bond or ocher secvnry All trniSfcrJ mu.st rcfcrc:nce the kue by the 
file number and muse be r«ardcd m the counry 'Where the area a.s located, and the recorded transfer or a copy ecru fled 10 by the County Clerk of lhc councy 'Where the UJnsfcr lS recorded ~TJ.Ut be 
flied 1n Ill< Oen<nl land Office """''" ntn<ly (90) chys oflh< u«ution chi<, u pn>Yided by N R C SetllOn 52 026, K<-JU<d by Ill< filma fee preS<nbed by Ill< Ocnenl und OfTicc Nles 10 

effect on the date of receapt by the Gcnen l Land Ofncc of such ITinsfcr Of ccrulkd copy lhcrtof Every rnnsfcrec: shall succeed to all naJu.s and be subject ao all obha•t.ans. ll.lbdmcs, and 
pc~lbcJ O¥~ocd Co lhe Sli\C by the: on&inalltssc:e or any poor transferee of the lc:uc, tneluchn& any li;~b•hUcsiO the sgcc for unpaid ro)'lhlCS 

I I. RELEASES: Lessee m~o y •elinquish the n~hu ~nted hcrcu.ndcr 10 lhc State 11 any 11mc by rccordlll&lhc rchnquuh.rncnt m the county ...,here lhltlfCI IS Situated and fihn&lhc rcc01dcd 
rehnquashmcnt or cenrtied copy of same in \he Gencn l Land OfTac:c ""'llhLII nLnCt)' (90) da)'S at\cr 1U uccutiOn ICCOI11)1Ned by the tlhna fcc prc.scribcd by the Gencnl Land Office ruks Ln effect 
on the Wtc of rc«1pt by tM Gencnl Laod Oflke o( tuth rt.hnquishmtnt or ccrnf~ed copy thtKO( Such rchnqulShmcnt '*ill not N~ the effect or rt:ICIJlf\1 Leuce &om aoy IAblhty thcrciOfote 
ICCNCd In favor of the Sutc. 

19. Ll L' : In xcord.ance .... ,m N R.C S«bOo 52 I )6, thc Sutc shall h.ne a f.nt ben upon all od and 111 produrcd &om the IJU co\~mS by Ws kuc \0 sccw-e payment of a.ll W1JnJ ro)-altt 
11ki Olhtt sunt1 of money tbat may become due under dus lusc.. By acceptance of ltus km. Lcuce cnnu the Sl.lte, an addJooli co me hcca prov»td by NRC. ScchOa S2 1 )6 ud any other 
apphcable s~I'-LOI)' hen. an uprw concnebW h~-n on ud sccunl)' mtcrc.st 111 1U kucd rn&ncnls mand utncted &om t.bc leucd prcn1a.su . all prcxt'Cds .... tucb nay accrue 10 Lcucc from &he uk 
of such kucd mancrats • ...,.hcthcr such proceeds arc held by leSS« Of by 1 tlurd party, 1nd 111 fu.ruru on and lf11H'O't"Cmtnts co enc kascd pRrruus u,s.cd m tOMCChOft ...,1 th the ptOducuon or 
p~ClSI.RJ of such ltucd m.ncn.li U1 order &o secure !.he ptymcnt ohll fO)'IIUcs or other amounts dt~t: or 10 become due under thu &cue and to scc:wc payment of any darN&U or kJss chit Lessor 
n\ly suffer by rca.son o( Lcmc1S breach of any CO\enant or condat.on ofthas lease, whc lhc:r uprcu ot Uf1)hed This lien and sccunry lnttrcst rNY be foreclosed v.-rlb or '*lthout cowt procccdLnJS 
tn lhc: manner provided an the Tatlc I , Chapter 9 of \he Te.us Bwrnes.s and Commc:rte Code Lessee 1pns that the Comrnlu.oncr may rc:qwrc lessee to ueculc and record such anstn&mcnts 11 
rmy be rusonably necessary LO acknowledae. 1ttach or pcrfc:et Ous hen. Lcucc hereby reprucnu that there arc no poor or t'4)Cricw II('N ansma &om 1nd rt:labn& 10 Lc1SCC's lcbvtbcl upon lbc 
abo\e-dc.scn'bN propcrt)' Of &om Leucc's acqws•uon of thiS least Should the: Convnw10nt:r at any tame dctermnc that t1u.s rcprcscnubOII u noc cruc. \hen the CommasiOnC'r m~y declare thiS 
lusc forfcu~d u proVldcd herein. 

