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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: IX Zip: 79702 
(Include +4 Code) 

Telephone: (432) 684-9819 

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

Blockfiso.: 45 Section/Tract: 23 Acres: 640.80 
(If Applicable) 

(A) Bonus Amount ($}208.260.00 

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

(B) Sales Fee Amount ($}3. 123.90 

Three Thousand One Hundred Twenty Three and 90/100 
(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 

Chalfant Properties Inc. _______ _ 
(same as above) 

(signature) 

William A. Cha lfant 
(type/print name) 

--
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BONUS AMOUNT ONLY (A) 
(Do Not include sales fee) 

($)208.260.00 
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.. Lease Form 
Rtvlstd I 0199 
Sun •eyed School Lond 

%lusttn, \rrexas 

O IL ANI) GA LEA E 
'0 . i\1-106310 

W IIER EA , pursuam to the T exas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subehapters A·D and II, (said Code being heremaner referred to as N.R.C.). and subJeCt to all 
rules and regulations promulgated by the Commissioner of the General Land Onice and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said 
N.R.C., the following area, to-wit: 

SECTI ON 23, BLOCK 45, P llLIC SCH OOL LANO SURVEY, REEVES COUNTY, TEXAS, CONTA IN ING AI'PROX Ii\ IATELY 640.8 ACRES, AS SHOWN ON T HE 
OFFICIAL 1\IA I' O F REEVES COUNT Y, TEXAS OW ON FILE I T il E TEXA GE ' ERAL LANO OFFICE, AU T l , TEXA , 

was, a ncr bemg duly advenised, offered for lease on the 4'" day or April, 2006, at 10.00 o'clock a.nl, by the Commissioner of the General Land Office of the State ofTcxas and the School Land 
Board o r the State o f Texas. for the sole and only purpose of prospecting and dnlling for, and producmg oil and/or gas that may be found and produced from the abo'c descn"bed area; and 

WHEREAS, aner all bids and remittances w hich were received up to said ume have been duly considered by the Commissioner or the General Land Onice and the School Land Board at a 
regular meeting thereof in the General Land O nice, on the 4'" day of April , 2006, hereinaner the "effective date" and it was found and detemuned that C IIALFANT PRO P ERTIES I C whose 
address is P.O. OOX 3123, 1\II OLAN O, TEXAS 79702 had oncred the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease thereon: 

NOW, T II EREFO RE. I. Jerry E. Pallerson. Commissioner of the General Land Onice of the State of Texas, hereinafier someumes referred to as "Lessor." whose address is Austin, Texas, by 
vinue of the authority vested in me and in consideration of the payment by the hereinaner designated Lessee, the sum of T"o llundred Eight T housand T"o Hundred ixry A nd 001100 
Oollnrs (S208,260.00). receipt o f which is hereby acknowledged and of the royalties. covenants. stipulations and conditions contained and hereby agreed to be paid. observed and performed by 
Lessee, do hereby demise, grant, lease and let unto the above mentioned bidder the exclusi,·e right to prospect for. produce and take 011 and/or gas from the aforesaid area upon the following 
tenns and conditions. to-wit: 

1. RESERVATION: There IS hereby excepted and reserved to Lessor the full use of the propeny covered hereby and all rights wuh respect to the surface and subsurface thereof for any and 
all purposes except those granted and to the extent herein granted to Lessee, together wi th the rights of ingress and egress and use of said lands by Lessor and Its 1\llnerallessees, for purposes of 
exploring for and producing the minerals whic h are not co,·ered, or "hich may not be co,ered in the future. under the tcmlS of this lease, but which may be located within the surface boundaries 
of the leased area All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exerc1sed in such a manner 
that neither shall unduly mterfere with the operations of the other. 

2. TER~ I : Subject to the other provisions hereof, this lease shall be for a term of fhe (5) ye:ors from the effective date hereof(herein called "pnrnary tcml") and as long thereafter as oil or 
gas ts produced in pay.ng quantities from said area. 

3. DELAY RENTALS: If no well is conunenced on the land hereby leased on or before the anniversary date ofth1s lease. tins lease shall tem1inate as to both pan1es unless the Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land Oniee of the State of Texas a t Austin, Texas. the amount specified 111 the folio\\ ing schedule multiplied by the 
nwnber or acres in the prenuses, \\hich shall operate as a rental and cover the pm·ilege ofdefcmng the commencement of a well for t"el"e (12) months from sa1d date. In hke manner and upon 
pay.ncnts or tenders of amounts set out in the following schedule, the eonu11Cncement of a well may be funher deferred for a like penod of the same number of months. 

Anni.,ersarv Date Delay Rental ncr Acre 
first S 5.00 
Second $ 5.00 
TI1ird $25.00 
FounJ1 S25.00 

4. I' ROO CTION llOYAL T IES: Subject to the provisions for royalty reducuons set outm subparagraph (E) of this paragraph 4, upon productiOn ofo•l and/or gas, the Lessee agrees to pay 
or cause to be paid to the Commissioner or the General Land Onice m Austin, Texas, for the use and benefit of the State ofTexas, dunng the tenn hereof 

(A) O IL: As a royalty on 011, which is defined as including all hydrocarbons produced in a liquid forn1 at the mouth of the \\Cit and also all condensate, disullate, and other liquid 
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinaner provided, 1/4 pan of the gross production or the market \'3lue thereof, at the option of the 
Lessor, such value to be detem1ined by I) the highest posted price, plus premiun\ if any. offered or paid for oil, condensate, distillate, or other liquid hydrocarbons. respecti\'ely. or a like type and 
gra,~ty in the general area where produced and when nm, or 2) the highest market price thereof offered or paid in t11e general area "here produced and when run, or 3) the gross proceeds of the 
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an 
adequate oil and gas separator of conventional type or other equipn1Cnt at least as enicient to ~1e end that a Illiquid hydrocarbons recoverable from the gas by such means will be recovered. Upon 
wriuen consent of Lessor. the requirement that such gas be run through such a separator or other equipment may be waived upon such tenns and conditions as prescribed by Lessor. 

(ll) ON-PROCE SEO GAS: As a royalty on any gas (including Oared gas), which is defined as all hydrocarbons and gaseous substances not defined as 011111 subparagraph (A) above, 
produced from any well on said land (except as provided herein with respect to gas processed m a plant for the extraction of gasohnc, hqwd hydrocarbons or other products) 1/4 pan of the gross 
production or the market value thereof, at the option of the Lessor. such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where 
produced and when run, or the gross price paid or offered to ~1e producer, whichever is greater provided that the muimurn pressure base in measuring the gas under ~1is lease contract shall not at 
any time exceed 14.65 pounds per square inch absolute. and the s tandard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, 
and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the tinlC of testing. 



(C) PROCESSED GAS: As a royalty on any gas processed m a gasoline plant or other plant for the reco,·ery of gasoline or other liquid hydrocarbons, 1/4 pan of the residue gas and the 
liquid hydrocarbons extr:lcted or the nurket value thereof, at the opuon of the Lessor. All royalttes due herein shall be based on one hw1dred percent (I~'•) of the total plant productionofrestdue 
gas attnbutable to gas produced from this lease, and on fifty percent (SOOI.) or that percent accnung to Lessee, whiche,·er is the greater, of the total plant production of liquid hydrocarbons, 
attnbutable to the gas produced from this lease; pro,ided that if liqutd hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an 
interes~ then the percentage applicable to liquid hydrocarbons shall be fifty percent (So•:.) or the htghest percent accruing to a third pany process111g gas through such plant under a processing 
agreement negotiated at arms' length (or if there is no such thud pany, the highest percent then being specified in processing agreements or contr:lcts in the mdustry), "hiche,·er is the greater. The 
respeeti\ e ro)alues on residue gas and on liquid hydrocarbons shall be detemuned by I) the htghest =r~ct price paid or offered for any gas (or liquid hydrocarbons) of comparable qwlity 111 the 
general area or 2) the gross pnce patd or offered for such restdue gas (or the wetghted a'erage gross selhng pnce for the respective grades of liquid hydrocarbons), "htche,·er is the greater In no 
even~ howe,·er. shall the royalues pa)able under this paragraph be less than the royalues "htch would ha'e been due had the gas not been processed. 

(D) OTHER PRODUCT : As a royalty on carbon black. sulphur or any other products produced or manufactured from gas (exceptmg hqutd hydrocarbons) "hether satd gas be 
"casinghead," "dry" or any other gas. by fractionating, bum111g or any other process111g, 1/-1 pan of gross production of such products, or the market \'alue thereof. at the option of Lessor, such 
market value to be detemtined as follows: 

(I) On the basis of the highest market price of each produc~ during the same month in which such product is produced, or 
(2) On the basis of the avernge gross sale price of each product for the same month in which such products arc produced; whichever is the greater. 

(E) VARIABL E ROYAL TV: (i) Subject to the other pro\isions of this lea>e, It ts hereby pro\idcd that in the e\ent production in pa)ing quanuucs tS c:.tabhshcd pursuant to the tcnns of 
this lease and such producuon is brought on line and sales thereof are commenced "uhm ctghtccn (18) months of the effecuvc date hereof, the royalty rate provided herein shall be reduced to 
200'•· and shall apply to each subsequent well drilled and produced on the land covered by thiS lease Pro\ided that, if dunng such etghteen (18) month term dunng which Lessee may earn a 
reduced ro}alty rate of 20~• as herem provided, Lessee should drill m good fatth and complete the first "ell as a dry hole on the land covered by thiS lease, Lessee may receive a three (3) month 
e\lension of the term m whtch to cam a reduced royalty rate by gtvmg nouce to the Conmusstoner of the General Land Office, commencing drilhng operauons on an additional well prior to tl1e 
exptranon of such three (3) month penod and prosecuting dthgcntly and m good fatth the dnlling of such additional well and completing same so that production 111 paying quantities is established 
and so that such production is brought on line and sales thereof arc commenced pnor to tlte exptrauon of such three (3) month e~tension penod. 

(ii) In the event production m paying quantities is established pursuant to the terms of tl1is lease and such production is brought on line and sales thereof arc conm!Cneed after the expiration 
ofetghtccn (18) months from the cffccuve date hereof but pnor to the expintion oft\\Cnty-four (H) months !Tom the effective date hereof. the royalty rate provided herein shall be reduced to 
22.s• • and shall apply to each subsequent well drilled and produced on the land covered by this lease. Pro\idcd tha~ if during such six (6) month term durmg which Lessee may earn a reduced 
royalty rate of 22.S~• as herem provtded, Lessee should drill 111 good fatth and complete the first "ell as a dry hole on the land covered by thiS lease, Lessee = Y receive a three (3) month 
ex tens ton or the term m whtch to earn a reduced royalty rate by gl\tng noucc to the Conunisstoner of the General Land Office, commencing drilling opernuons on an addttional well prior to the 
e\ptrauon of such three (3) month penod and prosecuting diligently and m good fanh the dnlhng of such additional well and C01T4>Icung same so that producuon 111 paying quantnies lS otabltShed 
and so that such producuon IS brought on hne and sales thereof are commenced prior to the cxptration of such three (3) month extension period. 

(F) '0 OED CTIONS: Lessee agrees that all royalucs accrumg to Lessor under tins lease shall be without deducuon for the cost of producing, transponing, and othem ise =king the oil, 
gas and other productS produced hereunder ready for sale or usc. 

(C) ROYAL TV I KIND: Notwithstanding anything contained herein to tltc contrary, Lessor nuy, at its option. upon not less than 60 days notice to Lessee, require at any time or from 
time to time that payn!Cnt of all or any royalties accruing 10 Lessor wtdcr this lease be made in kind without deduction for the cost of producing, gathering, storing, separaring, treating, 
dehydrating, compressing. processing, transponing and otherwise making the otl, gas and other productS produced hereunder ready for sale or usc Lessor's nght to ta~c its royalty in kind shall not 
dtminish or negate Lessor's rights or Lessee's obligations. "hether express or implied. w1der this lease. 

(II) PL.A T FUEL. AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proponionate share of any fuel used to process gas produced herewldcr 
many proccssmg plant. Notwllhstandmg anything contained herein to the contrary, ami subject to the consent in writing of the Commissioner of the General Land Office. Lessee = Y recycle gas 
for gas lift purposes on the leased prellllses after the liquid h)'drocarbons contatned 111 the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same nuy thereafter be produced and sold or used by Lessee in such nunner as to enutlc Lessor to a royalty thereon under the royalty pro,isions of this lease 

(I) i\11 ' li\IUi\1 ItO VA L TV: During any year after the exptrauon of the primary tern! oftlus lease, if this lease is maintained by production, the royalues paid to Lessor in no event shall be 
less than an amount equal to SS.OO per acre; otherwise, there shall be due and pa}ablc on or before the last day of the month succcedmg the anniversary date oftltis lease a swn equal to S5.00 per 
acre less the amount of royalties patd during the preceding year. 

(J) '\IARGI'<AL PROD tiCTI0 '-1 ROYALTY: Upon Lessee's wnncn appheation, the S.:hool Land Board may reduce the ro}-alty rate set out m tins paragraph and!or the mintmum 
ro}alty set out in subparagraph 4 (I) to extend the econonuc life of thts lease and encourage reCO\CfJ of 011 or gas that might othem·isc rcnt3in unrecovered Any such royalty reduction must 
confom1 to the reqwrements of any School Land Board adrruntStr:lti\C rules on thts subJeCt Roylllty may not be reduced below the applicable statutory minnnum 

5. ROYALTY PA \';\lENTS A D REPORTS: All royalttcs not taken m kmd shall be pJtd to the Conmussioner oftlte General Land Office at Ausun, Texas, 111 the follo"ing manner: 
Payment of royalty on produeuon of oil and gas shall be as provided m the rules set fonh 111 the Tc.as Register. Rules currently proVIde that royalty on otl tS due and must be recetved m the 

General Land Office on or before the Sth day of the second month succeedmg the month ofproducuon, and royalty on gas is due and must be recei,·cd in the Gcnernl Land Office on or before the 
I Sth day of the second month succeeding the month of production, accompamed by the affidavit of rhe owner, manager or otlter autltorizcd agent, completed in tlte fonn and manner prcscnbed by 
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or rcpons 
confim1mg the gross production, disposition and market value including gas meter readmgs, pipeline receipts, gas line receipts and otlter checks or memoranda of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other repons or records which tlte General Land Office = Y require to verify the gross production, disposition and nurket value. In 
all cases the authority of a nt3nager or agenlto act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, swlml3ry 
or other remittance ad \ice sho" mg by the assigned General Land Office lease number tl1e amount ofroyalry being paid on each lease. If Lessee pays his royalry on or before thiny (30) days after 
the royalty pa)'ll!Cnt was due, then Lessee owes a penalty of S% on the royalty or $25.00, whtchevcr is greater. A royalty payment \\hich is over thiny (30) days late shall accrue a penalty of IOOo 
of the royalty due or S25.00 whtchevcr is greater. In addition to a penalty, royalties shall accrue tnterest at a rate of 1 2~. per year; such interest will begin accrumg "hen the royalty is sixty (60) 
day> overdue i\ffidantS and supponmg documents which are not filed when due shall incur a pcnalt> in an amount set by the Gcncrnl Land Office administrative rule "hich is effective on the 
date when the affida\its or supponing documents were due. The Lessee shall bear all responsibtltty for pa)ing or causing royalties to be paid as prescribed by the due date pro\ided herein. 
Payment of the delinquency penalty shall in no way operate to prolnbit the State's nght of forfeiture as provided by law nor act to postpone the date on which royalties \\ere originally due. The 
above penalty pro,isions 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 nl3rket \'a lue 

