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For GLO Use Only 

APRIL 4, 2006 

MINERAL LEASE BID APPLICATION 

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

Name: Chalfant Properties Inc 

Address: PO Box 3123 

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

Telephone: (432) 684-9819 

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

Block/Tsp. : 45 Sectionaract: 26 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 V2% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

APPUCANT NAME 

Chalfant Properties Inc. ______ _ _ 

BONUS AMOUNT ONLY (A) 
(Do Not include sales fee) 
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(same as above) 

-
William A. Chalfant 
(type/ print name) 
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Lease Form 
Revised I 0/99 
Surveyed School L and 

~ustin, \!texas 

O IL AND GAS LEA E 
NO. i\1-1063 11 

W HER EAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and II, (said Code being hereinafter referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said 
N.R.C., the following area, to-wit: 

SECTION 26, BLOCK -IS, PUBLIC SCHOOL LAN D SURVEY, REEVES COU TV, TEXAS, CONTAI ' INC AI'PROX.Ii\IATELY 640.8 ACR ES, AS SHOW 0 T il E 
O FFIC IAL l\IA P OF R EEVES COU T V, T EXAS NOW 0 FILE I ' H IE T EXAS GENERA L LAND OFFICE, A STIN, TEXA , 

was, after being duly ad,•ertised. offered for lease on the .t'" d ay of April, 2006, at 10:00 o'clock a.m . by the Conunissioner of the General Land Office of the State of Texas and the School Land 
Board of the State of Texas. for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above descn'bed area; and 

WHER EAS, after all bids and remittances which were received up tO said rime have been duly considered by the Coll1Jl1issioner of the General Land Office and the School Land Board at a 
regular meeting thereof in the General Land Office, on the -1" d ay of April, 2006, heremaner the "eiTecth•c date" and it was found and determined that C HALFA T PROPERTIES I C "'hose 
address is P.O. BOX 3123, i\ I IDLAND, TEXAS 79702 had o ffered the highest and best bid for a lease of the area above descnlled and is, therefore, entitled to recel\'e a lease thereon: 

OW, T HE RE FO RE. I. Jerry E. Patterson, Coll1ll1issioner o f the General Land Office of the State of Texas. hereinafter sometimes referred to as "Lessor," whose address is Ausun. Texas, by 
vi rtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of T"o Hund red Eight Thousand T"o Hundred ixty And 00/100 
Dollars ($208,260.00), receipt of which is hereby acknowledged and of the royalties. covenants, stipulations and conditions conmined and hereby agreed to be paid, observed and performed by 
Lessee, do hereby demise, grant. lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and uke oil and/or gas from the aforesaid area upon the following 
temlS and conditions, to-wit: 

I. RESERVAT ION: There is hereby excepted and reserved tO Lessor the full usc of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and 
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of sa1d lands by Lessor and its mineral lessees, for pwposes of 
exploring for and producing the minerals which are not covered. or which may not be covered in the future , under the temlS of this lease, but which may be located "~~1in ~1e 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 exercised in such a manner 
that neither shall unduly interfere with the operations o f the other. 

2. T ERM : Subject to the other provisions hereof, this lease shall be for a tem1 of five (5) years from the effective date hcreof(herein called "primary tenn") and as long thereafter as oil or 
gas is produced in paying quantities from said area. 

3. DEI, A Y R ENT ALS: If no well is commenced on the land hereby leased on or before the amtivcrsary dale of this lease, ~1is lease shall tcrrninate as to both panics unless the Lessee on or 
before said date shall pay or tender to the Conunissioner of ~1e General Land Office of the State of Texas at Austin, Texas, the amount specified in ~1e following schedule multiplied by the 
nw11ber o f acres in the premises, which shall operate as a rental and cover the privilege of deferri ng the commencement o f a well for tweh•e (1 2) mon1hs from said date. In like 11l31111er and upon 
payments or tenders of amounts set out in the following schedule, the conm>encement of a well may be further deferred for a like penod of ~1e sante number of months. 

Annivcrsarv Date Delay Rental oer Acre 
First S 5.00 
Second S 5.00 
Third $25.00 
Fourth S25.00 

-1. PRODUCTIO ROYALTIES: Subject to the provisions for royalry reductions set out m subparagraph (E) of this paragraph -1 . upon producuon of oil and/or gas. the Lessee agrees to pay 
or cause to be paid to ~1e Conunissioner of the General Land O ffice in Austin, Texas, for the usc and benefit of the State of Texas. during the tem1 hereof: 

(A) O IL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid fonn at the mouth of the \\CII and also all condensate, distillate, and other liquid 
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/4 pan of the gross production or the market v:~luc thereof, at the option of the 
Lessor, such v:~lue to be determined by I) the highest posted price, plus premium. if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and 
gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where 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 o il and gas separa1or of conventional type or other equipment at leas t as efficient to ~1e end that a Illiquid hydrocarbons recoverable from the gas by such means will be recovered. Upon 
written consent of Lessor. the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescnbed by Lessor. 

(B) NON-PROCESSED CAS: As a royalty on any gas ( including nared gas), which is defined as all hydrocarbons and gaseous subsumces not defined as oil in subparagraph (A) above, 
produced from any well on said land (except as provided herein with respect to gas processed in a plant for ~1c extraction of gasoline, liquid hydrocarbons or other products) 1/4 pan of the gross 
production or the market value thereof, at t11e option of ~1e Lessor, such v:~lue to be based on the highest market price paid or o ffered 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 maximum pressure base in measuring the gas under ~1is lease contract shall not at 
any time exceed 14 .65 pow1ds per square inch absolute, and the standard base temperature shall be s ixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, 
and for specific gravity according to tes t made by ~1e Balance Method or by the most approved method of testing being used by the industry at ~1e time of tes1ing. 