10. FORFEITURE: lf l.c.sscc shaU fail or re fuse &O md :c the paymcn1 of any swn v.-athan thuty ()0) days 11\cr It becomes due, Of afl.c.uce or u aul.horuc4 aacnt should U»'olran&l)' rNle any 
raise return or false rcpon concenuna production or dnlhna. or ,r Lessee shall fa1l or refuse 10 dn11any oiTsc:t '4el1 or ""ells •n &ood f:uth u rcqwrcd by llw and the ruSes and rcaubbons adop,cd by 
the ConVNssioncr of the Ocnenalland Office, or af Lessee should fall to file rcporu in the maMCr rcquucd by law or fa1l to con1)1y w•th Nics and rc&ulll.oru prornulaatcd by the General LowJ 
Office, the School Land Board, or the R.lilroad ConvnissKm, or refuse the proper authority acccs.s to the records pcnainina to opcn lions, or if Lessee or 1n authorized aaentshoWd know ln&ly fail 
or refUse to JWe correct mronNtlo n to the proper authority, or knowinaty fail or refuse to furnish the Ocncr"'t Land Office a correct loa of1ny well, or if L.css« shaU knowm¥1Y vtolalc any of \he 
nliltcnal prov11Kms oflhls lcue, or afthis lease is u si&ncd 1nd the: assianmcnt it no1 fi led in the Gene,.! Land OffiCe u rcqu.irt:d bylaw, the ri&hts acquired Wlder 

lhas lcue: shall be- SubJ~CI to forferturc by the CorM'u.SJioncr, and be shall fOtfe:u same when sulf~t.cntly anformtd of tht racu \olo>tuch authorue 1 forfcuwc, ancl..,bcn fOC"fcat.cd the aru tNUapm 
be subjec t to kuc 10 the tu&hcst bNSdcr. under lhc wne rt autauons controlbna the onc1n.al ulc oflcucs Ho-A~\U, noduna bcrcm sha.U be construc:d u v.-aaV1nl lbc l utorNuc t.cmunaDOn ofthtJ 
lease by opcn.t)()n of bw or by ruson of any spcciallinuta bOD ansilla hereunder Forfertwu nay be set uldc and this lcuc and aU nahts thereunder rclast~tcd be fort the nahu of uotbtr 
rnttrvcnc upon SJusfaccory evidence co t.hc: Corrm.Wionc1 of the General Land Offitc of nu~n: con..,laa~ .. c .,.,,th lhc: provi.sioM of the law and of this lcue and the Nics and rc&~bON thlt nay be 
adop\Cd rcbuve bcrcco 

11. RIVERB£0 TIV.CTS: In the: u ent this lease coven a riverbed. Lc:s.scc is hereby spctlf\cally an.nte:d the ri&ht ofcmwnt dorN1.11 and condcmnauon u provided for U' N R.C Sccoons 
$2 092·$2.091, u a part of the considcr~tion JroV\RIIO Lc:uor for lhc c:ovc.na.ots hc.rtUt made by Lu.scc 

ll. APPLICABL£ LAWS AND DRJLLING RESTRICTIONS: Thu lease sholl be sub)«t 10 all Nl<S and «cWallOCS. and amcndmeou lher<IO, pron-..lpl<d by Ill< Q,..,...,_, oflh< 
Ocnml land Offi<e &Ovtrlln& drllliD& and prodii<UI& operolioo.s OG PcrtNn<nl Free Sehool Uno! (spe<dlully ln<ludm& any Nics promulpled lbat relal< 10 plans or opcnuons~ paym<IO or 
royalbU. and •uditina proc::cdl#U, and W1l be s~CCI to aD O&bcr vahd st.uuta, Nka. rcpbr:.ooa. ordc:n ud orcirAaftC.c.s lhat may affect ~boN undtr &he Pf'OYdiOOil or lhd kuc. W1cbout 
h"'""' the &<n<roluy or Ill< rorc&OiD&. Wsc< hcr<by '"""' by""' a«<pean« or ""' ...... 10 be bound by and ..tlj«<IO aD SUII*Wy and «cWaiOry pn>VISlO<IS relaWI& 10""' OciiCrol L>nd 
Ofrlce"s 1udlt b1U1Q1 notKe and audil bu ri.np proc.cduru. 51~ provbKms trc cumn&Jy found at 11 Te.u..s Ad.tNnucntivt: Code. Oupkr 4, and To.u Nanni Raowt.cs Code: S«tlOIU S2 US 
and S2.1l7 throuP S2.140 In \he: cvt:nt this k uc covt:n Land fn.nchucd Of lea.sc:d or O&hcNuc lASed by 1 n.&V1pUOn dutnct or by the UNttd States for \be purpG.M: ofnavapuoa otothcr pwposc: 