6. (A) RESERVE , CONTRACTS AND OTHER RECORD : Lessee shall annually furmsh the Conmlissioncr of the General Land Office wuh tts best possible estimate or oil and gas 
reserves wtdcrlymg this lease or allocable to this lease and shall furniSh satd Conurusstoner wuh coptes of all contl'acts under "hich gas is sold or processed and all subsequent agreements and 
amendments to such contr:lcts "ithin thtny (30) days after entenng mto or makmg such contr:lcts, agreements or amendments Such contr:lcts and agreements when received by the General Land 
Office shall be held m confidence by the General Land Office unless otheT\\isc authorized by Lessee. All other contl'acts and records penaining to the production, tr:lnsponation, sale and 
nl3rkcung of the oil and gas produced on satd premises. includmg the boou and accow1ts, recetpts and diScharges of all "ells, tanU, pools, meters, and ptpehnes shall at all times be subJeCt to 
tnspeetion and exannnation by the Conunissioner of the General Land Office, the Attorney General, the Governor, or the representabvc of any ofthetTL 

(B) DRILL! 'G RECORD : Wntten notice of all operations on this lease shall be subnutted to the Conmussioner of the Genernl Land Office by Lessee or operator five (5) days before spud 
date, workover, re~ntry, tempornry abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission 
forms for application to drill. Copies of well tests, completion rcpons and plugging repons shall be supplied to the General Land Office at the time they arc filed witlt the Texas Railroad 
Comnusston. Lessee shall supply the General Land Office with any records, mcmornnda, accowtts, repons, cuttings and cores, or other infonmtion relative to the operntion of the above-described 
premises, which nuy be requested by the General Land Office, in addition to those herem expressly provided for. Lessee shall have an elccuical and/or radioacti\ity survey made on the bore-hole 
section, from the base of the surface casing ro the total depth of well, of all wells drilled on the above descnbed premises and shall tr:lnsmit a true copy of the log of each survey on each well to the 
General Land Office "1thin fifteen (IS) days after the making of said survey. 

2 



(C) PENAL Tl ES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set by 
the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office. 

7. RET AI ED ACREAGE: Notwithstanding any provision of this lease to the contrary. after a well producing or capable of producing oil or gas has been completed on the leased premises, 
Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises and 
in marketing the production thereon. 

(A) VERTICA L: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended tenn it shall then tcm1inate as to all of the leased premises, 
EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantit ies (including a shut-in 
oil or gas well as provided in Paragraph I I hereof). or a well upon which Lessee is then engaged in continuous drilling or reworking operations. or (2) the number of acres included in a producing 
pooled w1it pursuant to Natural Resources Code Sections 52. 151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each 
such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other go' emmental authority having jurisdiction. Within 90 days of a 
panial tem1ination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the panial tcm1ination, 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated ponion of the leased premises as may be reasonably necessary for the continued operation of 
the ponions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office. but the Land Commissioner has the discretion to grant or deny such application and to set the fcc for such surface lease. 

(13) HOR IZONTA L: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended tcml it shall further tcnninate as to all depths below 100 
feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 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 (l/2) of the bonus originally paid as consideration for this lease (as specified on page I hereof). If such amount is paid, this lease shall be in force 
and effect as to such deeper depths, and said tem1ination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantit ies from such 
deeper depths covered by this lease. 

(C) IDENTIFICAT ION AND FILl C : The surface acreage retained hercrmder as to each well shall. as nearly as practical, be in the fom1 of a square with 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 tcm1ination of this lease as provided herein, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hcrew1der. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the fil ing fcc prescnbed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or 
releases within ninety (90) days after being requested to do so by the General Land Office, then tl1e Commissioner at his sole discretion may designate by wriucn instrument tlte acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee fo r all purposes. If at any time after the effective date of the panial tennination provisions hereof, the applicable field rules arc changed or tlte well or 
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon tem1inate as to all acreage not thereafter 
allocated to said well or wells for production purposes. 

8. 0 I'FSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty. which well is within 
one tltousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall. wi thin sixty (60) days after such initial production from the draining 
well or the well located within one thousand ( 1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered by this 
lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease. and the Lessee, manager or driller shall usc all means 
necessary in a good faith cffon to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of tl1c Commissioner and with his wriuen approval, may the 
payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required w1der this Paragraph. 

9. DRY HOLE/CESSATION OF PRODUCT ION DURING PRIMARY T ER!\1: If, during the primary tcm1 hereof and prior to discovery and production of oil or gas on said land, Lessee 
should drill a dry hole or holes thereon, or if during the primary tem1 hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof should 
cease from any cause, this lease shall not tem1inatc if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences 
additional drilling or reworking operations thereon, or pays or tenders tl1e next annual delay rental in the same manner as pro,·ided in this lease. If, during the last year of the primary tem1 or 
within sixty (60) days prior thereto, a dry ho le be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without 
funhcr operations wnilthe expiration of the primary tcm1; and if Lessee has not resumed production in paying quantiucs at the cxptration of the primary tem1, Lessee may maintain this lease by 
conducting additional drilling or reworking operations pursuant to Paragraph I 0, using tl1c expiration of the primary tcm1 as the date of cessation of productton under Paragraph I 0. Should the 
fi rs t well or any subsequent well dri lled on the above described land be completed as a shut-in oil or gas well within the primary tem1 hereof, Lessee may resume payment of the annual rental in 
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to 
make such payment, this lease shall ipso facto tem1inatc. !fat the expiration of the primary teml or any time thereafter a shut-in oil or gas well is located on the leased premises payments may be 
made in accordance with the shut-in provisions hereof. 

10. CESSATION, DRILL! C, AND REWORKI NG: If, after the expiration of the primary tem1, production of oil or gas fro m the leased premises. after once obtained, should cease from 
any cause, this lease shall not tcm1inatc if Lessee commences additional dri lling or reworking operations wiU1in sixty (60) days after such cessation. and this lease shall remain in full force and 
effect for so long as such operations continue in good faitlt and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in 
the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantit ies or payment of shut-in oil or gas well 
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease 
will not tcm1inatc if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so 
long as Lessee continues d rilling or reworking operations in good fait h and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice to 
the General Land Office wiU1in thiny (30) days of any cessation of production. 

II . SHUT-IN ROYAL TI ES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil 
and gas. If at any time after the expiration of the primary term of a lease that. until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying 
quantities is located on the leased premises. but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market. the n Lessee may pay as a shut-in oil or gas 
royalty an amount equal to $10.00 per acre, but not less than S 1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oil or gas royalty 
must be paid on or before: (I) the expiration of the primary tcm1, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling 
or reworking operation in accordance with the lease provisions; whichever dale is latcsl If the shul-in oil or gas royalty is paid. the lease shall be considered lobe a producing lease and the 
payment shall extend the tem1 of the lease tbr a period of one year from the end of the primary tem1, or from the first day of the month following the month in which production ceased, and, after 
that. if no suitable production faci lities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one ( I) year by paying the same amount each 
year on or before the expiration of each shut-in year. 

12. COM PENSATORY ROYALTIES: If. during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a 
well located witl1in one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain 
the lease by paying tltc shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year fo r which the royalty has been paid. The Lessee may maintain the 
lease for fo ur more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which 
is completed in the same producing reservoir and within one thousand {1 ,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner begi1ming on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within 
one thousand ( 1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royal ty, Lessee shall pay an 
amount equal to the difference within tl1iny (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and witl1 the Commissioner's written approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance 'vith Paragraph 5 
of this lease. 
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I J. EX'TE.'iSIONS: If, at !he expintion of !he primary tenn of th1s lease, production of 011 or gas has not been obtamed on the leased premises but drilling oper3liOns are being conducted 
thereon in good fa1th and in a good and workmanlike manner, Lessee may, on or before the exp1r3llon of the pnmary tenn. file in the Gener31 Land Office wntten application to the Convnissioner 
of !he Gener31 Land Office for a thirty (30) day extension of this lease. accompanied by pa)'lllCnt of Three TI10usand Dollars ($3.000.00) 1fthis lease covers six hundred fony (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more than SIX hundred fony (640) acres and the Commissioner shall. in writing, extend this lease for a thiny (30) day period from and 
after the expir3tion of the primary tem1 and so long thereafter as 0 11 or gas is produced in paying quanlllles; provided funher, that Lessee may, so long as such drilling oper3tions are being 
conducted nuke like application and payment during any thiny (30) day extended period for an addllional extension of thiny (30) days and, upon receipt of such application and payment, the 
Commissioner shall. in writing, again extend this lease so that some shall remain in force for such addllional thiny (30) day period ond so long thereafter as oil or gas is produced in paying 
quanlllles; provided, however, that this lease shall not be extended for more than a total of three hundred nmety (390) days from and after the expir3tion o f the pnmary tem1 unless production in 
paYJng quantliiCS has been obtained. 

1-1. SE OF WATER; S RFACE: Lessee shall ha'e the nghtto use \\3tcr produced on sa1d land necessary for oper3tions hereunder and solely upon the leased prem1ses; provided, ho"ever. 
Lessee shall not use potable water or "ater su1table for h'estod or 1mgallon purposes for \\ater flood oper3liOns \\lthout the pnor wntten consent of Lessor Subject to its obligauon to pay 
surface damages, Lessee shall have the nght to use so much of the surface of !he land that may be reasonably necessary for d.rilhng and oper3tmg \\ells and transponmg and marketmg the 
producllon therefrom. such use to be conducted w1der cond1Uons of least mjury to the surface of the land Lessee shall pay surface damages in an amount set by the Gener31 Land Office fee 
schedule "hich is effecti\e on the date" hen the acti\1ty requinng the pa)1ncnt of surface damages occurs 

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without limiting the foregomg. pollution of coastal 
"etlands, natural "aterways, rivers and lll1>0unded water shall be pre,cnted by the use of contamment fac1ht1es sufficient to pre,·ent sp1llage. seepage or ground water contanunation. In the t\ent 
of pollullon, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other polluunt and shall be responsible for all damage to public and pnvate propenies. 

(A) UPLA 0 : Lessee shall bu1ld and maintam fences around 1ts slush, sump, and dramage p1ts and tanl. bauenes so as to protect livestock aga1nst loss, damage or injury; and upon 
col'nplellon or abandonment of any "ell or wells, Lessee shall fill and level all slush pits and cellars and con11lctcly clean up the drilling site of all rubbish thereon. 

(B) S Bi\IE RGED LA OS: No discharge ofsohd waste or garbage shall be allowed 11110 State waters from any drilling or suppon vessels. production platfonn. crew or supply boat, 
barge. jaCI.·up rig or other equipment located on the leased area Solid waste shall include but shall not be hnuted to conuiners, equipmcm, rubbish. plastic. glass. and any other man-made non· 
biodegradable items. A sign must be displayed in a high traffic area on all ''esse Is and manned platfomu suting, "Discharge of any solid waste or garbage into Sute Waters from vessels or 
platfomu IS stnctly prohibued and may subject a State ofTe'as lease to forfeuure " Such statement shall be 111 lcuering of at least J" in s1ze. 

(C) RIVERS: To the e"ent necessary to prevent pollullon. the provisions found in subsecllons (a) and (b) of this par3gr3ph shall also apply to rivers and riverbeds. 

(0) PE:-IA L TV: Failure to co111>IY with the requirements of this pro,·ision may result m the maxnnum penalty allowed by Jaw 1ncluding forfcuure of the lease. Lessee shall be liable for the 
damages caused by such failure and any costs and expenses mcurred 111 cleaning areas affected by the discharged waste 

16. IOE...,'TIFICATION 1\IARKERS: Lessee shall creeL at a dtsunce not to exceed t\\enty·fi\e (25) feet from each well on the premises covered by th1s lease, a legible sign on which shall 
be ~uted the name of the oper3tOr, the lease designation and the "ell number. Where two or more "ells on the same lease or where \\ells on two or more leases are connected to the same unk 
bauery, "hether by indi,idual Oow line connccllons du-ectto the tank or tanks or by use of a multiple header system, each line bel\\ecn each well and such unk or header shall be legibly identified 
at all times, either by a finnly atuched tag or plate or an identification properly painted on such hne at a d1stance not to exceed three (3) feet from such unk or header connection. Said signs, tags. 
plates or other identification markers shall be mainuined in a leg1ble condillon throughout the tem1 of this lease 

17. ASS IGNI\IENTS: Tile lease may be tr3nsferred at any time; provided, however, that the habllity of the tr3nsferor to properly discharge its obligation w1der the lease, including properly 
pluggmg abandoned wells, removing platfomJS or pipelines, or remediatiOn of contamination at dnll sites shall pass to the transferee upon the prior written consent of the Commissioner of the 
Gener31 Land Office The Commissioner may require the tr3nsferee to demonstrate financial respons1b1hty and may require a bond or other security. J\11 transfers must reference the lease by the 
file number and must be recorded in the county "'here the area is located, and !he recorded transfer or a copy cenified to by the County Clerk of the county" here the transfer is recorded must be 
filed m the Gener3l Land Office "'1thm nmety (90) days of the execullon date, as pro,ided by NRC Sec:uon 52 026. accompanied by the filing fee prescnbed by !he Gener3l Land Office rules in 
effect on !he date of receipt by !he General Land Office of such 1r.1nsfer or certified copy thereof E' cry transferee shall succeed to all nghts and be subject to all obligations, liabilities, and 
penal lies O\\ed to !he Sute by !he original lessee or any pnor 1r.1nsferee of the lease. includmg any hab1lnics to the sute for unpaid royal lies 

18. RELEA ES: Lessee may relinquish the rights gr3nted hereunder to the Sute at any lime by recordmg the rehnqu1shmcnt m the county" here this area IS suuated and filing the recorded 
rehnqUJshmem or cenified copy of sa1nc 111 the Gener3l Land Ofiice "1thm mnery (90) days after 1ts execullon accompamed by the filing fcc prescnbed by the General Land Office rules in effect 
on the date of receipt by the Gener31 Land Office of such relinquishment or cenified copy thereof. Such relinquishment "ill not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the Sute. 