(C) PROCESSED GAS: As a royally on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 pan of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royallies due herein shall be based on one hwtdred percent (I 00%) of the total plant production o f residue 
gas attributable to gas produced from this lease, and on fifty percent (50Yo) or that percent accruing to Lessee, whichever is tlte greater, of the total plant production of liquid hydrocarbons, 
attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plalll in which Lessee (or its parent, subsidiary or amliatc) owns an 
imeres~ then the percentage applicable to liquid hydrocarbons shall be fifty percem (50%) or the highest percem accruing to a third pany processing gas through such plant under a processing 
agreeme111 negotiated at anns' lengtlt (or if there is no such third pany, the highest percemthen being specified in processing agreemems or comracts in the industry), whichever is the greater. The 
respective royalties on residue gas and on liquid hydrocarbons shall be detennined by I) the h1ghcst market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price paid or offer.d for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater. In no 
event, ho"e'·er, shall the royalties payable under this paragraph be less than the royalties which would ha\e been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a ro)alty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) \\hether said gas be 
"casmghead," "dry" or any other gas, by fractionating, bunung or any other processing, 1 /~ pan of gross producuon of such products, or the market ,·alue thereof. at the option of Lessor. such 
market \'alue to be determined as folio\\ s: 

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

(E) Y ARIABLE ROYALTY: (i) Subject to the other provistons ofthts lease, it is hereby provided that mthe evcm production in paying quamilies is established pursuam to the temts of 
this lease and such production is brought on line and sales thereof are commenced within eighteen {18) months of the effective date hereof. the royalty rate provided herein shall be reduced to 
20•1., and shall apply to each subsequent well drilled and produced on the land covered by this lease. Pro\idcd tha~ if during such eighteen (18) month temt during which Lessee may cam a 
reduced royalty rate of 20% as herein provoded, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extens1on of the term in which to earn a reduced royalty rate by giving notice to the Conmtissioner of the General Land omce, commencing drilling operations on an additional well prior to the 
expiration of such three {3) month period and prosecuting diligently and m good faith the drilling of such additional well and completing same so that production in payong quantities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the tenns of this lease and such production is brought online and sales thereof are commenced after the expiration 
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty·four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided tha~ if during such six (6) month temt during which Lessee may cam a reduced 
royalty r.lle of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the temt in which to earn a reduced royalty rate by giving notice to the Commissioner of tloe General Land Omce, conuncncing drilling operations on an additional well prior to the 
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established 
and so tloat such producuon is brought on line and sales thereof are conm..,nced prior to the expiration of such tl~ree (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agr.es that all royalties accru1ng to Lessor under this lease shall be without deduction for the cost of producing, transponing, and othcT\\ ise making the oil. 
gas and other products produced hereunder ready for sale or use. 

(G) ROYALTY IN KINO: Notwithstanding an)1hing contained herein to the contrary, Lessor may. at its option, upon not less than 60 days notice to Lessee, require at any time or from 
tin"' to tin"' that payment of all or any royalties accruing to Lessor wtder this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydr.tting, compressing, processing, tr.tnsponing and otherwise =king the oil, gas and o ther products produced hereunder ready for sale or usc. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proponionate share of any fuel used to process gas produced her.under 
in any processing plant Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Omce, Lessee nuy recycle gas 
for gas hft purposes on the leased premises after the liquid hydrocarbons contamed in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee in such nunner as to entitle Lessor to a royalty thereon under the royalty pro,isions of this lease. 

( I) ~IINi i\1 U~l ROYALTY: During any year after the e'ptration of the pnmary term oftlns lease. iftlus lease is =intained by production, the royalties paid to Lessor in no event shall be 
less than an amount equal to $5.00 per acre; otherwise. there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to $5.00 per 
acre less the amount of royalties paid during the preceding year. 

(J) 1\IARGI AL PRODUCT ION ROYA LTY: Upon Lessee's wntten applica tion, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery o f oil or gas that might otherwise re=in unrecovered. Any such royalty reduction must 
conform to the requirements of any School Land Board administrative rules on this subject. Royalty nuy not be reduced below the applicable statutory minimunt 

S. RO YAL TV PAYMENT Al"'D REPO RTS: All ro)·altics not ta~cn in kind shall be paid to the Commissioner of the General Land Omce at Austin, Texas, in tloe folio\\ ing nunner: 
Payn"'rn of royalty on producuon of oil and gas shall be as provided 111 the rules set fonh 111 the Te,as Register. Rules currently provide that royalty on oil is due and must be received in the 

General Land omce on or before the 5th day of the second month succeed111g the month ofproducnon, and royalty on gas is due and must be received in the General Land omce on or before the 
15th day of tlte second month succeeding the month of production, accof11lanied by the amdavit of the owner, 11l3nager or otlter authorized agent, comple ted in the form and nunner prescnbcd by 
the General Land omee and showing the gross amount and disposition of all oil and gas produced and the n1:1rket value of tlte oil and gas. together willa a copy of all documents, records or repons 
confinning the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other repons or records which the General Land omce may require to verify the gross production. d isposition and n1:1rket value. In 
all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land omce. Each royalty payment shall be accompanied by a check srub, schedule, summary 
or other remittance advice showing by the assigned General Land omce lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thiny (30) days after 
the royalty payment was due, then Lessee owes a penal ty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thiny (30) days late shall accrue a penalty of I 0% 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue. Amdavits and supponmg docUJncnts which are not filed when due shall incur a penalty in an amount set by the General Land Omce adntinistrative rule which is effecti,·e on the 
date when the amdavits o r supponing docui11Cnts were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties \\ere originally due. The 
abo'e 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 market value. 

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land omce \\ith its best possible estilll3te of oil and gas 
reserves underlying this lease or allocable to this lease and shall funoish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
an..,ndoncnts to such contracts witltin thiny (30) days after entering imo or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Omcc shall be held in confidence by the General Land Omce unless o therwise authorized by Lessee. All o ther contracts and records penaining to the production. trnnsportation. sale and 
marketing of the oil and gas produced on said premises, including tlte books and accounts, receipts and discharges of all wells, tanks. pools, meters. and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General Land omce, the Attorney General, the Governor, or t11e representative of any of them 

(B) DR! LLI G RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Omce by Lessee or operator fi,·e {5) days before spud 
date, workover, re-entry, temporary abandonn"'nt or plug and abandonment of any well or wells. Such written notice to the Gener.tl Land omce shall include copies of Railroad Commission 
fonns for application to drill. Copies of well tests, completion repons and plugging repons shall be supplied to the General Land omce at the tin"' they are filed with the Texas Railroad 
Commission. Lessee shall supply the General Land omce with any records, memoranda, accowtts, repons, cuttings and cores, or other information relative to the operation of the above-descnbcd 
premises, which may be requested by the General Land omce, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey nude on the bore-hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log o f each survey on each well to the 
General Land Office 'vi thin fifteen {15) days after the making of said survey. 
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(C) PENAL T l ES: Lessee shall incur a penalty whenever repons, documentS or other matenals are not filed on the General Land Office \\hen due. The penalty for late lihng shall be set by 
the General Land Office admnustrauve rule " hich is efTective on the date "hen the materials "ere due on the General Land Office 

7. RETA INED ACREAGE: Notwithstanding any provision of this lease to the contrnry, afier a "ell producing or capable of producing oil or gas has been completed on the leased premises, 
Lessee shnll exercise the diligence of a reasonably prudem operator in drilling such additional "ell or wells as may be reasonably necessary for the proper developmem of the leased premises and 
in mar~eting the production thereon. 