• • ! 
• • • 
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1nctdcnt lO I he opcr1110n of a port.lhe.o luscc shall not be: cnt1tkd to enter Ofpouc:t:J JYCh lind Wlthoul pi'* lppn:tvtl u P""YMkd under S«tton 61 .117 of the Tc.us W atC'fCock, b\.1 Lcs.sc.e. shall 
be: cnttdcd to ck\-clop suc.h land for od and au by dirttt.onaf dn1hna. provtekd. hov. c\"tt, thlt no s-urface dnlhn& lounon may be nurcr dun 660 feet and spccaal pcmus.oa from &he 
Cormuu.oncr of the Gcncnl Land OITicc is n«unry to makt any surf1tc location nnrcr than 2,160 feet mruurcd at richt anclu fi'om lM ncarul bu.lkhtad luw: or fi'om &hc Mltf1t dftdacd 
bonom cd&c or any channel. shp, or tununs buan ""hkh hu been authonztd by l.hc Uruttd St.atc:s as a fedtnl projec:c (or ftnwc consD"UC.lion. .. tuchtwr as ntl!tr 

ll. REMOVAL OF EQUIPME.NT: Upon &he lcmunation oftlus kuc: for a.ny ClloiSC, Lc.ucc shall not.ln any cu:nt. be pcrmutd to rttnO\'C lhc c.a11n1 or any pan of the cqwpmenl from any 
produc:ma.. dry, or abandoned well or wells wtthout the: wnncn corucnc of tht Corm\lsstOner of the: Ocncnl Land Ofncc or h1s authonzed rtprucnuuvt-, nor aha II Lc.s.Kc, ,.,thout k .. "Tlncn 
colt.Scnt of uad Comnuutencr or hu J.uthoriu:d rcpmcntati\"< removc &om the: lcued prcmuu the CUUIJ or any ot.hcr ~wpmcnt. matcnal maduncry. appha-nccs cw property owncd by Lcmc 
:ard u.wd by Ltsscc 1n 1M dcH'opmcntand productiOn of odor au thcrdiom u.ntd all dry or ablndoncd •ells hl\ e bun pluned and unulall slush or rtfl4t pus have been property fit1cd and all 
brol..cn Of dtJnrdcd lu"'bcr. rNChlntry, or dcbns siUIII have been rtmoved from tht premi' CJ to lhc sans factiOn or the nMi ComtTUmonc:r or htJ authonzed rcprtscntJtave 

: .a. FORCE MAJEURE: Shoukt lessee be prevented from con1JI)'IRJ waLlt any uprcn or ln..,hcd CO\·entnc of th1s kau, hom conductln& dnlhnJ opcrauons thereon, or from ptoduc•na o•l 
and or JU therefrom. a ncr d fon made in &ood (lith, by fU.$0R O(Wit, rebclhon, nots, JlnkCS, lifU,ICU of God Of any Order, t\l.le Of reaulatlon Of iOHmmenl1lauthority, then "-h1le SO prevented, 
Leuee's obhaahon 10 coft1)1y with such covenant shall be susptndcd upon proper and SillS factory proof prtscnted co the Conuni.u ioncr of the Oeneral La nd Office In support of Lusce's 
contenuon and lc:.sJCe sh•ll not be liable for dii"NIJCS for fa1lure to Co111JIY thcrew1th (ucept U, the event of luu opcr~rions JWpcnded as provlded in t.hc rules and reaullllons adopted by the 
School land Board), and this lease shill be e-tendcd 'A'hllc and JO lonaas l.csscc IS prevented, by any such cause, ftoom drilhna. rcworkmJ opera hOm or produc:me oil and/or au from the kucd 
pfttnlSC'"S, provtded. ho-.cwr, that noth1n1 here!R shall be constNcd to suspend the pa)'1'T'I!:nt ofrtnttls dunn a the pnmary or u tendcd tenn nor to abnd&e Lc.s.see's nJht 10 a suspc.nstOn Wldcr any 
1pphnblc Stat ute of thts Sutc 