19. LIE : In accordance with N.R.C. Section 52.136, the Sutc shall have a first lien upon all oil and gas produced from the area covered by this lease to secure paYJllCnl of all unpaid royalty 
and other sums of money that may become due under th1s lease. By acceptance of this lease, Les.see gr3nts the State, 111 addition to the lien provided by N R.C. Section 52.136 and any o ther 
applicable statutory lien. an express contractual hen on and secW1ty 1111ere~t 111 all leased miner3lS in and e"r3cted from the leased prermscs, all proceeds which may accrue to Lessee from the sale 
of such leased miner3ls. whether such proceeds are held by Lessee or by a third pany. and all fi<tures on and improvements to the leased prenuses used m connection w uh the production or 
processmg of such leased nuner3ls m order to secure the pa)ment of all ro)ahies or other amounts due or to become due under this lease and to secure p3)'tllent of any danuges or loss that Lessor 
lll3Y suffer by reason of Lessee's breach of any co,-enant or cond1llon of thiS lease, "hether express or 1111>hed. nus hen and secW1ty interest lll3y be foreclosed "'1th or wuhout coun proceedings 
in !he manner provided in the Title I . Chapter 9 of !he Tcus Business and Commerce Code. Lessee agrees that !he Commissioner may requne Lessee to e'ecute and record such instruments as 
may be reasonably necessary to acknowledge. attach or perfect thiS hen Lessee hereby represents that there arc no prior or superior liens ansing from and relallng to Lessee's activities upon the 
abo,·e-descnbed property or from Lessee's acquisition of this lease Should the Commissioner at any lime detemune that this represenrallon IS 1101 true, Lhcn the Commissioner may declare this 
lease forfeited as provided herein. 

20. FO RFEITURE: If Lessee shall fail or refuse to make the paYJllCllt of any sum withm thiny (30) days after ll beconlCs due, or if Lessee or an authorized agent should knowingly make any 
false retW11 or false repon concerning production or drill ing, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as reqUJred by law and the rules and regulations adopted by 
the ConmllSSIOner of the Gener31 Land Office. or if Lessee should fa1lto file repons m the manner reqUired by law or fail to comply with rules and regulations promulgated by the Gener31 Land 
Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records penaining to operations, or if Lessee or an authonzed agent should knowingly fail 
or refuse tO gh•c correct infonnation to the proper authority. or knowmgly fa1l or refuse to furn1sh the Gener3l Land Office a correct log of any well. or if Lessee shall knowingly violate any o f the 
material pro,isions of this lease. or if this lease is assigned and the ass1gn1ncnt is not filed in the General Land Office as required by law. the rights acquired under 

this lease shall be subjeCt to forfellure by the Commissioner. and he shall forfeit same when sufficiently mfomlCd of the facts w h1ch authonze a forfeiture. and "hen forfeited the area shall again 
be subject to lease to the highest btdder, under the same regulauons controlling the original sale of leases. llowe,er, nothing herein shall be construed as \v.llving the automatic termination of this 
lease by oper3tion of law or by reason of any special linuution arising hereunder. Forfeitures nuy be set aside and this lease and all rights thereunder reinsuted before the rights of another 
im.rvcne upon satisfactory evidence to the Conunissioner of the Gener31 Land Office of future compliance wuh the prov1sions of the law and of this lease and the rules and regulations that may be 
adopted relative hereto. 

21. RI VERBED TRACTS: In !he event this lease covers a merbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as pro,ided for in N.R.C. Sections 
52.092·52.093, as a pan of the cons1der3tion mo'ing to Lessor for the covenants herein made by Lessee 

22. A I' PLICA BLE LAWS AND DRILL! 'G RESTRJCTIONS: This lease shall be subject to all rules and regulations. and amendments thereto. promulgated by the Commissioner of the 
Gencr3l Land Office governing drilling and producing operations on Pennanent Free School Land (spec1fically mcluding any rules promulgated that relate to plans of Oper3tions), paynlCnt of 
royalties, and auditing procedures, and shall be subject to all other valid sututes, rules, regulations. orders and ordinances that may affec t operations w1der the provisions of this lease. Witl10ut 
linutmg the gener3lity of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all sututory and regulatory provisions relating to the Gener31 Land 
Office's audit billing notice and audit hearings procedures. Said provisio11S are currently found at 31 Texas Administrative Code. Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52.137 tltrough 52.140. In t11e event this lease covers land fr3nchised or leased or othenvise used by a navigation district or by the United Sutes for the purpose of navigation or o ther purpose 
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Incident 10 the operuuon of a port, then ~s~e shall not be entuled to enter or possess such land wuhout prior approval as proVIded under Secuon 61 11 7 of the Te:us Water Code, but lessee shall 
be entuled to develop such land for oil and gas by dtrecuonal dnlhng, provided, however, that no surface dnlling location may be nearer than 660 feet and special pennission from the 
Conunisstoncr of the Gcnerul Land Office is necessary 10 make any surface locauon nearer than 2,160 feet measured at nght angles from the nearest bullhead hne or from the nearest dredged 
bottom edge of any channel, slip, or turning basin which has been authonLcd by the Umted Sutes as a federul proJect for future construction. wh1ehe,er IS nearer 

23. REI\IOVAL OF EQU1Pi\1ENT: Upon the tem1inauon of tins lease for any cause. ~ssce shall not, m any e'en~ be pemuned to remo\e the casmg or any pan of the equ1pment from any 
producmg. dry. or abandoned well or wells without the wntten consent of the Conun1ssioner of the General Land Office or his authonzed representauve, nor shall ~ssee, wnhout the wnttcn 
consent of sa1d Conun1ss•oner or his authorized repncsenuuve renlO' e from the leased prenuses the casmg or any other eqwprnent. matenal, machmery, appliances or propeny owned by Lessee 
and used by ~ssee 111 the de\Clopmc:nt and production of 011 or gas therefrom unul all dry or abandoned wells have been plugged and unt1l all slush or refuse pn.s have been properl) filled and all 
broken or discarded lumber, machmcry. or debris shall have been rerno,·ed from the prenuses to the sausfacuon of the sa1d Comnusstoner or hts authonzed reprcsenuuve 

2~ . FOllCE 1\ IAJEli RE: Should Lessee be pre,·ented from complymg wtth an)' express or ll'l'hed covenam of thiS lease, from conducung dnlhng operutions thereon, or from producing 011 
and/or gas thercfrou~ a ncr effon made in good faith, by reason of war. rcbelhon. nots, stnkes, fires. acts of God or any order, rule or regulauon of go,cmmcntal authonty, then "-lnle so prevented, 
Lessee's obhgauon to comply with such covenant shall be suspended upon proper and sausfactory proof prcscmed to the CommiSSIOner of the Generul Land Office in suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure 10 comply therewith (except in the evem of lease operations suspended as pro' 1dcd 111 the rules and regulations adopted by the 
School Land Ooard); and this lease shall be extended while and so long as Lessee is prevented, by any such cause. from drilling. reworking operutions or producing oil and/or gas from the leased 
prem1ses: pro\lded, hO\\e,•er,that notlung herem shall be construed to suspend the payment of rentals durmg the primary or eAtended tem~ nor to abnd~:e Lessee's right to a suspensiOn under any 
applicable sutute of this Sute 

25. LEA E ECURITY: ~ssee shall aake the highest degree of care and all proper safeguards to protect sa1d premises and to prevent then of 011. gas, and other hydrocarbons produced from 
sa1d lea!>e Th1s mcludes. bu11s not limited to, the insaallauon of all necessary equ1pment, seals, locks, or other appropriate protecu'e de\lce> on or at all access pomts at the lease's producuon. 
gathenng and storuge sy>tems where thefi of hydrocarbons can occur Lessee shall be hable for the loss of any hydrocarbons resulung from then and shall pay the Sute of Texas royalues thereon 
as pro•1ded herem on all oil, gas or other hydrocarbons lost by reason of then 

26. llEOUC1'10N OF PAYi\IENTS: If. during the primary tenn a ponion of the land co•ered by this lease IS mcluded w1th10 the boundanes of a pooled w11tthat has been approved by the 
School Land lloard in accordance with Natural Resources Code Secuons 52.151-52. 153, or tf, at any umc: aner the expiration of the pnmary tenn or the extended tenn this lease covers a lesser 
number of acres than the toul amount descn'bed herein, payments that are made on a per acre basis hercwtder shall be reduced acconhng to the number of acres pooled, released, surrendered. or 
othel\\ ise severed. so that payments detennined on a per acre basts under the temlS of th1s lease durmg the primary tenn shall be calculated based upon the number of acres outs1de the boundanes 
of a pooled w11~ or. 1f aner the e'p1ration of the primary tern~ the nw11ber of acres actually reumed and co,ered b) th1s lease. 

27. UCCESSORS Ai\ 0 A IGN : The covenants. condmons and agreements conu1ned herem shall extend to and be btnding upon the hears, eAecutors. adnunistnuors. successors or 
ass1gns of Lessee herem 

28. ANTIQliiTIES CODE: In the e,·emthat any fearure of areheolog1cal or htstonealmterest on Permanent School Fwtd Land is encountered dunng the acnvmes authonLed by th1s lease, 
Lessee w1llunmcd13tely cease acu,ities and will immediately noufy the Gcnerul Land Office {ATTN. Arehacolog is~ Asset Management 01\'lSIOn, 1700 N Congress Ave., Austin, Te'as 78701) 
and the Texas llistorical Commission (P.O. Oox 12276, Austin, TX 787 11) so that adequate measures may be undcnaken to protect or recover such disco' cries or findings. as appropriate. Lessee 
is e'pressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Sutute 915; 16 U.S.C.A. 470) and the Anuquuies Code ofTc"s, Chapter 191. Tex. Na~ Code 
Ann. (Vcmon 1993 & Supp. 1998). On state-owned land not dcd1cated to the Pennancnt School Fwtd, lessee shall notify the Texas I hstoncal Comm1ssron before breaking ground at a proJect 
locatiOn. An archacolog1cnl survey might be required by the commiss1on before constnact10n of the project can commence. Funhcr, m the e•cnt that any sue, obJec~ location, am fact or other 
feature of archaeological. scientific. educational. cultural or historic mtcrest is encountered during the acth·ities authorize by this lease, lessee Mil immediately notify lessor and the Texas 
llistorical Commission so that adequate measures may be undenakcn to protect or reco, cr such dtscovcries or findings, as appropriate. 

29. \'EN Ll E: Lessor and lessee, including lessee's successors and ass1gns. hereby agree that 'enue for any dtspute arismg out of a prov'ision of thts lease, whether upress or u'l'hed, regardmg 
mterpreuuon of th1s lease. or relaung 111 any way to this lease or to applicable case law, sututes, or adnurus trative rules, shall be m a coun of COI11>Cten~Junsdlcllon located m Tra•'lS Counry, Sutc 
ofTe<as 

30. LEASE FILl G: Pursuant to Chapter 9 of the Tex Ous & Con~ Code. thiS lease must be filed of record in the office of the Cow1ty Clerkm any cow11y 111 wh1ch all or any p•n of the 
leased prcnuscs 1s located, and cen1fied copies thereof must be filed 111 the Gcnerul Land Office . The prescnbed fihng fee shall accompany the cenllied cop1es sent to the General Land Office 

5 



' 

z 

case 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 of Texas. 

LES EE 

BY:. ____________________________ __ 

T ITLE: ____________________________ _ 

DATE:. ___________________________ _ 

E EOF, "tUtess the signature of the CommiSSIOner of the General Land Office of the St;ne of Texas w1der the seal of the General Land Office. 

COi\l i\IISSIONER OF Tli E GENERAL LAND OFFICE 
OFTHESTATE OF TEXAS 

APPROVED 

Content5 
Legal 
DC 
Exec 

TATE OF _ ____________________ __ (CORPORATION ACKNOWLEDGi\I E T) 

COUNTY OF ___________________ _ 

BEFORE l\1 E, the undersigned authori ty, on this day personally appeared. _ _ _ _________ _ ___________ __ 

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

-------- --- - ----- ----- ----------------and aclulowledged to me that he executed the same 

for the PIU'J>OSCS and consideration therein expressed. in the capacity stated. and as the act and deed of said corporauon 

Given under my hand and seal o f office this the, _ _______ day of _ _ _______________ , 20 _____ _ 

Notary Public in and for ______________ _ 

STATE OF ______________________ _ (INDIVIDUAL AC K 'OWLEDGi\IENT) 

COU TV OF ____________________ _ 

Before me. the undersigned authority, on this day personally appeared. __________________ ______ __ 

lulown to me to be the persons" hose names are subscnbed ro the foregoing instrument, and acknov. !edged to me that they executed the 
same for the piU'J)Oses 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: 

jERRY PATTER 0 , COJ\ti MISSIO £ R 

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. 27, 
which has been assigned the lease number M-106310. 

State Lease M-106310 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-1 0, Gas Well Status Report; W-1 0, Oil 
Well Status Report; W-12, Inclination Report; Electric Logs; Directional Surveys. 

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

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

Post Office Box 12873 • Au~tin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. rx.us 
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FILE# 3022 

Lc::au form 
Rt\ IUd 10 99 
Sur~ r~ r d Sc'hool Land 

~ustin, '<n:exas 

OIL AND CAS LEASE 
NO. M·I 06J IO 

WI-I ER£AS, pW'S\Unt to the Texas N'alunl Resources Code Chapters 32, JJ, 51, 1nd Chlpter ,2, SubchaptcrJ A-0 and H. (said Code be:ina hcre{nafter referred to as N R.C.), and subjrctlO 111 
rules and reaula1ions promulca1cd by the Comniss10ntr of the CicncrJI Land OffiCe and/or lht School Land Board pW"Ju.ant thcrclO, and all olhtr apphe~blc statutes and amendments LO saKI 
N.R C .. the foUowina aru, to-wit. 

SECTION ! J , BLOCK 45, PUBLIC SCHOOL LAI'ID SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 640.1 ACRES, AS SHOW!< ON Til£ 
OFFICIAL MAP OF REEVES COUNTY, TEXAS NOW ON FILE IN T HE TEXAS CENERAL LAND OFFICE, AUSTIN, TEXAS, 

wu, after bc:U1J duJy ad\·tnucd. olfemi for kuc on lhc 4• day of April, 1006, 1110:00 o'dodc: 1m, by chc Conwrus.oaa ofchc: Gc:ncBiland 011kt oflht Stak ofTuu and dtc: School Land 
Bo:lrd ohhc S tate of Tun, for tht sok and only purpose: ofprospcc.cm1•nd drit11n1 for, and produtlftl oil andfor ps that maybe found and productd &om lht tbo\"C dc:sc:ribcd art a, and 

\Vfi£R£AS, aftn all btcb and rcmituncc.s which were: rc:nlvtd up 10 sud hn'IC have bc:tn duly consKttrtd by the COI'TITIWM»'\Cr of the Gene~ I Land omcc and chc School Lind Board It I 
rc:cubr mc:crin& thereof in the Gcnc~l Land Omcc. on the: ,.t, day or April, 1~. btrcmaftcr the •ctrccbvc daLe. and 1t was found and dctmnncd that CtiALFANT PROPERTIES INC •hose 
21dd.rus ts P.O. BOX liU, MIDLAND. TEXAS 19701 had otrcrcd the hichcJ:t and bat bid for a k:ue of the IR.a abon dc.scribcd and as. there !on:. cnhtltd to rteel\'t a kll.sc l.hcrCOD. 