(A) VERTI CAL: In the e'en! this lease IS on force and efTccttwo (2) years afier the e'p1ra11on date of the pnmary or eMended tenn 11 shall then tcmunate as to all of the leased premises. 
EXCEPT ( I) 40 acres surrow1dong each 011 "ell capable ofproducong on payong quantuies and 320 acres surroundong each gas "ell capable ofprodueong on pa)ong quan11t1es (mcludong a shul-m 
011 or gas well as pro,ided on Paragraph II hereof). or a "ell upon "hich Lessee is then engaged on continuous dnlhng or rewor~ong operations, or (2) the number of acres mcludcd on a producmg 
pooled unu pursuant 10 Natural Resources Code Sections 52 I 51-52. 153, or (3) such greater or lesser number of acres as may then be allocated for producuon purposes to a prorauon unu for each 
such producmg well under the rules and regulations of the Ra1lroad Commission of Texas, or any successor agency, or other go,cmmental authonty ha,·ing Junsdiction Withm 90 days of a 
pan1al tcm1ination of this lease in accordance with this subparagraph and upon payment of the nummum fihng fcc set by General Land Office rules m efTect at the lime of the pamal tenninauon. 
Lessee shall ha\'C the right to obmin a surface lease for ingress and egress on and across the tcnmnated ponion of the leased premises as may be reasonably necessary for the contmued operation of 
the pomons of the lease remaining in force and cfTecL If Lessee fa1ls to apply for a surface lease wnlun the 90 day penod spec1fied above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease 

(0) HORIZONTAL' In the event this lease is in force and efTect two (2) years afier the e'p1rauon date of the pnmary or eMended tenn 11 shall funher tem11nate liS to all depths below 100 
feet below the tom I depth dnlled (hereinafier "deeper depths") on each \\ell located on acreage relllmed 111 Paragraph 7 (A) abo, e. unless on or before two (2} years afier the pnmary or extended 
tenn Lessee pays an amount equal to one-half(l/2) of the bonus ongmally pa1d as eons1derauon for this lease (as spcc11ied on page I hereof) If such amount 1s pa1d, this lease shall be m force 
and efl'ect as 10 such deeper deptiiS. and said tennination shall be delayed for an additional penod ofi"O (2} years and so long thereafier as 011 or gas IS produced m pa)'lng quanuues from such 
deeper depths covered by this lease. 

(C) ID ENTIFICATIO A D FILING: The surface acreage retaoned hereunder as to each "ell shall, as nearly as pracucal, be on the fonn of a square "lth the "ell located m the center 
thereof, or such other shape as may be approved by the School Land Board. Within thiny (30) days afier panial temunauon of tins lease as pro,ided herem, Lessee shall e'ccute and record a 
release or releases containmg a satisfactory legal description of the acreage an<Lor depths not remmed hereunder The recorded release. or a cenified copy of same, shall be filed m the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in efTect on the date the release is filed If Lessee fa1ls or refuses to execute and record such release or 
releases within ninety (90) days afier being requested to do so by the General Land Office, then the Conumssioner at his sole discretion may designate by "Titten mstrument the acreage and/or 
depths 10 be released hereunder and record such iltStrument at Lessee's e'pense in the county or counties "here the lease is located and on the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. I fat any time afier the effective date of the panml temunauon pro•is1ons hereof, the applicable lield rules are changed or the "ell or 
wells located thereon arc reclassified so that less acreage is 1hcreafier allocated to said well or wells for producuon purposes, th1s lease shall thereupon temunale as to all acreage not thereafter 
allocated to said well or wells for production purposes. 

8. OFF ET WELLS: lfo1l and/or gas should be produced m conur1ere1al quanuues from a welllocateJ on land pmately owned or on State land leased at a lesser royalty, wh1ch "ell is w1thin 
one thousand (1,000) feet of the area oncluded herem, or" h1ch "ell IS drauung the area co,·ered by thiS lease, the Lessee shall, w1th111 SI.Xty {60) da)'S afier such onuial producuon from the dramong 
well or the "ell located "1thon one thousand (1,000) feet from the area CO\ered by this lease begmm good fa1th and prosecute diligently the dnlhng of an ofTset "ell on the area co,ered by thJS 
lease, and such ofTset "ell shall be dnlled to such depth as may be necessary 10 prevent the undue dramage of the area co,ered by th1s lease. and the Lessee. manager or dnller shall use all means 
necessary m a good fa1th elTon 10 make such ofTset well produce o1landlor gas m conunercial quanuucs Only upon the detemunauon of the ConlllliSSioner and with h1s \\Otten appro,-al, may the 
paymcm of a compensatory royalty satisfy the obligation to dnllan offset "ell or wells reqUired Ullder tlus Paragraph 

9. DRY IIOLEICE AT ION OF PROD UCTION DURING PRII\IARY TERJ\1: If, during the primary tcnn hereof and pnor 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 tenn hereof and afier tlre disco,·ery and actual production of 011 or gas from the leased premises such producuon thereof should 
cease from any cause, this lease shall not tem1inate if on or before the expiration of sixty (60) day'S from date of completion of said dry hole or cessation of producuon Lessee conunences 
addmonal dnlhng or rewor~ing operations thereon, or pays or tenders the ne" annual delay renmlm the same manner as pronded on thiS lease If, dwmg the lnt y·ear of the pnmary tenn or 
w1thon si"Y (60) days prior thereto, a dry hole be co,..,leted and abandoned. or the production of 011 or gas should cease for any couse. Lessee's rights shall remam 111 full force and efTcct ..,;thout 
funher operations unul the exptrauon of the primary tern~ and 1f Lessee has not reswncd producuon on pay1ng quantities at the exptrauon of the primary tenn. Lessee nuy mamtam thiS lease by 
conductmg add mona I dnlhng or re" or~mg operations pwsuant 10 Paragraph I 0, us1ng the up1rauon of the pnmary tenn as the due of ccssauon of production under Paragraph I 0. Should the 
first \\ell or any subsequent well dnlled on the abo'e descn'bed land be completed as a shut· Ill 01! or gas well "nhm the pnmary temr hereof, Lessee may resume payment of the annual renmlm 
the same omnner as proVIded herem on or before the remal paymg date follow mg the exp1ra110n of Sl>-ty (60) days from the date of C0"1'1euon of such shut-1n 011 or gas" ell and upon the failure to 
n~1ke such paymcm. this lease shall ipso facto tcm•inate. If at the e"pir:uion of the primary temo or any ume thereafier a shm-m oil or gas well is located on the lea~ed prem1ses paymentS may be 
n~1dc in accordance with the shut-in provisions hereof. 