15. LEAS£ SECURITY: LesS<< shill take 1h< hoch<st deem orurc and allptOp<r sar<c~~>l'lb 10 prol<<lsaod r~<~nuu and 10 p«\Cntlh<R orool,cas. and olh<r hydzotaoloons p<Oduc«! from 
satd tcau Th1s nKiudu. but lJ not limited 10, the inst.a11Jrion or all necc.ssary cqwpmcnt. sc•ls. locks. or other appropri11e prolcct.l\'t devtc.cs on or at all access pouus 11 the lc.m's productiOn, 
&athcnna and stonac systems where theft of hydrocarbons can occur Lc.ucc shalt be li~blc for the loss or any hyclroc-arbons ruu!ttn& tTom theft and shall pay the St3te ofTuas ro)'"llbu thereon 
as provided herem on all 01l &U or other hydroc.aibons lost by ruson ofthdl 

16. REDUCTION OF PAYMENTS: 1r. dunncth< pri""ry t<rm. a p01110n orlh< land eovcr<d by tim leas< u lll(lod<d Wlthonlh< boundanu ora pooled unn t1oa1 hos b«n •J>PfO'<d by 1h< 
School Land ~rd 1n accordance w1th Narural RC.SOW't"cs Code. Sections Sli.SI·Sli.Sl, or t( at .any bnw aft.c.r the: upvation o(lhc pnnry term or lhc- n.tcndcd lenT\ this lease CO\""tn a kuer 
nunOc.r of acres Ltun ~ tau; I J.mount dc.scribc.d hc.ttm. paymt.nts that are made oa a pn- Kl"C basas hc.rc:undcr shall be rcduttd ac:COfd~naiO the nutmcr of acres pooled. ttkucd,IUrT'C.dued. ot 

othc.fVo-, K scvcrc.d. 10 Ltut P~ymcnts detcrmmed on 1 per J.t rt but.S under the terms o( thtS kue cNnna the pnmary term shall be cakuJated based upon thc nwnbcr of acres outstde the boundlnu 
of a pooled wut. or, 1fafter the up1~tion of the- primary term. the nwrbc:r or acres 1tN11Iy rct~~uw·d and covcml by thiS lcuc. 

n . SUCCESSORS AND ASSICNS: The tO\emnts, cond1b0ns and arrc:em:nts conu1ncd hcrttn skill utc-nd 10 and be 1Mdsna upon the hc111, utcuton. adnwnu tntors, succes.sol"' or 
w irns ortcucc herem 

ll. ANTIQUITIES CODE: In the: evc:nt tkat any feature ofarehcolo&Ka1 or hulonut interut on Pemuncnt School Fund Land tJ cncouruucd dWlnJ the actaVJIIU authoriud by du.s lease~ 
l.c.Jsc:c ...,.,u imrncd11tely cnsc attlVIheJ and wiiiJmmcdtatcly not1fy the General Und Ofr•cc (A n"N Archaeoloaut. Asset Manaaem:nt DlvtJM)n, 1700 N Coo&rw Ave, Austin, Te.us 71701) 
and the Tuu Hi.stoncal Comnuuion (P.O Box 12176, Austin, TX 78111) so \hit adeqUAte muswes may be undertaken to protect or recover such discoveries or find ings, as appropri.atc Lcuec 
IS expressly pl.aced on no rice or the Natiol\ll Hi.storical Prcsctv1tion Act of 1966 (PB~I9·66, 10 St~tute 91S, 16 u S.C.A 470) and the Ant tquitiu Cock orTcu.s.. Chapter 191. Tu.. Nat Cock 
Ann (Vernon 1991 &: Supp 1991). On Slltc.-owncd land not dedated to lhc: PcMNncnt School Fund, ktscc shill nonry the Tuu Hutoncal Cormvssaon before brc.akJ.n& pound I I . pfOJeCI 
locatiOn An archaeoto&tul survey nuaht be rcqwrcd by the c.onvnw10n before consb'UC:tton of the project can convncnce Fun.hcr, tn the: event that 1ny sue. obj«\ loc.ation. t 11Jfact or other 
future. of archaeotoa.cal, scientific, educational. cultunl or hi.scoric interest is encountered durinJ the activities authorize by thas lease, ICJsce w;u u~dittely nohf)' lcuor and &bt Tu.u 
H1stonc.al Corrvnisstan so tNc adequate mcuures may be undertaken to protCCI or recover such dlSCOVUlC' or A.ndlnJS, as appropnatc. 