NOW, TIIEREF'ORE, 1, Jerry E. Patterson. Commissioner of the Gcnc~lland Olflce of the State of Texas. hereinafter sorrcttrncs rcfemd to u •Lcuor,• whose address is Ausnn, Tuu, by 
virtue of the authonry vested in me and in con.nder:u ion of the payment by the hcrc:imfter dcJilftlttd Lc.uce, the sum of Two lluDdud Elcbt Tltouund Two HuDdnd Shry And 001100 
Doll an ($101,160.00), receipt of "'htc:h is hereby ICknowkd&cd and of 1hc: royalties, CO\'C.Mnts. snpubt.ons and conditiON conu incd and hereby acrced 10 be palCl, obscnrcd and pcrfonncd by 
Ussct , do hereby demi.sc, cnnt. luu and let unto lhe above mentiOned bMidct the cuiUSI\C nahc 10 prospe.c:t fot', produ« and take ofl andlcw cas 17om the aforcuid arc:a upon chc foUowana 
tenns and condirtoru, IO·Wll. 

1. RESERVATION There is hereby uccpted and re.scrvcd 10 Lusor the fWI usc of the pr'OpC'rty CO\-c.rcd hn'tby and all nc,hu w11h rupcc:t to the awfaec. and subsurface: the:rc:of ror any and 
all putpOK.s ~.Xctptlhose anntC'd and to the ntcnt hcrttn p1ntcd to l..usce, LOJCtha with lht na,hts orUipUJ lnd CJfUS and USC ofpMf I.Jnds by l..usof and IU nmc~lku«.S, (Of purpo:kl or 
expkmna fbf and producanalhc nancn ls ""hich 1ft not CO\"Crcd, Of ... tuch may not be covcrcd lft the. fucurc, under the wrms ofWs lusc, but wtuc.h rray be louted wutu.n lht surface bound.anu 
of the lceJCd 1rc.a All or the richu '" and to the ~end prcnuu retaancd by Lcuor 1nd all of the n&hts in 1nd &o the klKd prcmse.s panted to Ltncc hcrtlft shall be caertlSCd"' such a n'llnncr 
thlt nc:•thtr shal1 Wlduly tntcrfue With the. opc~t10ns of the other 

1. TERM SubJeCt 10 the: othtt PfOVU:MMd hcm)t: thu: kuc sh.JU be fot 1 knn of n'c (S) )tan &om t.bc cfTccbvt cbtc hereof (herem a1tcd •pnmary tc.nnj end u Joaa chc.rc.eftcr u Otl 01 

ps IJ prod\ICCd '"pi )"'na qwnhhtJ rrom p,Jd arc.a 

3. OELAV RENTALS lrno we tits connenc<d on the I.Jnd hereby lnud on or before. the anruvcnary date ofthu kuc, thtJ: kuc shatl1crmu\ltc u to both p~n1es unless the l.tuce on or 
before uld d1tc shall PlY 0t tender 10 the: CormusioncT of the Oencr1l land Otr.ce of l.hc Sc.ttc o ( Tu.u II Aush.n., Tcxu. the amctW\1 spccil\cd tn &.ht foltowina sc-heduk mulhphed by the: 
nWT1bcr or acres an the. prcmucs, •h.ch sh.lll opcntc as a rcntaltnd CO\"C:r the rnY'IItae ofdcfemna thc cOtT"mtncancnt of t ""ell for ""rh-c (11) month" &om utd cbtt In like mannn end upon 
payments 01 tenden of amounts set out1n the rotlow•n& sthcdule, the commencement of a •ell may be further dc:f«Ted for 1 lilce pcnod of the umc nwnbcr or months 

Annjvnurv Date P<l1y Rental per Acre 
Firso S S.OO 
S<cond s s.oo 
Third S1S 00 
Founh S2S.OO 

• . PRODUCTIOI< ROYALTI ES: Subje<I IO 111< provisiOns ror royally r<duc:bons sci 0111 in subponl"'pll (E) or llus p>nl"'ph 4, upon produc:uon or oiland:or ps.lil< LuKe al'«' 10 pay 
or cause 10 be pJ!d 10 the Comnus10ncr of the: Gc.nc~lland Olrlce in Ausun. Tcus. for the: usc and bc.nctlt oflhc Sate ofTcus. dunn& the tcnnhcrcof 

(A) OIL: As 1 royalty on oat. 'lrhich ss dcr~ned IS wludmaall h)'!roc.arbons prod..ctd m 1 hqWd form 11 thc: ITI)Uth o ( the """til and aiJo •II concknntc, dlStlllatt, and other hquld 
hydrocubons recovcrc.d from 011 or aas run throu&h a sep11'1l0f or other cqwpmc:n&. as hcrciNftcr provided. 1/~ pllt of the pos.s production or the muket val~ &hereof, 11 &he: ophOn of l.hc 
l<ssor. such val11e 10 be dclenftn<d by I) Ill< ho&htsl posl<d pnce, plus p<tOIIIn\ ihny. offered Of paod ror 01~ condcnsal<, d<Jbllal<, Of Olher hquod hydmwtooru. rupc<b•cly, oh bkc I)J>t and 
a,nvtry an lhc rcncnl aru ,.bt_rc produc:c.d .and v.hcn rwt. Ot 2) the h•&he.st mubt price thereof offered or paid "" the &cnc.~l arn •here pn)dutc-d and -.hen Nn. cw l) tbc IJ'OU proceeds of the 
sale- t.hc.rcor. Vrtud~vcr u the crutcr l.tU« •c:rc« thlt before any PI produced &om the bnd htrc:by kucd tJ sokl, \lSCd Of proc:cud "'.plant. II Wlll be Nl'l 6-ce or COJIIO l.c.uor ctroua-h an 
adcqu.ate 01l1nd au scp;ar.tor of con'-"tnrioMI type Of other cqwpmc:nt at least as efficient &o the end lha1 ell hquid hyc1tocubons rccovtnbk &om the cu by such means ....;u be rteO\-Crcd. Upon 
\lr'J'inen consent or Ltuor. the rcqwemcnt th.at such au be run throuah such a s~1~toror ochc.r equipment ..,-gy be waivtd upoo sucb tcmw and cond1t10ns 11 prucn'bcd by Wsor 

(B) NON-PROCESSED CAS IIJ a royalry on any ps (IIICNdm& flam! ps) • .,hoch IS de lined u all hydrowbons and pscous sllbsoan<cJ nor defined as ool U1 Jlq>anl"'pll (A) abo• c. 
produced from lOY well On Uid la nd (cxccpc IS pfOVNkd hcrtln With rtJpt:C.t to IU proeuscd Ln I plant for \he: utnefion Of pso!int, liqwd hydroc.arbons Of other products) 1/4 pan of the: JfOSJ 
production or the: m:ukct value thereof, at the option of the Lc.ssor. such value to be based on the hi&hcst market pric:e paid or offered for IU or con"arab~ quahty in the acncnl arca wh¢rc 
produced and when run, or the cross price paid or offered to the producer. whkhe:vtt is &rcatcr provided that the rnuinun prcssW"e buc. ln rrcuurin& the au under &.his lc.uc: c.onlrlct sha11 not at 
any time ucced 1<11 6S pounds per square: inc.h absolute, and the sundard bue left1KrJt\lrt shall be SlAt)' (60) dcpccs Fehrenhcll, correction to be made for pressure KC:Ordan&IO Boyk's Llw. 
and fot' sp«.afie pvuy eccordtn&to test made by the. Babnee Method 01 by the. most appro-..cd method oftt.sMI bc tn& used by lhc industry at \he lime of te.s:rina. 
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(C) PROCESSED CAS: AJ a roytlty on any ps proc:cs.scd sn a pJOhnc plant or ocher p!Jnt for Lhc rctO\cry or psohnc or other hqutd hydrocalbons.lli ~n of lhc ruKI~ pJ and Lht 
l~u•d hydrocarbons urDctcd or the rNrkct VJluc c.hc.rcof,atlhc optaonofthc l..c:SSOt All ro~lt.u due: hc.rctn Wll be hued on one h~d pcn:ent (I~.) of the kXI-1 pw.& p«)ducbOnofluld..x 
,u attn"but.ablc &o ps produud 6-om lhiS kuc, &nd on fifty percent (SO%) Of \hat pcrcc.m aCCNin& to l..c.suc, o;~~ tuchcvc.r 11 the cru~oer, of the tot.al plant productiOn of hquMI hyaocarbons. 
ltmbuu.blc to the ps produc.cd from th11 lca.s~ proVIded that if liqi.Dd hydrocarbons arc recovered &om PJ proccucd in 1 pl~nt m wh~eh Lcuc:c (or 11.1 pan:nt. s.ubsadwy or affih.uc) Q';lwl\J an 
mtcrcst. then the pcrccnUIJC applicable co liquid hydrocubons sNU be- fifty percent (S0'-4) or the htcbut pc:rctnc &«nun& &O a thm1 p~rty proc:cuu.c ru lhroullll such plant YndcJ a PfOC'CUIIIJ 
JJfccmc:nl ncsouaw-dat arms' kn&\h (or if there uno such thud party, the hlahcst pc.~cnt then be1111 spc:c1ticd m procc.sssnaapccmcnu or contractS 111 the Lndustr)'), "'tuchc\cr 11 the pntcr The 
rcspecu'c roYJIUe.s on residue JIS and on liquid hydrocllbons sh.JU be dctcrDncd by I) \he N&hc.sl rmtkel pncc P'-wi or olferc.d for a.ny ps (or hqwd hydroc.arttoos) or c0fl1)&nbk q\alht) tn lhc 
aencnlarn or 2) lobe poss pnce PIMi or offered rOC' such rc.dduc ps (or diC •et&htc.d nn2JC pou sclhna pn« ror the rcspccb\c Jndcs orhqwd hydroc-arbons). '*hKhc,er u chc peuer In no 
c'ent. howt,er, shall the: royalties. pa)'1bk under !Jus J»11Jnph be: Ius llun l.hc: royJibcs 'olrhich would h.J\e been due hid chc cas not been proc:e.ISCd. 

(D) OT11E.R PRODUCfS: As a ro)'Jhy on carbon bbck. sulphw or any other producu produced or m~nufactwed &om ps (CACCpUn& hq",.J hydrocarbons) ... bc:the.t uld ..,.s be 
"castnghtJd, .. "dry'" or any other p.s, by fracbOnauna. bunnn& or any other proceu111a, J.!! pan or pou producuon of sucb produc-ll. or Lhc marl.et ,...,Juc dlacof, at lht optton of Lcuor, such 
nurk.et vall.C 10 be dck:m•Ded IS follows; 

(I) On the but.S of the: haJbc.st rNAc:t pnc:e oruc.h produt'- dunn1 Lhc a.nc: moDlh • "'h.eh sucb prodloiCt t.S pnld\aced. 01 
(2) On the buu of the aven1c I")U ule pncc ofcnh product ror the same month U1""h1Ch such products art: producc.d, .,.h,c.hc:,et IS lhc: &Jukr 

(E) VARJABLE KOVAL TV: (1) SubJeCt k) lhc olhtr pt0\1SIOCU ofthu kuc, 1t u hereby p.o..,""Jded Wt U1 Lhc e~nt pt"uduct.un 1n p.-)lnl t.~~o~~~ntlllct lS e~u.bh.sbcd pWl"-'nl ~We lcm~ ul 
lhu lux and such producbOn IS brought on hnc and uleJ thercorarc cormtcnced v.tthan c1&htctn (II) moaths oftbc cffccU\c dne hcrcof,lhc to)'11c)' nk: pta\1Jcd hctc:ta WJI be reduced 10 
1o-1 .. and Jhallapply 10 each subsequent w.cU dnlkd and produced oa the land c:o'cmS by thts kue. Pro .. 1dtd INt. 1f dunna s\ICh e1ahtccn (18) month tcnn dWlnJ ~hich leuct m~y cam a 
reduced tOYlh)' nte orlo-.t. as here: an pro ... adcd. Lc.sscc should dnllan aood raath and co"1)1cte the (11'51 ~cu u a dsy hole on the land covered by llus lcuc, Lc:s.sce mol) reccl\ c a Wee (l) month 
cxtens10n of the lema an whteh to nm a reduced JO)'Jity ntc by &Jvan& noucc: '0 the Conwn&ssiODCf oflhc Gcocnl Land OffKc. commcnCin& dnlhna opcnbons on an add1b01:UI w-ell pnoc II) thc 
upanuon ohucb thtu (l) roonth pmod and prOJCCUl.U'IJ chh&ently and an &ood f11th &he dnlhnc ofsuth 1dd1UONI v.elland coq»ktan& same so that produchon "'PI)' In& qW~nnucs as tstabluhcd 
and so that such production tJ brouaht on hnc and sales thercorarc. convncnccd pnor 10 cbc uplTIUOO of such Wee (l) n'Qnth u.tcns.on pcnod. 

(u) In the: event produchon 1n pa)'1nJ q~o~~~nllttes iJ established pW1uanl 10 lhc etrms of &his lc:uc and such productaon LS b•ou&hl on hnc and .uks thereof arc C:Ofm'ICnc:cd :al\c.r Lhc: u.p&nbOn 
o r et&htccn (fl) months from the cff«tivc cbtt hcrcor but poor to the upu-&bOa or l""-cRC)'·fow (24) months from the etfccb .. e d.at.t bc:rcor, the f"O)'llty rate proYMkd herem shall be ttd\IICcJ lO 
ll...S% and shall apply 10 uc:h subsequent "-'CII dnlkd and produced on lhc la-nd covered by thi.J kut' Provtdcd that. 1r dunna such SlA (6) month ltnn dP.&MI ...,.h.Jch Lessee may clnl • reduced 
royalry rllC of 22.S% 1J herein provided. l.c.s.sce should dnU i.n zood (JIIb and C.Ofl1)lck: &he tirsl v.cU IS 1 dry hole oa Lhc: land CO\ercd by dus Lease, Lu.set may ttccive 1 lhrtc (J) n-ontb 
v.tc.aston or the tc:nn '" wluc:h 10 urn a rcctuced ro)'11ty nte by civ'"l not.c.e 10 the Comnu.u10nt.t of the Gencnl Land Olrtcc, convncncma dnUma opcnhON on an addJIJon..al.,.,.cll pnor U) chc 
c.\panhon of suc.h dvee (3) month period and prosceuuna dallacndy and '"&ood Catlh the dlllllaa ofsuc.h addluonal "'ell and con~lcuna same JO &hal producoon aa ~Y'"I quanuuu u nubluhcd 
and so llut such production i.s brou&ht on liM and sales thcttofare cornrncnccd prior 10 the u.pCnt)on of sucb thrn (l) month utcnston pcnod 

(f) NO DED UCTIONS: lessee &lfeCJ Wit all royalties ac.crw~~a to Lessor unrJcr thu: kuc sh.JII be wathow dcducnon ror the- cost o(prodlklna. nn.sporuna. a ad othc~uc m~l.Jn& the 011, 
pJ and Othc.r products pi"'duc:cd hereunder rudy for Ak or usc 