10. CESSATION, DRILL! 'G, A '0 REWORK.I G: If, afier the e'p1ration of the pnmary tenn, proJucuon of 011 or gas from the leased prenuses. afier once obtamed, should cease from 
any cause, this lease shall not tenmnate if Lessee commences add1tional dnlhng or reworkmg operauons "nhm sl\ty (60) days aficr such cessauon, and thiS lease shall remam m full force and 
cfTcet for so long as such operauons continue in good fa ith and on "orl..manhl.c manner w 1thout mterruptloll.> totahng more than snt} (60) day'S. If su<h drilhng or re"or~mg operations result m 
the producuon ofo1l or gas. the lease shall remain m full force and efTect for so long as oil or gas IS produ.:ed from the leased prenuses on pa)ll1g quanuues or payment of shut-in oil or gas "ell 
ro)alues or payment of colll>Cnsatory royalucs is made as prov1ded hereon or as pro,ided by Ia" If the dnlhnl! or rewor~111g operauons result on the co"1'1euon of a "ell as a dry hole, the lease 
will not temunate if the Lessee conmrences additional drilling or rewor~ong operauons w1thon SL\ty (60) days afier the compleuon of the well as a dry hole, and thiS lease shall renum m effect so 
long as Lessee continues dnlhng or reworking operations in good fanh and m a workmanlike manner wnhom mterruptions tomhng more than s1~ 1y (60) days Lessee shall gl\e 'muen notice to 
the General Land Office within thiny (30} days of any cessation ofproducU(\n. 

II. Sll UT -IN ROYA L T l ES: For purposes of this paragraph, "well" nreaoiS any well that has been assogned a well number by the Slllle agency ha' ing juriSdiction over the production of oil 
and gas If at any tinre afier tlre expiration of the primary tenn of a lease ~lat, until being shut in, was being nl3intamed m force and cfTect, a "ell capable of producmg 011 or gas in paying 
quanmies is located on the leased prenuses. but oil or gas IS not bemg produced for lack of SUIIllble production fac1hues or lack of a su11llble market, then Lessee may pay· as a shu l-In oil or gas 
ro~alty an amount equal to Sl 0.00 per acre. but not less than S 1.200 a ~ear for each "ell capable of producong 011 or gas 111 pa}1ng quanuues To be efTeetl\e, each 111111al shut-m 011 or gas royalty 
must be paid on or before' (I) the exptrauon of the primary tenn. (2) 60 days afier the Lessee ceases 10 produce 011 or gas from the leased prenuses. or (3) 60 days afier Lessee co,..,letes a dnlling 
or reworl.mg operation on accordance w1th the lease pro•isions; "h1chever date IS latesL If the shut-on 011 or gas ro7alty 1s pa1d. the lease shall be cons1dered to be a produemg lease and the 
payment shall e"end the teml of the lease for a penod of one year from the end of the primary term or from the first dav of the month followmg the month 111 wh1ch producuon ceased. and, afier 
that, 1f no SUitable production facihues or suitable market for the 011 or gas c'ISIS, Lessee nuy e\lend the lease for four more success I\ e periods of one (I) )·ear by pa)'lng the saniC amount each 
year on or before the cxpirauon of each shut-in year. 

12. COII11'E ATOR Y ROYAL Tl ES: If. during the penod the lease IS kept in efTect by pa)'lnent of the shut·m 011 or gas royalty. 011 or gas is sold and delivered in paying quantit1es from a 
"ell located witl1in one thousand ( I ,000) feet of the leased premises and completed in the same producmg reservo~r. or in any ease m wh1ch dramage is occumng, the ngh110 conunue 10 mammin 
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the renumder of the year for wh1ch the royalty has been paid The Lessee may maintain the 
lease for four more successive years by Lessee paying COI1'4>Cnsatory roy-alty at the royalty rate pro\ided on the lease of the market 'alue of production from tiiC well causing the drainage or v. hich 
IS completed m the same producing reservoir and within one thousand ( 1,000) feet of the leased prem1>es The conrpc:nsatory royalty IS to be pa1d monthly to the Cormmss1oner beg1nnmg on or 
before the last day of the month following the month in which the oil or giiS IS produced from the well causmg the dratnage or that IS C0"1'1eted on the same producmg reservoir and located within 
one thousand ( 1,000} feet of the leased premises; if the COill>Cnsatory royalty pa1d in any 12-month penod IS on an amount less than the annual shut-in 011 or gas royalty, Lessee shall pay an 
amount equal to the difference within thiny (30) days from the end of the 12-month period: and none of these pro, is ions wIll relieve Lessee of the obligation of reasonable development nor the 
obligation to dnll ofTset wells as pro\idcd in N.R.C. Section 52.034, however. at the detcnnination of the Conm1iss1oner, and "ith the Commissioner's wnucn approval, the payment of 
compensatory royalties shall satisfy the obligation to drill ofTset wells. Compensatory royalty paymentS winch are not unrely pa1d will accrue penalty and interest in accordance with Paragraph 5 
of thiS lease. 
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13. EX'TENSIONS: If. at the expmnion of the primary term of this lease, production of ool or gas has not been obtained on the leased premoses but drilling operations are being conducted 
thereon on good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary tern\, file 111 the General Land Office written application to the Conunissioner 
of the General Land Office for athorty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and 
after the expiration of the primary tem1 and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being 
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and. upon receipt of such application and payment, the 
Conumssioner shall, in wnting, again extend this lease so that same shall rem.1m in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying 
quanuues, pro,ided, ho"'ever, that thos lease shall not be e"endcd for more than a total of three hw1dred mnety (390) days from and after the "pirauon of the primary tem1 unless production in 
pa)'lng quanuues has been obtuned 