19. V"ENU£: Lfssor and kSSt.c., ancludtna1c.sscc's suece:s.son and USIJN, hereby •pee that \enuc for any diJPUlt ansU'I& oul of• ptOV\JIOn of~ts lcuc, 'A'hcthcr uprusor t~hed. reg:aniln& 
rn1c:rprc.tallon o(1hiJ lc.m. or rciiiiRJ in 1ny w1y lo this lease ot to apphcabk Cue law, Jl1tutc:S, or admini.stnhvc NkS. shall be: tn a coun ofco~ttntjurUdK.flon located in T~\11 Counry. S t.alt 
ofTuu 

JO. LEASE FILINC: Pursuanc 10 Oupter 9 or the: Tu. Bus &. Com Code,thts lca.sc nut be fikd or rc.cOfd "' the omc.e of the County Ckr'c 111 any county •n •tuc:h all or 1ny PJr\ of ~he 
lnud premm ls lot• ted, anJ cc:n1r.c:d topiCS thereof must be file-d tn the Gmc.nl Und Ocnce The prac:n'"bcd lihnc (ce shan •ccompa.ny lhc cc'rtllkd cop.a sent liD the Gcoc.f'l-1 Land ~e 

• . . • • • 
• • • • • 
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IN TESTI~IONY WII EIIEOP, '""'""'the: SI¥Jlllllre of the: Conv1 UIO[l<'l.ofd..lQcneh/ia).s ' . 

<;,.. '><:.· 
.. /._ _t ' '"', ""' 

~TATEOP --r~IIL-A:'> (CORPORAT ION ACKNOIVI.EOGME.~ 
COUI,TYOI' (\ .. ,b at .. At-...\0 

BEFOR.E ME. the: unden•ancd aulhonl)l.ondus daypenonallyaopcmd t.:>T.L..L..:"l:. eM B c. rl B I t:A~--
l nown co nw: to~ the: pc~ .,.hose n.JJ'T1C: &S subtcn~J 10 the forccoana uutnuncnt.asl'o c; :::SX Ot;..)...kT of 

C .... H, BLE Akrt "PR..ri?IC'.~"1':te:.~ ~ \..1, C'~ and acknowledved 10 me INI he mcu1ed the:""'" 

for~ purposa and constdcn110n lhtrcm «prc.sKd. m the capac1ty stated. and as the act and deed of utd eorpont.on 

Go\Cn under my h>nd and sui of olfO<c llus the: \ ~ dayor~"3 __ _.,~, ...... N,...o:::::.~------Jzo C)(o 

tV. act:D (0 L C t1>IDO 
MASHALA K. CROSS 

Notarv Pubhc. State ol Texu 
My Comm1ssion Expires 

Nawy Pili> he .. and r.. :r.. )l A =:::. 

7 ·16·2008 

STATE OJ' ___________ ___ ( INDIVIDUAL ACK.,OWLEDG~I ENT) 

COUNTY OF _______ ___ _ 

Before me, the undcrs•encd authonty, on th11 day pcrsorully •ppnrtd. ____________________ _ 

lnown lO me: lObe the pcrsOAS whose namn arc subKnbcd 10 the forcaoana uucnuncnL and :a.-;\.no.., ktJ,c;J w n'C ~~\hey uccutcd lhc 
same for the purposes and constdcnbon thercln upruscd 

Given und<r my h>nd and au I ofolfoccllus lhc: _______ <ioy of __________ ___ ~ 20 ___ __ . 

Now y Pul>bc 111 and'"'--------------

~· 

------·--- 00 PktMSIUt. Ill rlt 1• · • 
... ,It ~v.Ok 011 USE OF 111£ DESCR:Ul!l ht; •• I .• ·t ... 

OIIIIAC£ IS IIIVAl ln AAIIIJ;, 'foi L.i' •·· f ; .. 4~ 

I~ 

A.D. 2006 1: 31 
JUNE 
JUNE A. D. 2006 10:00 

FILE N0. _ _;3:._0_2_1 __ 

FILED FOil RECORD 011 TIIE._--:::--:::6:::TH ___ DAY OF _ ___,ULI:U..--- ----

7TH 

PAGE 

P. 