(C) ROYAL TV IN KINO: Notwlthstln.Jan& an)'\hina contauwd hcre1n &o chc contrary, Lessor~)'. 1111.J opoon. upon not lc:u INn 60 cb)'l noucc 10 Luscc, rcqwrc 11 &n)' 11mc or from 
lHnc: 10 11mc that paymc:nt of all Of any royalhcs accnane to Lcuor under \his lc:a.sc be: made 1n kmd w1lhout dedf.tttaon for t.hc: cost or prodf.tt'"l· &athmna. stonn&. scpanunc. crutanL 
dehydntanc, co~re.ssina. procc.SSUl&, b'1nspomnJ and othc:rwiu: m~k.ina the oil, pJ and olht'r producu produced hereunder ready for sale: or usc. Lcuot's nchtiO IJ .. e au t0)11ty an lund shall not 
dmuni.Jh or ncpk: l.csso(s n&htJ or Lcsscc'J obhaations, 'llt<hclhcr uprus or Ul1)1id, WMkr dus lc:uc 

(H) PLANT FUEL AND RECYCLED CAS: No royalty sh.IU be payabk on any ps u may rtprescnl tluJ lease's proponiONtc stu.rc or any fUe-l used 10 proem 111 produced hereunder 
an any proccuana plant Nocwn.hstandin& anytlunc contamcd herein 10 the contrary, and subject tO the consent Ln wntina ofthc ConvnwKmer oflhc General Land omcc, Lcme nuy rcc)"Ck ,u 
for au hft pwpo.seJ on the kascd premisu after Lhc liq..UCS hydtoc.arbonJ conu.i.ncd '" the p.s hl.vc: bc:cn rerno ... cd, and no royalt1cs shall be payable on the: &IJ so recycled unnl such nmc u the: 
nmc IN)' tht'rnft.cr be: produced and sold or used by Len« in such JNnncr IJ to enltllc Lessor lOa to)'JII)' thcJcon under the royalty prOVIStonJ ofthas lease 

( I) 1\I INIMUM ROYAL T V: Owln&any yut after the up111t10n of the pn~ry term oflhiJ Ink, tftlus lca$e is rNIIllllnc:d by productiOn, the roy1h1CS patd 10 l.CS$01 ln no C\<Cnl shill be 
less than mn ;~mount equal to SS.OO per acre: otherwise., the1e shall be due: and payable oo or before dw: lut day o(the month succecdin& the aMivernry cbte orth1s lease 1 swn cqual 10 SS 00 pet 
acre lc:.ss the amoWlt or royalties p;~id dwin& lhc prcccdlnc year 

(J) MARGINAL I'ROOUCTION ROYALTY: Upon Lc.ssc:c's wnltcn appltt.at.an. Lhc School Land Board m~y tcl.l~e: the royalty ntc set out an t1u.s p•npph and/or the nununum 
royalty set out 1n subparapph -4 (I) to u.tcnd the: economic h(c of thas lcuc: and u1counee rccovtry of 011 or &•s that nuaht othcrw-tsc rcnutn wvccovercd Any such royalt y reduction must 
confonn to the rc:qwremcnu or any School Land Boud adminisll'lrive Nics on this subject Roy~lly may not be reduced below the applicable staru&oty min1mwn 

S. ROYALTY PAYMENTS AI"'ID REPORTS. All royallau not taken m k.lnd sh.all be pa1d lO the Commusaoner or the Oeuenl Und Office at Austin, Tu.u. u1 the foUo,.~n~ maMCr~ 

Paymcm of royalty on production of oil and au shall be: u provided in lhc rules set fonh m the Tc.us Repster. Rules currently pro.,.adc lhat ro) .. ll)' oa otlu dlo1C and must be IC'CCI\ed 1ft lhc 
General Und OffiCe on or before the Sth cby oflhc Jccond month succeed.ana the m>nth ofproducuon. and royalty oft cas IJ due and must be recetved in the General Land Orftec on or before the 
1 Sth d.Jy of the second month succ.eedin& the month of production, accofl1)an.icd by the alftdavit ofLhc owner, maru,aer or othc.r awhonzcd aaen" COfJ1)letcd ua the r0nn and tnl.Rixt prcsc:nDc:d by 
the Gt"ncral Land Otface and showLn& the pou amount and duposabOn of all 011 and pJ produced and the rNr .. et VJhac of the: 01land cas. &O&ethcr \1\<tth a copy of all documentS, records or rcpons 
coufumm& the &ross product.on. d1SpGS1110n and market value includina KU meter rcadmp, p1pc:lmc: rece1ptJ, ,as lane: rccnpi.S and oi.Mr chcckJ Of memoranda of amoWll produced and put 1nto 
ptpclines, tanks, or pools and a.u hnc.s or cas stora&c. and any other rcpons 01 rttOtds "'·b.ch the Gencnl Land Office ny requue to \cnry lhc poJJ productaon. dupostuon and marLct VJI~~e In 
all Cut'S the: aulhonly or I managc.r Of •&ent 10 ICI for the Lessee hcreLn must be filed tn the Genrnl Land orrl<'e Eac.h royalty payment shall be acCOf1l"lntcd by I ched. stub, schcdWc, sWTV'T\lry 
or other rc:nuttanc:e adVKc showina by the usigncd General Land Office lcuc: nwnbcr the a11'0Wll ormyalcy bema: p~Jd on cath kue lfl.c.sscc pa)"l his royalry on or bcrO« thllty (lO)ct.ays after 
the ro)'1hy paymau wu due, lbc:n l..csscc owes a pm~hy ofS% oo the to)'OIIIy or SlS.OC, ""tucbc\c:r u pater A royalty payment .. tuch is O\'Cf t.huty (lO) days lite sh.lllacc:ruc a pc.nall)' of 1~1. 
of the: royally due or S1.S.OO whichever u crcattr. In addttion co a penalty, royaltlCJ Jhallac.cruc: mtcrcst at a nte of JlY. per )'C&r, sucb uuercsl .. ,u bc&LA ac.crwn& v.hcn tbc royalty is suey (60) 
days overdue. Afftebviu a.od supportin& doc:wrcnts wtuc.b arc 001 fikd v.bcn due sha.llmc:ur 1 pc.nalry U\ an amount set by the Gc.ntnl Land Office adnuni.Sir1U\'C rWc v.hteh IS t' ffccbvc on lhc 
date when thc amc1avatJ or supporun.& documcnu "'ere due. 1bc l..csscc shall bear aU ttsporuibil•ry for ~Y'"I or uusma royalties co be put u prcscnbed by lhc due cbtc provided hc.ttin. 
P1ymcnt of the: cklinqucncy penalty shall ia no way opcrat.c to probibi11hc Stak:'s naht of forfe1turc u provided by bw nor aa &o posq»oac: dw: date on 't\iueh J0)'11UCJ v.erc on,.oall)' due. Tbc: 
abo,·c pcn.alry proviSions shaU aot apply in UJn or Litle: dupute u 10 dlc: Stak:'s pomon orlhc: royalty or co that ponton oflbc ro)'Jll)' U1 duputc u 10 fair marktl VJiuc 

6. (A) RESER VES. CONTRACTS AND OTHE;R RECORDS: l..t:U« shaU annua.Uy (unush lhc Corrmwaacr oflhc GeDml 1..and Offic:c With 1\S bat pos.sible cstunJt.c ofo1l and JIS 
rcscnu und.c:dy\n& tJus 1usc: or aUoabk: 10 t1us kuc and shalt funush saKi Conwnr.ssioncr wath cop1cs of all contncts Wldct wluc:h p.s LJ sold Of processed and all subKqucnt apcanc.nu a.nd 
amendments to such contracts wilhin thirty (lO) days at\.cr entcrinJ inco OJ makin& such concnc.u. acrecmcniS Of arradmcnu Sue~ coe:uncu and a~nu ...,baa rttetved by \be GOtnll..and 
OffiCe sllaU be held '" <e>nrldcncc by lhc Gcn<nl Land OffKc Wilen olhcrwisc alllhonzcd by Ltut< All ocher conoracu and re<e>rds pcruUIIn' 10 lhc pn>ducuon, .. nsporuoon. sale and 
mubtin& of the oil and'" prod\IICCd on aid prtnuSeJ. u:acludin& the boob and accounu, rece&pu and dlJCha.rau of all "'ells. canb. pools. mc:w.rs, aad ptpcbnc.s s.baU at aU b.mcS be sllbj«t 10 
1nsp«UOn and c.urronation by lhc CormUsiono:r oflllc General Land Offocc,lllc AIIOm<y Geoml,lhc Govt,_, or lhc r<JII'<'<OUDie of any of !hem. 

(B) DRJU.ING RECORDS: Wri~te~~ aoliec of all opcnuons oo lhu leu< shaD be subrnu.d 10 lhc Cormus10atr oflhc Gen<nl Land OffK< by l.dscc or opera lOt fiv. (S) <b)'S before sp.>J 
dlt.t., worko .. er, re~n&ry. ICqJOnly a~o1 or plu& and ab.a.ndorunc.nt of any ~ell or -.·ells. Suc.b wnn.cn nonce to l.bc Gentnl Land OCftec shall anclude copiC:I of Railro3d CommusKNI 
fonns for applicauon 10 dniL C09;u of wcU I<SU, CO!Il'lciJOft 1<poN and PNu"'l 1<poN sllaU be l"''''hcd 10 lhc Gcn<ral Land Ollicc at lhc tunc IIIey or< filed ,.,lh lllc Tuas IWitoad 
Coama.t.J.,n. l,..c:uc:c shall supply the Gmtn.l LaDd orrace Wltb any records, mrrmra.ad.a., accounts, rc:poru, c:utbnp and CO«".S. or ocher IDfOilNI.OO rtbti\'C 10 the opcraooa of &he abovc--dc:sc.riJcd 
prcmaJcs, \lr'h.ch may be rcqUCJtcd by the Gc:ncnl Land omce, I.D add.tuon 10 thok herein uprusly provtdc-4 for J..uscc shtU lgvc: aft dcctncal uaciior racbou&mty survey made oa the: borc·hok 
scc:oon. &om the but of &he surface: casiq to me lObi dc-pcbof"'·cll ohU ~cllsdnlkd oo lbc: abo'c ducribcd pru:nsc:s aad WU tra.nsmrt aln.IC: copyohbc k>& o(ut.b survc:yon cac.b •eU '0 lhc 
Ocncrall...a..od Olrtc.e within 61\cen (IS) cbys after the nv.kin& of said sun'C)' 
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(C) PENALTIES: Lusu shall inc.ur a pcnahy ~he never rC'pOCU. documents or othtr matcmls are not fikd tn lhc Gcncnl Land OrrKc. when due The' ptnalty for late filtnJ shall be stt by 
1M Gentn l Und Ofl"tec adnllnistt'IUvt: rule 'WhK:h 11 d fcc:tivc on the date ...,.hen the matc:riiiJ wert due in lhc Gcncnll.and Office 

7. RET Air-l ED AC REAG E: Notwlth.sUnd•n& a ny provu10n ofthlS ~au to the contrary, atkr a we ll produc•n& Of Cipablc ofproductna otl or 111 has been co~lt:tcd on the leased prcm su. 
I us« shall curcisc the dlfiacncc of 1 ru sorubly prudent opcrttor In dnllina such addttional well or ~ells u n'll)' be rcuorubly n«cssary (Ot the pf'Ope'f dcvdopmcnt of~ lcucd pnrN.kS and 
'" nurl.ttinJihc productJOn thc.rc·on 

(A) \ .ERTICAI .. · In the cvcntthas lu.sc u: 1n forte and effect two (2) yurt af\cr the tApinhon date of &he pnmary or ntcndt.d ttnn U shall then tcmun.atc as tO a ll oflht lu ud prtnvscs. 
E~CEPT (I) ~0 Jem sunou.nd•n& each oil ""'dl capable o f productn& •n pay.ns quantnics and 320 acrts surrou.ndm& each au well capable ofproducana1n pay1n1 quantities (u-.cludinl a shul•ln 
011 or cu " ell u pro,.,ded in Parli"Ph 11 hereof), or a well upon which LeJ.scc b then cn&liCd 1n continuous dnlhn& or rtw6rk1n1 optrations. or (2) the nwnbcr of aere.s U"Kiudtd m a ptOCtuctnJ 
roofed uni1 J)WS\Qnlto Natunl Resources Code Scccions 51.151-52 ISl, or (l) such pacc:ror ksscr numbc:r ofacrts as m~y then be allocated for produchon purposes to 1 prorahon wnt (Of u ch 
such produc1n1 well under the rules and regulations of the Railroad Commbs1on of Te:us, or any successor aacncy, or other aovemmcnul authonty ha"'"' JUN<hction. W1thm 90 cbys of a 
par11lltermitull0n of this kase in accon:bnc:e w1th this subparapph and upon payment of the mmmum filin& fcc set by Gcncnl Lind omcc rules in effect at the Clmc of the pan~l tcmurutK>n.. 
Lessec shall ha'-c the riahc 10 obU1n a surface lea.sc for mrress and ep-ess on and acrou the tenninated portKJn of the leased prem1SCJ as may be reasonably nccewry for 1hc contmuc-d opcraoon of 
the portions of 1hc lease renuinina an force and eiTecL If LesKe f11ls to apply for a swface lease Wldnn 1hc 90 day pcnod spcci(~ed ebovc. LuKe may apply (Of a sw1acc lease from the land 
Off tee. but the U nd ComrTUss10ncr has the dtscreiKJn to p-ant or deny such applicatiOn and to set the fcc ror such surface lusc 

(B) IIO RIZ.ONTAL. In the CY'Cnt lh1s kasc is in force and effect rwo (1) years aftc.r the u.:pU'IIIOCI cbtc of the pnma.ry or utcnded cc.rm 1t shall furlhcr lermanatc u to all dCl)ths bclo..-.• 100 
feet below the total depth dnlled (hereinafter "'deeper depths"') 1n each ~·en located on acru cc rcta1ncd'" Parapph 7 (A) abo\e, unlen on or be fort 1...,'0 (2) years after the pnnury or utcnded 
term Lessee ptys an amount f'qualto ont·half (112) of the bonus ona&nally patd as considcntion for th11 lease (as s:p«l(~d on p~ae I hcrco() If s\Kh amount 11 patd. thu lease shan be m fOIC'c 
anJ ciTect u &Osuch deeper depths, and satd temunauon shall be dcllyc.d for an add1tional pcnod or rwo (2) yc.aJJ and so kma thcrnfter u 011 or au 11 produced 1n pa)'lnl qW~nllhH from such 
deeper depths co,.-ned by thll lease 

(C) 1Df"..i''T'IF1CAT10 N AND FILING: Tht surface aCTt'a&e reta ined hcrtundcr as touch well shalL u nearly u prteocal be 1n 1hc form ore squart ""1\h the -.cU loc:atf'd m the center 
thereof, or such other shapt: as may be approved by the Stboo1 Land Board Wnhi:n dUrty (lO) days after plltllllcnntnabOn of th1.1 leuc: u provxkd hcrctn. Lessee shall uccutc and rtcOrd a 
rckue: or rckases contamifll a sat1sfacl0ty lepl cSescnptJOn of the aeru ae and/or depehs not rcumed hereunder. Tbc recorded rekm , or 1 «mned copy or samt, shall be fikd m the CieMral 
Land omcc,IC:COJT1)anicd by lhc filina fee presen'bt:d by the Oencnl Land OfTtee rulu 1ft ciTetl on tbc date the release is filed. lfl.uae rails or rcfusc.s 10 UU\ok a.nd rcconl suc.h relax Of 

rekases wittun niMty (90) d..ays afttr bc:ina Kquc.st.td 10 do so by the Gc:ntnl Land omce, thea the ConwnisSIOntf I I has sole dltcrCbOn may du!pule by V.'Tlllen UIStrwncnt the UftiJe andlot 
dqKhs to be rcka.sc:d hereunder and record J\Kh 1nstrumcnt at Lcsscc' upcnsc: tnlhc county or counties .,..hc:rt the k.asc u 'ocaled a.nd 1ft the ofTtcial rcconls of the General Llod OtrtCc: and such 
dcs.1pahon shall be bindin& upoa Lc.ss.« for all purposu If at any umc: al\cr tbc etrecb\C date ortht pamal tc:muation provu10n1 hc:Tcor, the apphcabk (~ekS Nks arc chan&cd or lht "'t:ll or 
v. clb Soe1ted thc.n:on arc rcclus•f!Cd so that leu acruae 11 thttt:aftc:r 1lloatcd 10 ntd ..-.ell or ~~~oclls for producnon purposc:s, thu kue sh.all thtreupoatc:rmanatc u 10 all acruae not thtruf\cr 
allocated to sawt well or v.eU• for production purposu. 