1~. SE OF WATER; SURFACE: Lessee shall ha'e the nghtto use water produced on saod land necessary for operations herew1der and solely upon the leased prenuses, pro,ided, however, 
Lessee shall not use potable water or water suitable for h'cstock or omgauon purposes for "ater ftood operauons "llhout the prior written consent of Lessor Subject to its obligauon to pay 
surface damages. Lessee shall have the right to usc so much of the surface of the land that may be reasonably necessary for dnlling and operaung wells and transporting and marketmg the 
producuon therefrom. such use to be conducted w1der condouons of least mJury to the surface of the land Lessee shall pay surface damages on an amount set by the General Land Office fee 
schedule whoch is effect we on the date" hen the actnity requonng the pa)'lllCnt of surface damages occurs 

IS. POLLUTION: In de,cloping this area, Lessee shall usc the highest degree of care and all proper safeguards to prc,cnt pollution Without limiting the foregomg, pollution of coastal 
wetlands, natural waterways. ri'·crs and ompoWlded \\ater shall be prevented b) the use of contammcnt facolittcs sufficoem to pre' ent spoilage, seepage or grow1d water contanunauon. In the e\'Cnt 
ofpolluuon. Lessee shall use all means at Its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties 

(A) UI'LA OS: Lessee shall build and mamtam fences arowod ots slush, SWllp, and dramage pits and tank batteries so as to protect li,·estock against loss. danugc or mjury; and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(B) SU B.\! ERG ED LA 'OS: No discharge of sohd w;tste or garbage shall be allo\\ed onto State waters from any dnlhng or suppon vessels. producuon platfomt. crew or supply boat, 
barge, Jack-up rig or other eqwpment located on the leased area Sohd "aste shall include but shall not be limned to contamers, equipment, rubbosh, plastic, glass. and any other man-made non­
biodegradable items. A sogn must be displa)cd in a hogh mffie area on all vessels and manned platfomiS staung, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms is strictly prohibited and may subject a State ofTc~as lease to forfeiture." Such statemem shall be mlenenng of at least I" in size. 

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

(D) I'E 'ALTY: Failure to con1ply with the requirements of this provision nuy result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the 
damages caused by such failure and any costs and expenses mcurred in cleamng areas affected by ~oe discharged -.aste 

16. IDENTIFICATION MARKERS: Lessee shall erect. at a dtstance not to e~ceed 1\\enty-fi,e (25) feet from each "ell on the premises covered by this lease, a legible sogn on "hich shall 
be stated the name of the operator. the lease designation and the well number Where rwo or more wells on the same lease or "here \\ells on two or more leases are connected to the same tank 
battery, v.hether by indh·idual now hne connections direct to the tank or tanks or by use ofa muluple header system. each line between each "ell and such unk or header shall be legibly identified 
at allumes, either by a firmly atuched tag or plate or an odentofication properly pamted on such hne at a dostance not 10 e'ceed three (3) feet from such unk or header connecuon Said signs, tags, 
plates o r other identification markers shall be maintained m a legible condmon throughout ~oe tem1 of this lease 

17. f\ SIC I\ l ENTS: The lease may be traotsferred at any time; provoded, however, that the liability of the transferor to properly d ischarge its obligation under the lease. including properly 
plugging abandoned wells. removing platfomlS or pipelines, or remediauon of contammation at dnll sites shall pass to the transferee upon ~1e prior wrinen consent of the Commissioner of the 
General Land Office. The Commissioner nuy require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded on the county" here the area IS located, and the recorded transfer or a copy certified to by the County Clerk of the COWlty where the transfer os recorded must be 
filed m the General Land Office Wlthm noncty (90) days of the execuuon date, as provided by N R.C Secuon 52.026. acco"1lamed by the filing fee prescnbed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or cemfied copy ~oercof Every transferee shall succeed to all rights and be subject 10 all obligauons, habolities, and 
penalues o"ed 10 the State by the ongmallessee or any pnor transferee of the lease, oncludmg Jny habolities 10 the State for Wlpaod royalties 

18. RELEA ES: Lessee may rehnquish the rights granted hereWlder to the Sute at any nme by recordmg the rehnquoshment in the COWlty where this area is Situated and filing the recorded 
rehnquoshmcm or certofied copy of same in the General Land Office wlthm nmety (90) days after its execuuon accompanied by the filing fee prescribed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or ccrttlicd copy thereof. Such relinquishmcm \\i ll not have the effect of releasing Lessee from any liability theretofore 
a~cnoed in favor of the State 

19. Ll E : In accordance with N R.C. Section 52.136, the State shall ha,·c a first hen upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty 
and other sums of money that may become due Wider thts lease 0> accepunce of thJS lease, Lessee grants the Sute. in addnoon to the lien provided by N R.C. Secuon 52.136 and any other 
applicable starutor} lien. an express contracruallien on and secunt) mterestm all leased nunerab 111 and e\tracted from the leased premises, all proceeds" hich may accrue to Lessee from the sale 
of such leased llllnerals, whether such proceeds are held by Lessee or by a thord party, and all li~tures on and 1"1lro'·enlCnts to the leased prenuses used in connection wtth the production or 
processmg of such leased mmerals 111 order to secure the payment of all royalues or other amoWlts due or to become due under this lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any co,·enant or condouon of this lease, whether express or in-.> lied. This lien and security interest may be foreclosed \Ooith or wuhout court proceedings 
in the manner pro,ided in the Title I, Chapter 9 of the Texas Business and Conuneree Code. Lessee agrees that the Commissioner may requore Lessee to execute and record such onstruments as 
may be reasonably necessary to acknowledge. atuch or perfect thos lien. Lessee hereby represents that there arc no prior or superior liens arising from and relating to Lessee's activities upon the 
abovc·described property or from Lessee's acquisition of this lease Should the Commissioner at any time detcm1inc that this representation is not true, then the Commissioner may declare this 
lease forfeited as provided herein 

ZO. FORFEIT URE: If Lessee shall fail or refuse to make the payment of any sum" uhin thirty (30) days after it beconlCs due, or if Lessee or an authorized agent should knowingly make any 
false return or false report eoncemmg producuon or drilling, or tf Lessee shall fail or refuse to drill any offset well or \\ells in good faith as requored by law and the rules and regulations adopted by 
the ConuniSsioner of the General Land Office. or if Lessee should faol to file rcpons m ~oe manner requored by 13\\ or fail to con1ply woth rules and regulations promulgated by the General Land 
Office, the School Land Board, or the Railroad Commissoon, or refuse the proper authonty access to the records peruunmg to operations, or if Lessee or an authorized agent should knowingly fail 
or refuse to gi,·e correct mfonnation to the proper authority, or kno" ingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the 
material pro,isions of this lease, or if this lease is assigned and the assignnlCnt is not filed in the General Land Office as required by law, the rights acquired under 

this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficoently mfomlCd of the facts "hich au~1orize a forfeuure, and when forfeited the area shall again 
be subJeCtiO lease to the highest bodder, under the same regulauons controlling the ongonal sale of leases. llowever, nothmg herem shall be construed as waiving the automauc tennination of this 
lease by operation of law or by reason of any special limotauon arising hereWlder. Forfeitures may be set aside and this lease and all rights ~1erew1der reinsuted before the rights of another 
intervene upon satisfactory evidence to the Commissioner of the General Land Office of future con1pliance with the provisions of the law and of this lease and the rules and regulations that may be 
adopted relative hereto. 