A. 
DULY) llECORDED OM ~ DAY . OF 

BYai'\U ~ ~wDEPIITY DIANNE 0 . FLOllEZ, COUNTY CLERK 

llEEVES COUMTY, n::IAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tne above and loregotng s a fu true and correct pnotograpn c copy of tne 
ong na record no11 •n my •a,•, '" cus:Ody and possess on as the same s 
f·'ed record.fQ 1n the P!!b'c records of my offiCe found 111 VOL ~ 
PAGE~ -t-1Ri.55 oFHEM:bsPUBLrc 

1 hereby centhed on ~6__ 

. 
• • • 

• : : ! • 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKlAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY FEBRUARY 1, 2007 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

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

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

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 15 Short Desc: ALL 

PAYMENT RENTAL 

LEASE NUMBER TX2330061-000 LEASE DATE: 4/4/2006 
ENTRY NUMBER: 3021 RECORDED: BOOK 734 PAGE 550 

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 

m-fd_p3oj 

PROSPECT: DIXIE LAND 
COUNTY/PARISH REEVES 

Tax 
Acct: 

$5/AC FOR DELAY RENTAL 

COPY FOR 
YOUR RECORD 

IMPORTANT Subtotal 

BANK SERVICE 
Date Received --------------l CHARGE$ 

The attached check is for the person(s) named above. Please date, sign 
and retum 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 retum the receipt on the day you receive II. If 
correspondence required, please make reference to lease number. 

EAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 

OKLAHOMA CITY, OK 73151\ 
4051848-8000 

Sign Here ---------------1 Grand Total 

Check No. 
BY-------~~------~ Title 

•• • • • • • •• 
• 

.... 
• • • •• • 

• 
•••• . . 
•••• 

••• • • • •• 

STATE TX 

AMOUNT 

3,200.00 

3,200.00 

0.00 

3,200.00 

26993 

26993 

AMOUNT 

$3,200.00 



• •• . . . 
•• • 

•••• • • • . . . 
• 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY FEBRUARY 15, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

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

4/4/2008 TO 4/4/2009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 15 Short Desc: ALL 

PAYMENT RENTAL 

LEASE NUMBER TX2330061-000 LEASE DATE: 4/4/2006 
ENTRY NUMBER: 3021 RECORDED: BOOK 734 PAGE 550 

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 

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. 

EAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY. OK 73154 

405/848·8000 

•••••••••••-•••••3,200 • DOLLARS • 

PAY 
TO CO~MIS lONER OF THE GENERAL LAND 

TH~ OFFIC~ OF THE STATE OF TEXAS 
Ali>ER STEPAEN F. AUSTIN BUILDING 
OF 1700 NORTH CONGRESS, SUITE 600 

AUSTIN, TX 78701 

PROSPECT: KING EDWARD 
COUNTY/PARISH REEVES 

Acct: 

$5/AC FOR DELAY RENTAL 

COPY FOR 
YOUR RECORDS 

DATE 

02/15/2008 

•• • • • • •• 
• 

•• • • • • •• 
• • ••••• • 

• 
•••• . ' •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

3.200.00 

AMOUNT 

$3,200.00 
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jERRY PATTERSON, COMM ISSIO ER 

June 23, 2009 Certified Mail# 7007 0710 0000 5379 5139 

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

RE: MF-106300: Section 10, Block 45 
MF- 106308: Section 13, Block 45 
MF-1 06309: Section 15, Block 45 
MF-1 06310: Section 23, Block 45 
MF- 1 0631 1: Section 26, Block 45 
MF-1 06312: Section 36, Block 45 
MF- 1 06313: Section 37, Block 45 
MF- 106314: Section 39, Block 45 
Reeves/Culberson County, Texas 

Dear Mr. Chalfant: 

Our records indicate that the captioned leases have terminated for failure to pay the delay rentals 
due April 4, 2009. 

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

If you have any questions regarding this assessment you may contact me at 5 I 2-475- I 579 or 
Deborah Cantu at 512-305-8598. 

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

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

Post O flicc Box 12873 · Austin, Texa~ 787 11 -2873 

512-463-5001 • 800-998-4CLO 

www.glo.state.rx.us 
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