1. OFFSET \\fELLS: If 011 and/or au should be produced U\ commcre:ql q\QntllKS from a well located on land pnvatcly ov.-ncd ot on State: bnd kucd at a knc.r roy.hy, v.h~t:.h 'Ill. til IS W1thtn 
one thousand (1,000) reel of lhc an.a included hc.rc~n, or ""bich v. c1l11 dnuuna Lhc arc1 covered by lhis k&K, the Lc:sscc shill, Wldun suty(60)d.ays at\cr such m1ht l producbOn &om lbc: dn~nma 
v.cn or the v.cllloatc:d ""' !thin ont thouund (1,000) (c:ct 6om the: area covered by this kuc bc11n tn JOOd fa1th and prosecute d•hcently d'l: drilhn& of an offkl well on 'the area CO\"t"ttd by IJu.s 
leuc-, and such offset well sh.all be dn Ucd to such ckpth as rNY be ncecuary 10 prevent the undue dnwae ofthc aru covered by du.s kuc .. and thc.l..usu, mutJtr Of dnlkr sh.a.lt usc aU muns 
nccc:uary t.n a &ood ra1th effort to make suc.h offset ~~~o'tll pc-oducc 01lanl!for ps 1ft commcrt\11 quanllttcJ Only upon !he: dct.c:nnrubOR ofthc: Cormvss10nc' and \lo<lth h1s wnnen approval. may the: 
payment ora con-.xnsatory royalty unsfy the obl•vnon to dnll an offset ~·ell or v.·eiiJ rcqwrc:d uncle' lh.aJ hnpph.. 

9. DRY IIOLEICESSATIOI' OF PRODUCTION DURING PRIMARY TERM: If, dunnathc pnmary l<nn hcn:oh nd pnor U> d~S<ovcry and prodcrion ofool or au on SliCIIand. Luscc 
should dnll a dry hole o' holes thereon.. Ot' ar durin& the primary t.c:rm hereof and after the d&scovcry and acrual producbOft of Otl or ps 6om the kucd prmucs such produc.bOn thereof should 
ccuc from any cause, this k:ut. shall DOl tcrm~rut.c: 1f on or bc:rorc: lht u pnrion of suty (60) days from cbtt of cofll)k:bOft or p id, dry hole or ccssanon or producnon t..uscc commences 
additional drilling Of rcworlcin& ope: ratioN thereon, or ,.)'S or tcndcr1 the nut aM~I dcby rental in the u mc manner u provided in thas ~ If, dunn& the lut yur of the prirNry IC:rm or 
v.-ithin siAty (60) cbys prior lhcttiD, a dry hole be convicted and abandoned. or the: producnon or oil or ps should ccau: for eny nun, Lc.ssce·s n&hts shan rcmllft an fuJI forte and effect Wlthout 
further opcn.IKJns unhl the u:pU'IIKJn of the primary term. and 1f Lc.sscc has not resumed producuon in paying quantitau at the upinrion of 1hc: primary ccrm. l..c.s.Kc JN)' tmlfttaln thas k&K by 
conductina add1riorul drilling or reworking operations pursuant to Puapaph 10, us&n& \be t.1.pir111on or the: primary term u the date: of tusatioa of produc:OOC'l under Panpph 10. Shoutd the 
first .. ·ell or any subsequent .,.ell dolled on the above dcsc:n'bcd land be CO"l)kted as a shut·1n 011 or 1-•s ...,.ell W1thtn tht primary 1cnn hcrc:of. Lustc may ruwnc payment of the aMual rcntal 1n 
thcsan'C' ma nner as provided hc: rc ~.n on orbdore the rente I paying date follo'Ntn& the u piraoon ofsu.ty(60)days &om the date ofto"ll'kooa ofsuchshut-in 011 or au .. c:u and upon the failure: to 
nuke such pay"'cnt. this lcuc: shall ipSO facto terminate I fat the uptntioo of the pnmary term or any tunc thereafter 1 shut· In odor au wcll11 'oc1tcd on the lcucd prcmscs payments may be 
nude 1n accordance: w1th the s.huHn provisions hereof 

10. CESSATION. DRILLING, AND R£WORKJ NG: If, after the eAptrltion of the: primuy term. productaon ofo1l or au from Lhc !cued pn mm s, after once: obtai~ should cease from 
t ny c1we, th1s lease sh:al1 not terminate tf Lessee commences additional drilllna or rewor\:ina operations wilh1n su.ty (60) days 1ftcr such cusat10n. and this lcuc shall remain '" full forte and 
effect for so lana u suc:h optn tKJns contmuc in &ood f11th and tn workmanlike manner \lo<tthout interrupt tons totalina more than si:...ry (60) days. If such dnlhna or rcwork•n& openhOr\S resullm 
the produc110n or 011 or au . the leue shall n:ma in in full force end etfcct for so lana as 011 or au i.J produced 6"om the leucd prcmilu in ptymc quant1tks or payment of shut·in otl or au \I.CU 
roy1llics or paymcnl of con-c>ensatory royalries is made as provided herein or u provided by law lf the: dnllins or rc:WOfkinJ OpcDtJOns ruuh 10 the COfT1)1ction of a -.ell as a dry hole, the: lease: 
will not tenruNte 1f the Lcn ec commences add1tional dnlhn& or rewor\:in& opcnuons W'lth1n sLAty (60) days after the c:o~letion of Lhc well u a dty hole, and th11 lcue. sh.all ren\Jtn 1n dfec1 so 
long u U.sscc continues dn lling or reworking oper. tions in &ood faith and in 1 .,..'Orkmanhkc m~nncr Vtl'lthoullniCrTYphOns touhn& more than suty (60) deys Lcuee shall C''e "'ntten nohce to 
the General Land OIT.cc •llhtn th1r1y (30) days of any cwatton of productiOn. 

II. SIIUT· IN ROYALTIES: For pwposc:s of this pan,nph, •...,ell" means any "'en that tw been Ullpcd a ... en number by the state aaenc:y havlnJJUruchthOn over lhe producbon of 011 
and aas rr at any 11mc after the u pin llon of the pnrrary tc.nn of a lease that. unul bcm& shut 1n. was bc:in& m~mtaincd m force and etrccl a well capabk of prodUCUIJ oi l or ps ln pa)"n& 
quant1t1tS is located on the lcucd prtmisc.s, but oil or au is not bc:1na produced for lack of suiubk prod\Ktion fac1btKJ Of lack of e suiab&c rNrkc:l thtn Lc.s.sce may pay u a shut·1n o1l or au 
royalry an am>uns equal \0 SIO 00 pn acre. but no1lcu !han S l,lOO a )'Cat for each 'lll.'tll eepablc o(producmc o1l or aas m pa)"'n& quantities To be effcth\'C, each lnlllll shut• an 011 or liS royalty 
nlUSt be: paid on or be: fore. (1) the cxp1n tion of the: prinury term. (2) 60 dlysaftc:r the Lessee cc:ases to produce od or &U &om the lcucd pccrmes. Of (l) 60 d.a)'S el\t:r Lc.sscc COI't1)1etc.s a dnll•na 
or rtv.orkin& operatKJn 1n accOfdancc wnh she lusc proVlSions, ~htthcvcr cbte IS lataL If the shut·•n oil or ps ro)'llry u paid. the kuc shaD be constdcrtd to be: a produc:.na kuc and the 
pa)omcnt sh.atl utend the: tc:rmoflhc tease for a ptnod of one year from the: end.ofthc pnm~ry cc:rm. or &om the (lfSt cby of the month folioWina the month in .,.,_hteh produe~ ccucd. and. after 
lhat., 1f no sun;ablc productiOn facihtiu or suitable market for the: oil or aas U11l.S. Lessee may otcnd the kasc (Of fow mon: JUCCUSI\'t pc:nocls of one (1) )'Cat by PlY'" I the same amounc c:ach 
yell on Of before: the exp1nnon or cKh shut-1n yc:ar 

11. CO' I PF..NSATOR Y ROYAL TIES: If. dunn& chc: pcnod the lease IS .. cpt 1ft c:tfttt by payment of tbc s.hul·ia oiJ Of Jal royalty, oil or &U IS sokland dch~Jed 111 paytn& q\QniiUC:S &om a 
v.cll loa ted v.1ltun one t.hovsand (1,000) fee t of the lcucd prtmses and c-arr.,lct.ed U'lthc: same produc:ina rcstt'Y'Ou, Of in any cu e in wtuch dnuuac" occ-wrinc.lhc n&M 10 contsnuc: 10 ma1nU1Q 
the lcuc by PJ;)'IOJ the shut-in oil or p.s royalty Wll ceuc, but the &cue shall tcrNin ctfec.b"'C for the n:mamdc.r or lhc yur (Of v.tuch the rvyalty has been patd The Lcs.sc:e may nmta1n the 
lease for four tn)l't successiVe ye-a rs by ~sscc PJY'"& CO"l'<-nJaiOfY royalty at the royalty ntt pro\'1dcd 1ft the k asc of the n-.rkct value ofpcoducdon 6-om the: •en caus•nalbc dninaac or *hiCh 
is C'OfT1)fe tcd 1n the same prochac111a rcsc:I'YOir and Wlth.n one thousand ( 1,000) feet of the kucd premises. The ~nsasory royalty is to be paid moDZ.bJy 10 the: Corrmwionc::r bcJftllm& on or 
berG« the- Wt day of the rronlh roUowinathc: mon\h '" v.htCh the: 011 or p.s 1.1 produced tiom the weD c.austn& dx dnln&JC or that is: COft1Jlctcd iD lhc: umc producUI& rucrvoir end kx:ated within 
one: thousand (1.000) feet of the leased prt'ft\li(J; if the COfll)C'nsatory royalty pawt m any 12-monlb period U in an arno\W leu lhan tbe: a.naual shut~in oil or ps roy~ tty. Lest« shaD pay a.a 
amount equal CO the d1ffcrcnce w1th1a thirty (30) days &om &be end of the l l·mondt pcnod, and nooc oflbc.sc provisioN Yt'1ll Kltc\'C l..asec oftbc oblipboa ofrusonablc dc:vdopmcnl nor the: 
obb&aUOn \0 drill oiTRI wells u ptOv;dcd in N R.C. Sc:ction 52.0~; ho .. evcr. II the dccc:rmtnabOn of the Commw10ntt, and with the Commissioner's wnac.n epproval the paymcnl or 
co~nsaiOry roy.ohocs shall sarisfy the oblopuon U> dnll o!Tscl wells ~nsa!Dry roy.olty paym<nu wluch an not timely paid willoccruc p<nalty and Ootuul., accorda«c Wldo Panl"'plo S 
ofdoos lcll<. 
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ll. EXTEfoiSIONS: u: at lbc upuauon of the pnnury tcnn of thu ka.sc, producbOn of oal or ps hu not bun obuUW:d on the kascd prcrn.asu but d.nllu\1 operatiOnS ate bc1111 cooduc-kd 
thereon In sood (.a ith and &II a aood and worluNnlike m~nncr, Lessee may, on or before the uptnbOn of the pntnlity term. fik In the GcneraJ u.nd omc(' Vfi."'Mikn appbcatiOQ to the CormuSIOncf 
orlh< G<n<nl Unci Offo<< for • tluny (30) d.ly ul<nsoon ofllusi<•J<, ac~ .. l<d by p.J)'T!l<nl orTlv« TlooiUand Dollm (U,OOO 00) oflloosl<uc co•m su. hunc!r<d rony (640) •cocs ot 1<u 
and SaA Thousand Dollars ($6,000.00) a( tha.s Inn ecwcn more lh.an su. hw.dtcd forty (640) a.crc.s a.nd \he Commw110ncr shill, ia wntina. utcnd lhis kuc for a duny (lO) cby pcnod from aftd 
after the CXpU11ion Of Lbc primary tcnn and SO &on.& thereafter U Oil Of JU I.J produced U\ payin1 qv.&nhOC:S; prov*d t\uthcr, chat Lessee 1111y, 10 \onJ U such dnlhRJ OJKBhOlU an bcmJ 
conducted rNkc like tpphc.ahon and payment durincany th111y (30) d.ay t:Atcndcd pcnod for an add1110nal utcnsion o f thiny (30) days 1nd, upOn rcccapt of such appiKahon and ptyment. the 
Convnissioncr stull, m wminc. aeain u.tcnd thiJ lease so !hat same shall rerNin 1n force for such addJ~.JCtnalllurty (10) d1y pc:nod and so 'oaa thereafter u od 0t au as prod~.~~;ed an pa)'llll 
qUlnht ics; proVIded. however, Wt this kuc shall not~ eAtendcd for more Wn 1 tocal of three hundred mncty (190) days from 1nd after the e.lpinnon oflhc pni"'Ury tc:nn unless production 111 

paym& qu.anhUcs has been obl.a incd. 

14. US£ O F WATER; SURFACE: Lessee shall h.a\-C the n&ht to usc water produced on sa ad lind nccmary for opcr~tions hcreWldcr and solely upon Lhc leased prcnu.scs, provided. hov.e\er, 
Lessee shall not usc potable water or water swablc for livestock or imaation pW'pOKS for wat.cr flood QPC1'11 UOns \lo<athou.c lhc poor '1111-Tlltcn wnsent of Us.sor SubJect \0 1ts obhp110n '0 pay 
swfac:c d.an~au. l.cssec shill have lhc naht to u.sc ao rruch of the surface of Lhc land !hat nay be reuonably ncc:cs.sary (or dnlhn& and opci'IIUIJ ~clb: and nrupontn¥ tnd rn~rkctanalhc 
produttiOR there from. such usc to be conductcd Wldcr conditiOnJ of lca.st il\fwy 10 the surface or thc la nd l.cucc shall pay sutfacc d.ai'T\l,CS In an amou.nt set by thc Gencl'll Land omcc fcc 
schcdulc which is c:rrec:dvc on the date when the KbV1t)' rcqwnna thc payment or surfacc ~IN&CS occws. 