21. RIVERBED TRACTS: In the e'·ent this lease co\Crs a ri'crbed. Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections 
52.092-52.093, as a part of the constderation moving to Lessor for the covenants herein made by Lessee. 

22. APPLICABLE LAWS AND DRILLING RESTRJCTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Office govemmg dnlling and producing operauons on Permanent Free School Land (specifically oncluding any rules promulgated that relate 10 plans of operations), payment of 
royalties, and auditing procedures, and shall be subject to all other •-a lid sututes. rules. regulatiooiS, orders and ordinances that may affect operations under the pro,isions of this lease. Without 
hllllung the generality of the forcgomg, Lessee hereby agrees, by the acceptance of this lease, 10 be boWld by and subject to all statutory and regulatory provisions relating 10 the General Land 
Office's audit billing notice and audit hearings procedures. Said pro,isions are currently found at 31 Texas Admmistr.ltive Code, Chapter 4, and Texas Narural Resources Code Sections 52.135 
and 52. 137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of na\igation or other purpose 
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mcodentto the oper:uion of a pon, then Lessee shall not be entuled to enter or possess such land w othout prior approval as provided under Section 61 11 7 of the Te~as Water Code, but Lessee shall 
be entitled to develop such land for ool and gas by directional drilling; provided, however. that no surface dnlling location may be nearer than 660 feet and specoal pemussion from the 
Conunissioner of the General Land Office is necessary to make any surface location nearer than 2. 160 feet measured at right angles from the neares1 bulkhead lone or from the nearest dredged 
bottom edge of any channel. slip, or turning basin which has been authorized by the United States as a federal proJect for future construction, whichever is nearer 

23. llE1\IOVAL OF EQUIP!IIE T: Upon the temunation of this lease for any cause. Lessee shall not. many event, be pemutted to remo•e the casing or any pan of the equopment from any 
producmg. dry, or abandoned well or wells w uhout the wntten consent of the Conmussooner of the General Land Office or his authonzed representati•e; nor shall Lessee. wothout doe written 
consent of saod Commissioner or his authorized representali \'C remove from the leased premoses the casmg or any other eqwpmcnt. matenal, m:1chmery, appliances or propeny owned by Lessee 
and used by Lessee in the de,elopmcnt and production of ool or gas therefrom unul all dry or abandoned wells ha\e been plugged and until all slush or refuse pots have been properly filled and all 
broken or discarded lumber, m:~chinery. or debris shall ha'e been remo,ed from the premises to the sausfacuon of the said CollUlussooner or hos authonzed representall\e 

H . FORCE 111AJ EURE: Should Lessee be pre' en ted from con..,lymg wuh any e'press or unpiled co,·enant of thos lease, from conductmg dnlhng operauons thereon, or from producmg ool 
and/or gas therefrom. after effon made on good faoth. by reason of war. rebelloon. nots. stnkes. fires, acts of God or any order. rule or regulauon ofgovernmentalauthonty,then "hole so prevented, 
Lessee's obhgation to C011'4Jiy woth such covenant shall be suspended upon proper and sausfactory proof presented 10 the Comnussooner of 1he General Land Office m suppon of Lessee's 
contentoon and Lessee shall not be liable for dam:1ges for faolurc to con-qlly there,nth (e\cept m the e'em of lease operauons suspended as pro,ided in the rules and regulations adopted by the 
School land Board); and this lease shall be extended whole and so long as Lessee IS prevented, b)· any such cause, from drilhng. reworkmg operations or producmg ool and or gas from the leased 
pre moses. pro\ oded. ho"ever. that nothong hereon shall be construed to suspend the pa~mcnt of rentals dunng 01e pnmary or e\lended tern\ nor to abndge Lessee's nghtto a suspension under any 
applicable sutute of this Sute. 

25. LEASE SECURITY: Lessee shallta~e the highest degree of care and all proper safeguards to pro1ect said premises and to prevent theft of oil, gas. and other hydrocarbons produced from 
saod lease Thos me tudes, but is not limned to, the installation of all necessary eqwpment, seals, loc~s. or other appropnate protectl\e de' oces on or at all accc;,;s poonts at the lease's producuon, 
gathcnng and storage systems where theft of hydrocarbons can occur Lessee shall be hable for the loss of any h)·drocarbons resulung from theft and shall pay the State of Texas roy:~ lues thereon 
as pro' oded herem on all oil, gas or other hydrocarbons lost by reason of theft 

26. REDUCTION OF PAYMENTS: rf. dunng the pnmary term. a ponion of the land co,ered by this lease is oncluded wothon the boundanes of a pooled unot that has been appro,ed by the 
School und Board on accordance w11h Natural Resources Code Secuons 52. 151-52. 153, or of. at any tome after the e~pirauon of 01e pnnury tem1 or Ooe extended tern\ thos lease covers a lesser 
number of acres than the total amount descnbed herein, payments Ooat are nude on a per acre basis hereunder shall be reduced accordmg to the number of acres pooled, released, surrendered, or 
otherwise severed, so that payments detemoined on a per acre basis woder the tenru; of 1his lease during the pnnury term shall be calculated based upon the number of acres ou!Side the boundaries 
of a pooled unit. or. if after the expiration of the primary tern\ Ooc number of acres actually retained ond covered by this lease. 

27. UCCES ORS AND AS IG : The covenants, conduions and agreements contaoned hereon shall e.oend to and be bondong upon the heors, executors. adnunostrators. successors or 
assogns of Lessee hereon. 

28. A 'TIQUITI ES CODE: In the C\ent that any feature of archeologocal or htstoncal onterest on Perm:~nent School Fund Land is encountered during the actMUes authonzed by lhts lease, 
Lessee vvoll unmcdiately cease activnoes and wollonunedoately notify the General Land Office (AITN Archaeologost. Asset Management Oo\1soon, 1700 N Congress Ave. Auston, Teus 78701) 
and the Te~as llostorical Conunissoon (P 0 n ox 12276, Austin. TX 78711 ) so that adequate measures may be undenaken to protect or recover such doscovenes or findongs, as appropriate. Lessee 
is expressly placed on notice of the Nauonalllostorical Preservation Act of 1966 (P0·89·66, 80 Statute 915; 16 U.S.C.A. 470) and the Antoquuies Code of Texas, Chapter 191, Tex. Nat Code 
Ann (Vemon 1993 & Supp. 1998). On state-owned land not dedicated to the Pcnnanem School Fw1d, lessee shall notify 1he Te~as lhstorical Commission before brea~ong ground at a project 
location. An archaeological survey might be required by the conunissoon before construction of the proJeCt can commence Funher, on the e\ent that any sue, object, locauon, am fact or other 
feature of archaeological. scientific, educational, cultural or his toric interest is encountered during the acu, ities authorize by Ous lease. lessee "ill immediately notofy lessor and the Texas 
llostoncal Commossion so that adequate measures may be w1dena~en to protect or reco,·er such doseovenes or findongs. as appropnate 

29. VE E: Lessor and lessee, oncludmg lessee's successors and assigns. hereby agree that 'enue for any dispute arisong out of a provision of thos lease," hether e\press or o11'4Jhed, regardmg 
mterpretauon ofthos lease. or relating on any \loay 10 thos lease or to applicable case law, sutu1es, or admontstratove rules. shall be on • coun of con..,.,tem junsdicuon located on TraVIS Cowory. State 
ofTexas 

30. LEASE FILING: Pursuant 10 Chapler 9 of the Tex Bus & ConL Code, this lease must be filed of record on the office of the Cowlly Cler~ on any cow11y on vvlnch all or any pan of the 
leased prcnuses is located. and cenofied copoes thereof must be filed onlhe General Llnd Office. Tioc prescnbed filing fee shall accon-.>any the cenofied copies senltO the General Land Office 
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11 ~gas ase must be signed and acknow I edged by the Les~e before Il lS filed of record in the cowny records and in the General Land Office of the State of Texas. 

c 
0 

LE SEE 

OY: ____________________________ __ 

T ITLE: ____________________________ _ 

DATE: ____________________________ __ 

ER _o F, witness the signature of the Commissioner of the General Land Office of the Stnte of rcxas under the seal of the General Land Onice. 

STATE OF ____________________ __ 

COUNTY OF ____________________ __ 

C0,\ 1 ~ 11 lONER OF T HE GENERAL LAND OFFICE 
OFTIIE TATEOFTEXAS 

Contents 
Leg•l 
DC 
Exec 

(CORPORATI ON ACKNOWLEDGI\1 ENT) 

BEFORE I\IE, the undersigned authority, on this day personally appeared _________________________ __________ _ 

known to me to be the pcr.;on \\hose name is subscribed to the forego ing mstrument, as ___________ _ ________ .of 

and acknowledged to me that he executed the same 

for the purposes and COilSiderntion therein e.< pressed, in the capacity stntcd. and as the aetand deed of sa1d corpornuon 

Given under my hand and ~•I of office this the ___________ day of _________________ ,. 20 ____ __ 

Notary Pubhc m and for ___________ ___ _ 

STATE OF _________ ____ _ (INil iVIOUAL ACKNOWLEDG~ I EN1) 

COU T V OF ______________________ _ 

Before me. the undersigned authority, on th1s day personally appeared. _____ ________ _________ _ _ 

known to me to be the persons whose names are subscnbed to the foregoing lll>trument, and acknowledged to me that they executed the 
same for the purposes and cortsidernuon therein expressed 

Gh·en under my hand and seal of office this the _ __________ _;day of ___________ _ _ ___ __, 20 _ _______ . 

Notary Public m and for _ ____ _ ________ _ 
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April 28, 2006 

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

Dear Mr. Chalfant: 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on April 4, 
2006. I am pleased to inform you that Chalfant Properties Inc was the high bidder on MGL. No. 28, 
which has been assigned the lease number M-1 06311 . 

State Lease M-106311 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

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

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stephen F. Austin 13uiltling • 1700 orrh Congress Avenue · Austin, Texas 78701 -1-195 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.tx.us 
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Lntt Form 
Rc,htd 10199 
Survrytd School Land 

%tustin, '<ltexas 

O IL AND GAS LEASE 
1"0. M·106lll 

WII[REAS. pwsuanr 10 lh< Tuos Narunl R<ll>llt<CS Cod< Chap!<n Jl, ll, Sl, and Chap!<r S2, Subchaprm A·D and H. (said Cod< b<ms hcrcmaft<r rcfm<d 10 os NRC.), and subj«l 10 all 
rules and rccuJahons promutaatcd by the Cormisstoncr of the Gc:ncr~l Land omc:c: andfor lht School Lard Board pwswnl thcrtto., and all other apphc.ablc: Sl.aruttJ and amctdrntMJ 10 usd 
N R C. the ronow.-mc area, 10-,.,, 
SECTIOI" 26, BLOCK •s. PUBLIC SCIIOOL LAND SURVEY, REEVES COUNTY, TEXAS. CONTAINING APPROXIMATELY '"0.1 ACRES, AS S IIOWN ON TilE 
OFFICIAL MAP O F REilVES COU NTY, TEXAS NOW ON FILE IN TilE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS, 

~NJJ.,aftc.r bc~n& duly ad,-cmscd, offered for lusc on the 4 1
• day of April, 1006, at 10.00 o'dock am, by the Connus10ncr of the Oc-ncnl Land Oftkc of the State ofTc:u.s and the Scbooll..and 

Doard o ftht Stale ofTcus, for the sole and only purpose of prospccnnsand dnthns for, and prod1.1t•nc 01larO'or cu that m~y be found and pfOduccd ftom the above ducnbcd area. and 

WIIEREAS, after all bids and rcmtuncu wh.ch were rcC:ci\Cd up to said hmC: have been duly c.onsMkrcd by the Cofm'llssioncr of the General Land Offic:c. and the School Lind Board at a 
rc1ubr met lUll the:rcofm the Gentrall.lnd Offic.c, on lhc 4'' day or April, 1006, hereinafter lhc "dTccrivc. d.Jte" and at wu found and delermncd thai CHALFANT PROPERTIES INC v.hosc 
address is P.O. UOX J l l.J, M IDLAND, TEXAS 79701 had offered the biahuc tnd bcsl bid for a lease oflhc area tbovt: descn"bcd and ts, thtrdore, enbded lO rccc1vc • kaJt thereon 