IS. POLLlfTION: In dcu:loplna thiJ aru, Lcuce shall uu the hiahc:n de pee of care and til ptOpC"r safe~rds to Pf':\ent pOIIut)Qn Without lmuunc the fore souse. pollutaon of couul 
"'elbnds, ~1unl wak~)s, mcrs and a~ed WJtcr shall be pre'tentcd by the u.sc ofconumniCnt facal111ts su!ftcaem w pte\ellt sp1llaac, sccpaae orarowld wat.cr contammo~.hon. Ia the e~e1u 
ofpollulten. Lessee shall usc til means ac ill disposal to n:tapiWe all esc:apcd hydroc.rbons or Olhcr polluunt and sh.atl be responsible for all cbmace to pubhc tnd pnVJ.Ie propc:ruts 

(A) UPLANDS: Lc.sscc shall bwkland nu1n111n fences aroW"Id aiS slwh, SW'Jl), and dnlna&c pits and Link blucnc.s sou to protccl h~·ntod. I&IIIUI loss, cb.n~&c 01 U'IJUI). and upon 
eon"l<tion or abondonrn<ru or .. y well or ~ells, Lessee wll fillond l<•ci•U shWI pus lnd cclbn and <Ofl1ll<!cly cluo lip 111< drillonl Ill< or all nobbosh d><r<on 

(B) SUB~J ERCEO LANDS: No diSCh:lr&e ofsohd wa.slC' or &arbaae shall be allo~cd uuo Sutc v.~\c.n from uy dnlhna or suppon \e.su1s. pc-vJ~o~Cuon plld'onn. en.- or supply boat. 
bar&c.. pd.-up na 01 other c:qwpmcncloeaud on the k&s.cd an:t Sohd ~-uiC' Wllancluck buc shall not be hmalC'd 10 con&auwrs, eqwpmcn&. rubbash. pla.s:tlC, sl.us. and any ol.bcr rN n-.a~dc non-­
blOdcpd.abk 11cms. A sap must be displayed 1n a tuah tnr.fTioC: arc.a on aU \eS.SCIJ and rranncd platforms sunna. •Discharae of any sobd .. uiC' Ot J.&rbaJe an10 SULC" Watcn &om vcucls Ot 

plJtforms lS s~tly probibiwd and rray sUib)C'Ct a sc.aw ofTc.u.s kuc to forfeatwe. • Such stlkmc.nt shall be m k.ncf'llll ofat kut 1• ""sue. 

(C) R1V£RS: To the utc.nc nc:ccssaty 10 prc\·ent pollution. &be ptO't'WOftS found ia subsccoons (a) a.nd (b)oflhas PJI1plph shall also apply co m-en and me~ 

(D) PENALTY: Failw-c lOC"O~Iy with the rcquucmcnu oftlus prOviSion rNY rc.sult aa the nY-'UlJWTlpcnahy aUo~ed by l.tw mc:hadUI& fodellurt oflhc k.a.w l.c:s.sce WU be l~.c (ur lhc: 
d.a.nu&es auscd by suc.b &.alun 1.ad any cos:IS and cxpt.rua incurred lA dc-,.nana areas affcc:kd by lb. dJSCharacd wutc-

16. IDENTIFIC ATION MARKERS: Lessee sluU erect. at a duW'Kc oot to u.cccd tv.cnry-five (lS) feel &om ca'"b ,.·eU oo lhc premuu CO\-'CR"d by thlS kJ.U,a kp"bk 11p on .. tudt stun 
be staLed the MITII: of lhc opc.n ror, the lc:asc dcsipu.rion and lbc: .. en nwnbc:t Wbcre rwo <K more '1111-tlls on the umc lcu.e or \~.<here -.ells on two or more lcucJ are tonnc:c\cd co the umc !.Ink 
b·ute.ry, whether by mchvKS~al flow Hnc connections direct w the tank or taW or by usc of a mulbplc hc.adcr syncrn. cuh hnc bcr.·ccn cadt v.eU and such u.nk or header WU be ~P,Iydc.nof~d 
at all tin-.:.s, catMr by a f~y attached b.l or plate or an tdcnnf.c.atlOn propc.rly painted on such hnc: ala dss\lncc. not 10 ucctd three (J) feet from such tank or header connccoon Said SICN, tap, 
plates or Other tdcntif~earion markcr1 shall be mamta~.ned U'l a lcsiblc c:ond•uon lhtouchout lhc term oflhtS lease. 

17. ASSICNM E.NTS: The leue may be transferred ttany tunc, provided. howe .. 'CT, that the hability of the tnruferor to properly diScharae Ill obhaanon under the kuc, ancludma properly 
piUJ&Ull abandoned wells. removana pl:ufomlS or pipclinc:.s, or remcdll.hOn of contamination at drill Situ shall pus 10 the tnnsfcree upon the pnor wnucn consent of the CorMll1Stoae.r of lhc 
(jencnl L.a.nd omc.e. The Comrni.SJioncr may require: the transferee 10 demonsuate financ11l rcsponsibilny and nuy reqwre 1 bond or Other scc:unty. All transfers must reference the lusc by the 
rile nwnbcr and must be recorded in the c:ounty where the area IS loctlcd. and the recorded D"2ru: (er or a copy cenaficd to by the Cowuy Clerk of the couruy whcrt the tnru:fcr i.s rec.ordtd must be 
filed in the Gcncnl l.and Office Within nl.llCty (90) days oflhc uecution date, u provided by N R.C. Sccuoa S2 026, lct0C"J1)1med by lhc mine fcc presc:nbcd by the Genenl Land omce rules In 
effect on the date of rccc•pt by the General land OffiCe of such transfer or certified copy thereof. E\--ery a-2ruferee shall succeed 10 all ri&hts tnd be SubJ«I \0 all oblisations. lilb•htics, and 
penalties owed lo the Sute by the ori&ill.lllcskc or any prior tnr.nsfc.rcc o( the lease, LnCiudinaany liabahun &o the Stitt for Wlp1Miroyal11cs. 

18. KELEASES: l.c.ssee 11'\ly relmqu1Jh the n•hts 111'11Rtcd hcrew)(jcr to the State at any llmt by rcc.ord111a thc rclinquubmcnt In lhc councy -.here th.ls arc.t u Jltu.~lcd and fihn, the rccOtdc:d 
rehnqui.Shtnem or c:enaficd copy or umc an the General Lind OfT~ec wuhm nanccy (90) days tftcr 1U uccuuon acco~aNCd by \he film& fee prc:sc:nbcd by the Genc1'111 UAd Ofncc NleJ 1n elfecc 
on W date of re<lc.•pt by the General Land Otraec. of suc.h rclinquuhmcnt or ceniticd copy thereof Such rc linquuhmcnt will not hive: lhc effect of rekuinc Lc.ssce &om any ho~.b1hty then: to fore 
accrued in favor of the Sate. 

19. Ll EN: In accordance ~·ath N R.C. Se-c non S2.1J6, the State shill ha't'e a fUlt hen upon all oil and aa.s produced &om thc IK"I co~·ercd by du.s k~ 10 sec-we paymcn1 of all unpni rG)"II()' 
and oc.hc.r sums of money Oat m&y become due under &hlS kuc By a«cptlnce of du.s kue, Lcucc anna thc State. an add1h0n \0 thc lien proVMkd by N R.C. Scc:bOn Sl 136 and any olhcr 
~pphable sututory hen. an o .pcc.ss c:ontncrual hen on and sccunty mlert.st ut alllca.scd rruncra1s m and umctcd &om Lhe leased ptema.su. all proceeds \lo<lucb rNY lCCNC 10 l..cuc:c 6om the ulc 
of such leased mmenls, .. bclhcr such proceeds arc bcld by Lc.ssc.c Ot by 1 lhard p&ny, a.od aU fu.turc.s on and lq»''\Cmcnu \0 d'w: kascd prc.masu ""dan comccuoa ,.'llh lhc: produc1lon 01 

procustna of such kascd mnuats tn order 10 sc.c.ure the pa)1TIC:nl of til royalucs or Othc.r a.mouna due or &o b«omc. due under thlS lease and 10 secure pa)rncnt of&ny dam~JCJ or k»s lbat Lessor 
R\a)'" suffer by reason of Lessee's breach of any co~·e~nt or conditiOn of this k.uc, whether upreu or "'""bed. Tbu hen and sccunty •Dtc:rc:st rray be CoruJoscd ,.,lh or Wlt.bout court procccchnp 
1n the rNnnc.r proVIded m lbc Tulc I, Cbapc.cr 9 of the Tu.u Bustne.SS and Commerce Code. Lcucc: aptts that &be Cormus.s10ncr IN)' reqwrc l..cucc co u.ccutc and rcco~ such ansbW1xnu: u 
nuy be reasonably ncc~ssary 10 acknowkdae. atllch Ot pcrfcct lhiJ hen Lessee henby rqntscnu thallhcrt arc no prior or superior hens aruins &om and rellun.a eo Lus.cc's acbvatJU upon lbc 
:abo\c-dc.scnbcd propcrt)' or from l...cJ.scc's acqws1b0o of this kuc Should the Comnuss.oncr at aay tunc dckmwnc \hal dus rtpre.scou.bOn as DOl true, then the Cormus10nc:r may dccllrc llus 
kue forfcucd as proYMkd bc.reLn. 

10. FO R.F£1TUR£: l(l..csscc sN.U 6.1101 rcfUs.c to oakc. the paymtnl ofaayJWT'I Wlllun &huty (30) days after 11 becomes due, or 1fl..cuce Of an aU\horuc:d accnt shouJd MowancJy md.e any 
f.alsc return or f~lsc re-port concemm& producbon or drilltnJ, or afl.c:s.sc.c shiU faal Of refuse &odrillanyolfset wcU or wells in cood fa1t.h as requut:d by bw tod the: ruJc.s and tcJulaUOCU adop&.cd by 
the Commissioner of the Gencnl Land omce, or if Lessee should fl.JIIO fik rcporu an the manac.r requited by law or 6•1 to co~ly ""1th rules a.nd rccuJ<~uons promulpkd by the General Land 
Off~«, the School t....a.nd Board. Of the Rallro.ad Commw10n. or refuse lhc: proper authonry access 10 lhc: records pcnaUuna to operations, or if LuKe or an audaU:cd aacnt should lnowm&Jy f11l 
or refuse to g1ve corTccl infortNtion to lhc propcrtuthority, or knoWV&Jly fl-11 Ot rcfu.sc 10 fwuasb the Genc:n.J Land Office a ccmca lo& of any ,.cU. or iflc.sscc shall bo .. 1ncly ~tol.atc any of lhc 
rNCcrul provulions ofdUs lease, or 1fthis ~a.sc tt assac:ncd and the w ipmcnt 1.1 hOI filed in lhc Gcncnl Land Ofrtce u rtquucd by bw,lhc nchu acqw.rcd under 

lh1S tcuc shltl be subJect 10 forfeatw-c by the CorrmwM)ntr, and he shall forfe11 umc when suffiCiently 1nfonncd of lbc !acLS Y..hsc.h authonu a for(euure, and *hen forfeited the trca shalla&tm 
be sub,ect to lease to Lhc h•chcst b1dder, under the same resulauons controllmc the ona1nal lllc or leuc.s However, nolhlna herem shaU be consuucd u wtlvinJibc aucorNiic tcrminabOn of this 
lease by operation of law or by rca.son of any spcciillimitauon ansana hcrewxicr. forfe iture-s may be sctaskic aDd Llus lean and all n&hts lhcttundc.r reinstated before the: nahu of anoihc:r 
1ntcrvc..nc: upon satufac&.ory evidence to the Con'1n11ssKmer of the. General Land Off.c.e of future co""liancc with the provastons or the law and of thi.J lease tnd the rules tnd n:sul<IIIOI\S that IN )' be 
adopted Rlaovc here to. 

11. RIVERBED TRACTS: In the event this leue ~overs 1 n verbcd, Lc.sscc i.J hereby spcc•tictlly anntc.d the ri&ht or eminent tbmin and condemnatiOn u provided for ln N R.C Sccuons 
S2.092-S2.09J, u • put of the: consKScn don movina co Lessor for the covcn.anu herein nadc by Lessee 

11. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This l<u< wU be subj«tiO all noi<S and rcl'lla1>0111, and amcndm<n!S tlom:IO, .,_.,.pL<d by do< Cormw-o orlh< 
Gcnc.~l Land Office covenunc drilling and producina operarions on Pcnmncat Free School La.nd (spcclfic:ally ancluchn& any rules promulptcd that relate \0 plans of opcnuons), pa)"'TTCnt of 
royaltic.s, and auditinJ procedures. and shaU be subject 10 aU olhcr valtd slaNles, rulc.s, reaulations. otdcn ud ordinancu llut may atfec.l operations under the provisions of lhts 1c.ue. W11houa 
hm~llnJ the: aenc.l'lllity of the rorccoin&. L.c.s.scc ht~by aJr«S., by the a~upunce of duJ k.a.sc., 10 be bound by aod l\lbJCC.l \0 aU Sl1tuaory and replatory provuJON rdabnc co the Gtne1'111 Und 
OfT.ce's aud.lt billLDC notice and audn hc.annp procedures. Said provu10ns arc curnndy fou.od a1 )I Tcw Admin&JU1tivc: Code, Chaptt:r 4, and Tcl.U Natunl Rc:sourecs Code Sections 52 llS 
and 52.1)7 throu&h 52.1410. In the event this lc.uc coven land h.nchlHd or ka.scd Ot Olhc:rwlk used by a DIV1Jib00 dastnc:t or by tbc Un.ncd Saata !01 tbc purpose ofmY1pbOa or Olbcr pwpo.sc: 
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1nttd<nt to chc optntion o ra pon. thtn L«se-c shall not be cnudcd to cnlcrorposx.u such land w1thout prior 1pprov1l u provided undc.r Sccc.on 61 117 orthtTew WattrCock. but Lts.stc shiM 
N u mtlcd &o de\ clop such lind for o&l and ps by dJrtcbon.ll dnl4nJ, p"'Ovtdt4. however, !hat no swfacc drillln& kxatJOn ma y bt nurrr than 660 feel 1nd s:p«ial pcnniu;o. rtom the: 
C('lm'TliJS~nc:r of the: Gcrwral Land OfTtec as nc<:usary to make any surface lo«tion neartr than 2,160 feet mc.uurtd at ria,ht anaks !tom the nearest. bul\hc:ad hnc Of !Tom the ncarc.st dredacd 
~ltCn\ cdsc of any channel. shp, or twn&nJ bu1n v,.hKh has been authonzcd by the Untied Stales u a ftdcl"'l project for future C.OMrruction. wh.chcvcr lJ ntartr 

l.l. RE.\10\'At.. Of EQUIPM£,"'0": Upon W term..nalton of this lu.se for any ctusc, Ltucc shtll not. in any event. be pcmuucd to n:movc the caJina or any par1 oflhc: cqwpmenl &om any 
produc•na.. dry. or abandoned well or wells without the written consent of the Conwnauiontr of the Ocnrnl Land Off.cc or hlJ authonz.rd rcprucntlnvc; nor thall Lcucc, ••tho~ lhc: wnttcn 
consent of Slid CormuuH>ner Of h1s authonzcd rcprc:scntatwc remove: 6-om I he kascd prcrrusa the tiJinl or any other cqu.lpment. mattrill nwch1ncry, applianca or propc-rty owned by Lc.stcc 
anJ wed by luscc m the dtvclopmcnt 1nd prod~.etion o f oil or au l.hcrc&om unt1l1ll dry Of abandoned 'tlrrclls ha\'t btcn pluutd and unhl all slush or rTfusc p1U b.a\'C bun pr~rty fi lled and • ll 
~rt'~cn or ducudcd lurrbe.r, madunety, ot dcbns shill have b«:n rcn-ovcd from the pmni.su &o lhc: salltfacrion oflhc: n.cl ComtusstOncr Ot lw 1uthon:zcd rqn.scnullw 

l -1. FORCE MAJEUR£: Shou~ L.tsu:t be prc\'tntcd from COtfl'lyina 'Nilh any u.prtJJ or i"ll'hcd cove: nan& ofdu.s kuc.. from conducuna dnlhna opcJtJOM thereon. or from producm& 011 
and Ot JU lhc.rcfrom. 1f'tc r ci'Yon made tn rood fanh., by rc:uon of war, rcbclhon. nou. strikes. rues, acts o( Qod or any orde-r, rule or rc:aulauon of JO\'Cmmc:nul s uthonry. lhcn "'hllc so Pf"C'cnttd. 
Lustt's obhJUIOft to COfl1Jiy With such covc:nanl shall be: swpcndcd upon proptr and nusfactofy proo( prtScntcd 10 the: Commuioncr of the GcncrJI Land orr.cc "' suppon of Lusn's 
contcnoon and l.c.sscc shall not be habk for cbTNJCI for flllurc '0 coqJiy lhc:rcwith (u.ccp1 1n the event of \usc opcnhons suspended u provided (n the: rules and rcaubhons Jdoplcd by the 
School Land Board): and thas lcuc stun be utcnded whtle 1nd so 'on& u Lessee ts prevented. by any such eausc, ffom dnlhna. mwortina opc:nnons or produc•na 011 and/or au ftom the lcutd 
prti'I'U$e.t; provtdt d. ho~Atvtr, that noth1n1 Mrt1n a~ II be eonstNCd to suspend the: payment orrc:nllls dunns the pnmary or cx.te nded term. nor to abnd&c Lessee's n&ht to 1 suspcnston under ' ")' 
applicable Stltutc of thiS S tate 

15. LEASE SECURITY: Lessee shall tate IN: h1ahtat dtptc of care •nd all proper .urcprds Kt prottct pioJ premiSes 1nd lO pRwntthcft ofoal ps.. 1nd other hydrourbons produced &om 
u.cl 5use. Tlus mcludu, buttS not limitcd to, the insu Uation of all necessary equipment. scalt. locks. or othc:r appropriate protcebvc dc VlCC:S on Of at all KUSS pot.nts 1t the k au's prod'llCtiOn. 
1•thenna and"'"''' Jystcms "'here theft or hY<llo<• rbonJ tan oeeur. l.csJ« Jlloll be llobk fo< the loSJ or any hydrocarbons reswnnaliom theft and Jh&ll pay the S11te orTuu ro)'lltJ<S thereon 
u prov1ded hcrctn on all oil. au OJ other hydtoc.arbons Jost by ru.sonoflhctl 

16. R£DUCT10N OF PA YM ENTS: If, durin& the primary kiTn. 1 poc1aon of the land CO\ c:rcd by thiJ lute d included WJdua the boow'mnu of t pooled urut that hu been appro\'t'd by the 
Schoot Land Board m Kccxdanc.e Wlth Natun.l ReJOWtes Code Secbons Sl. ISI -il. ISl, Of' tf, at any hme 11\cr lht up111hon of the primary tcnnor the: u.tc:ndcd tcrm.lhll kuc coven 1 kucr 
number of acres than the: to tllarnount ducnbc.d hcre1n, payments Wt arc rNdc on • per~ buis hereunder shill be: ffiiiKed accordiiiJIO lhc nunt>cr o( am:s pooled., rtlcucd. surrendered. OJ 
othcrwt.Jc severed. so tNt paymcnu dctel'n'llncd on a per acre bls\J under the terms of this lust durin a the pnmary tcnn sha ll be cakubttd baud upon the nutmcr o( acreJ ouukk. the bourwbnc:s 
of• pooled unic, or, ifaRer the upintion of the prim.uy term the: n~f ohcru actu~Uy n::ta incd 1nd covered by thu leuc 

%1 . SUCCESSORS AND ASSICNS: The covenants, condllioftl and 1pemc:nu containtd btrcin sh.a11 t' ltnd to and be btnd1n1 upon the. hetrs, u.ecuton.. admniSttltors. Jua:USOtS or 
I DIIJU of Lessee hcrc1n 

%1. ANTIQUrn ES COD£: In tht: cvtntthat any feature of t.rt.hcoloJtCII Of hiSIOnUIIntcrt:st on Pc.tm~ncnt School Fund 1..IJld tS encountered d\nsclbc ICIJV'Ihc.s authorucd by th1s kM~ 
lc.s.sce Mil immcdi1tely c.use acttvihcs and vnlln'Nntdll lcly QObfy lhc Gcncnl Land OI'Ttc:c (ATTN. ArchuoloJd1. Asset Manasemcnt Dtvia.an, 1700 N Conarus Ave, Austsn. Teus 71701) 
and lht Tcus lhstoncal CGmmiJJtOn (P.O. Bo• 12276, Aushn, TX 71711) so that adequate mc.uure.s may be unckrUkc11 10 proteCt or rccovc:f auch d.tko'"t:nc:J or ftndln&J. u appropnak.. Lc:s:scc 
is c~essly pbccd on not:Kc of lhc National Histoncll Pruci'VItton Act of 1966 (PS.I9· 66, 10 Statute 9U; 16 US C. A. •170) tnd the A.nuqwtics Code ofTeUJ. Chapcc.r 191, TeA. NaL Code 
Ann (Vernon 199) & Supp 1991). On Jtate-owned land not ckdocaud 10 the Permanent School fund. lessee JlloU IIOIIfY the TeuJ llllton<al Conwnwoon ber ... b<ealon& pound It 1 P!OJe<l 
lou bOn An an:hKoioJtc.l l swvcy maht be: reqwrd by lht cormuss.an bcrore conJtruchOn of the project can commcnc.c Further, •n the c"cnt tNt any site, obJ«t. lo«t10n. amra« or ~r 
tcanu-c of arc:hacoloateal. acientinc. educational, cultural or hls10ne inttrcJI is encountered dunn& the actiY'IIlCJ authoruc by this kue, lcucc will UMlCdlatcly notify lessor t nd the Tuu 
1--hstOneal Conwnission so that adcq~Pte mcuurc:s ma y be underuken to prot«t or rccowr tuc:h discovcnu Of ftndtnJI, tJ 1ppropriatc. 

19. VENUE: Lc.uor and lcssc~. includma luscc11 tuecUJOn: lrwi~J.SiJN, hereby IJrte that \'Cnue for any dispute arisin& out ofa provuion of this lcuc, whether uprus or tqJhcd. rtpnhna 
Interpretation of this lease, or rcl1tin& many way cb this kaH or to applieabk ase: law, statutu. oradmiN.tb"'rivc Nk:J, shill be:"' 1 tou.rt oftofl1)Cttnt junsdK:tK)n located m Tnvis COWlt)'. State 
ofTuu 

lO. lEASE f'lll i'<C: Pun01nt to Chopl<r 9 or the Tu. 8111 & Com. Cock,tlus kuc ""'' be filed or ruord "' the off.:e or the CoiOII)' C1etl< "' .. y counoy"' "'hlch all 01 IJ1Y pan or the 
k.aJcd prc:nist:s it: located. and ccn1f.cd eopic:s thc~f must be filed .n the Ci~ncnl Land Offic:c... The prcscn"bc:d fihna fcc shan aCCOfT1Mny cbe ccn111cd copies sent to the Gcncr.l t.ana Ofl\c:c.. 
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31. EXECUTION: nus 01land eu lease must be sarncd and ac:knowkd&ed by the Lcme be: fore u u tiled record ua &he: county rcconb and ua the Gcncr~l Land omcc of lht SU\c oiTcul. 

~I u 0"- k L~, Llu-~ J-
TITLE :_Je~,LJOL'lt'-<'lJ''-'·......:lcL...-_____ _ 

DATE:_ .,.;-._
1
.,_/_,CJ"""+-/w..abe------

BY: 

c of~ SQtc. ofTcus wtJcr the sui of !he Cicncr-11 U11d Otlkc 

STATE O F :f£..~ 
COUI,TY OF f\.h D\ .f\h,U) 

co 
OF 

E 

(CORPORATION ACK/'oOWLEOCM E/0) 

BEFORE ME, the: undmtiJlCd aull>oncy, on dus d>y pcnonally appurcd l,..)::I..Ll :;I f"\1'V. B C, ,k\f'l.\ ..f f\~ 

ll\ot.~.n co me co be: the penon whose name lS subscnbcd 10 the forcao,na IIUtrumcnt, u~~ b:E, N:r of 

t \-\BL't'At..l,ll \?2 OD~'Jf<.~ :l "'C', andackno,.lcdccdiOmo:Lhathcmcutcdlh<,.mc 

for lhc purposu and consJdcrauon thc:rcLn aprcucd."' the c.ap~cat)' sutc:d, an.J u the act and deed of uwi c:orponbOo. 

MASHALA K CROSS 
No1ary Public, Slate of Texas 

My Comm<$Sion Expues 
7·16·2008 

STATE OF __________________ ___ 
( INDIVIDUAL ACKNOWLEDCM L"'T) 

COUNTY O F·---------------------

Before me, the: undcrsi1ncd authority, on thu day pci"'Inally appeared•--------------------------------------

kno""-n &o me &o be \he pcnons v.-hosc mmes an: subsc.ribcd 10 lhc fore coma wrrwncnt.. aad ac:kno,.icd&cd to me &Nt dky c.ucv&cd lhc 
umc fOf l.bc: pwpoKJ and consMkt'lbOG lhcrcia upJU~cd. 

G11cn under my bond and sui of olftec dus lhc __________ __:d>y or ________________________ ~ 20. ____ ---" 

!"OW) Pubbc 1D >Dtl for----------------------

00 PlitMSIU•· Hl~ · .• I 

OR US£ or lit£ fl[SCR:Dl . "'"' • ·.; : ~-···u..! ~ ~li.vft 
OR RAe[ lS ltlVAUD AM 1J1t:.r.: :. .... .I l n• :" fc ~•. ' 

FILE NO. _ _....)!.!<Q""2~2~- lAI' 

PILED POll U:COII.D ON TIIE. __ .=6.:;TB=-_ _ DAY OP _ __;:JUNE:..::..:~----------A.D. 2006._....:1.....::_3_l_ P_. _ __ K . 

• • • • • • • • • • •• • • • • • 
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10:00 A. H. 

DIANNE 0. YLOII.U, COUNTY CLERK 
REEVES COUNTY, TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

Tne above and loregomg .s a lu I rue and co•rec1 phorograpn,c copy ol llle 
ong na record no.·, •n my 'a•'• fu cus:oay and possess.on. as me same s 

~~~0SS~i~~56roros 01 ()~~~tic 
herebycen,,edon _ -~ODn 
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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 $3 204.00 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 

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

4/4/2008 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 23 Short Desc: ALL 

PAYMENT RENTAL 

LEASE NUMBER TX2330062-000 
RECORDED: BOOK 734 PAGE 556 

LEASE DATE: 
ENTRY NUMBER~1412006 

0 

3022 

PROSPECT: 
COUNTY/PARig~IE LAND 

REEVES 
FOR CREDIT OF: 

017397 TaxiD: 
Acct: 

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

COPY FOR 
YOUR REOORDS 

frt'-- l o~ /3 /0 
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 II. If 
correspondence required, please make reference to lease number. 

ES · EAkE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 

OKLAHOMA,CilY. OK 73154 
4051848-sooo 

II" 0 2 b g g L, 111 

Date Received-----------------------~ 

Sign Here __________________________ _, 

BY--------------~--------------~ Trtle 

Subtotal 

BANK SERVICE 
CHARGE$ 

Grand Total 

Check No. 

•• • • • • • •• 

•••• • • • •• • 
• 

••• • • • •••• 
••• • • • •• 

STATE TX 
AMOUNT 

3,204.00 

3,204.00 

0.00 

3,204.00 

26994 
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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 $3,204.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

41412008 TO 41412009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

SuNey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 23 Short Desc: ALL 

PAYMENT RENTAL 
LEASE NUMBER TX2330062·000 LEASE DATE: 41412006 

ENTRY NUMBER: 3022 RECORDED: BOOK 734 PAGE 556 
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 altached check is for the person(s) named above. Please date, sign 
and return the attached receipts on the day you receive lt. If directed to a 
bank, please deposit the amount to the credit 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. 

PROSPECT: KING EDWARD 
COUNTY/PARISH REEVES 

Acct 
$5/AC FOR DELAY RENTAL 

COPY FOR 
YOTJR --.CORDS 

Subtotal 

BANK SERVICE 
CHARGE$ 

Grand Total 

BY--------------~--------------~ rn1e 
Check No. 

.. 

' EAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY. OK 73154 

405/848·8000 

•• ~···•••••--••••3,204 • DOLLARS'• ' 00 • C !'ITS 

COMMISSIONER OF THE GENERAL LAND 

OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 

DATE 

02/15/,2008 

•• • • • •• 
• 

•• • • • • •• 
• • ••••• • 

• 
•••• 

• I 

•••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

3,204.00 

3,204.00 

AMOUNT 

$3,204.00 

0.00 

3,204.00 

32483 

1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC. 
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June 23, 2009 

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

RE: MF-106300: Section 10, Block 45 
MF-106308: Section 13, Block 45 
MF-1 06309: Section 15, Block 45 
MF-1 063 10: Section 23, Block 45 
MF-1 063 11 : Section 26, Block 45 
MF-1 06312: Section 36, Block 45 
MF-106313: Section 37, Block 45 
MF-1 06314: Section 39, Block 45 
Reeves/Culberson County, Texas 

Dear Mr. Chalfan t: 

Certified Mail # 7007 0710 0000 5379 5139 

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

Any well on these tracts shou ld 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 wjth these requirements. Pursuant to the Texas Admirustrative 
Code, a recorded original or certified copy of a Release of the State Oi l and Gas Lease must be 
fil ed with our office within 90 days along with a processing fee of $25.00 sent to the attention of 
Beverly Boyd. 

If you have any questions regarding thi s assessment you may contact me at 5 12-475-1579 or 
Deborah Cantu at 512-305-8598. 

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

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

Post Office Box 12873 · Austin, Tex"'~ 78711 -2873 

512-463-5001 • 800-998-4G LO 

www.glo.srate.rx.us 
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