NOW. T IIEREFORE. I, Jerry E. Patterson. Comn~ss10ncr of the: Gencnl Land Offttc oflhc State orTeus. htrcwl\cr somttlrra refcm:d to u "Lc.uor," whoK tddnss ts Austin. Tu.:a.s, by 
vu1uc of the authonry vnttd in me and '" comtderation of thc pa)11lCnt by the htremafter dcsipatcd Lcucc, the sum ofT-·o HuDdred £J&hC nctuJaDd T,.,o Uuodrcd Shty A.d 001100 
Doll an ($101,160.00), rccc wpt of wtuch ts hereby acknoVrkd&cd and of the royaltKJ. to't-cnants, sttpulabON and conditiOnS contamcd and hrn:by aarecd 10 be paid. observed and pc.rformcd by 
Lc.tscc. do hnc.by dctriK, pn&. lc.asc and let unto the tbovc mcnltantd btddcf thc uclusavc ri&hl10 protpUt for, produce and ukc 011 and/or ps; from the doruatd ana ~ the f'otlowln& 
temw and conditiON, \0-Wll 

t . RESERVATION There is hereby uccpkd and ruerved to Lc.uor the f\111 USC: ofchc pn)pCrty CD'oct" hcTCby and an n&hU ..,,th rt.q)C.Ct to lhc surface and subsurface. thcrcoffOf any and 
111 purposu c-.ccpt those ~r~nted and co the eAtent here an gnnted to Lessee, toaethcr ....,,th the ri&hts ofan&rcss and e&rw and usc orsaad bnds by Lcuor and 1ts mtKfll kmd. for pwposu of 
uptonna for and producinJ lhe tnlMf'IIJ whte:h are not covtred. 01 .. tuch 1ft)' not be cowrtd in tbc 1\Jturt, under the ICfTTt5 ohhtt k.uce, bui .. h1Ch may be: loc:attd w11hin the surf"ice boundanes 
of the kucd aJea All of lhc nchu 1n and 10 the kascd prcmsu n:Un)Cd by lcsSOI' and all of the nahts tn and to the leucd pretrins lf"'lltcd 10 Luscc hcre1n shall be ucrttsed tn such a maMa 
that neither shall unduly interfere 'Nith the opcn110ns of the other 

l . TEHM: SubJeCt to the other provuions hcrcor. lha.s lcuc sh111 be ror I tcnn or n ... , (S) )'Un ~m the etrcci1\'C date he-reof (herem called •pnmary lenni and u k>nathcrcaftcr IS Oil or 
&U 11 produced in payma quanhiiU ftom uld area 

J . OELA Y RENTALS If no well as conmrncd on the land hereby 'cued on or before the anmvcrnry date of thiS lnse, thas lusc shall term.n.atc u to both p.anKs unlts.s lht l.wee on or 
before sa1d dale shall pay or tender to the Conwrissionc' of thc Gentnl Land Ofrtce of thc: Sute of Tc.us at Austm. Tens, the amount spccafkd 1n the followin& Khcdult nUnphed by the 
ntm'bcr of acnJ an the pn:rrucs, .. hte.h shall opt:.nte as a renCJ1and cover lhc pnV'IIe&e of dcfcmn& the: conwntncemtnt or a ""ell for l" th-t ( 11) moa1bs &om satd date In llLe manner and l4JOft 
pa)11lCnts or tendcn of amounts set OUl m tbt foUowtn& schtdulc, the corrrncnccmr.nt ora ""eU rNybc b\hcr dcfcrted foe a like pc.nod oflhc wnc nuniK:f Ofm;)nths. 

AMI>·cnarv Qa!c Oc!ay Rsntal per Aces 
Fant S S 00 
Second S S.OO 
Tlunl SlS 00 
Fawth SlS 00 

" PRODUCTION RO YAl. TIES SubJect to the provutans for royalty reducuons aet out in subparap1ph (E) ofthiJ parapaph 4, upoa producttan ofod and/or JIS.. lbt Lc.ssee apus to pay 
or cause to be: paHilo the COflll1'\tJJIOncr of the Gencnll.and Oflke 1n Austin. Teus, for the usc and !>me fit of the State ofTuu, dW'\1\& the tenn hereof. 

(Al OIL As a royalty on 011, whk.h is derwd as includm& all hydroclfboN produced in a hquid form at the mouth or the ""ell and abo aU condensate, dasullate, and other ltqu1d 
hydrotafboM rcco-...ered from oil or au run throuch a separator Of othe:f equipment, as herem~ ncr prov;ded, 1/4 part of the gross productiOn or the market value: thereof, at the opuon of the 
LeJJor, such vtlue to be dc:temllned by 1) the: h1ahcst po.sted pnc-e, plus premaum. 1f any, offered or paid lOr 011, eondcmatc, dJstdlate, or other hqwd hydroeJrbons. rupcctJ\'Ciy, of a like t)1K and 
grtVIty '" the acncnl ara v.hcrc: produced and .,....hen run, or 2) the ln&hcat markrt pfl(c lhcreof offered or paid m tht aenenl aru where produced and ""'hen Nn. or J) the aross proceeds oftlw 
sale thereOf, WhtCheYCf" iJ tht &fUier Lcuce I &"'ttl that before a.ny PJ ~UC.CJ &om the land hereby IUSCd ll sold, USC:d Qr ptOCdSed tn a pbnt., It W'lll be nan free Of COSt CO lcliOf ttvouJ,h an 
adc:quatc oa1 aftd ps separator of conYC:ntaonal rypc or olhc.r eqwpmcnl at lcutas df'teKnt 10 the end that all hqwd hydrocarbons rceovc.nbk from \hellS by ,uch mr.ans wtll be rec:ovc..red Upon 
\lolfiUcn consent ofLcsSOf,lhc: rcqutrtmcnt that sudl JU be nan throu&h suc.h a kplrator orothctc:quspmtnC may be •11\'N ~such tern. and condttaons u prucn"bcd by Lc.s:sor 

(0) NON· PI\OCESS£0 GAS AJ 1 royalry on any liS (onr:ludllll flared ps), "'luch 11 d<frncd as aU hydnxarboos and pS<OUS subsllnr:ca not rlcfin<d as oil ro rubpanl"pb (A) abovr:, 
produceiJ from any •en on snd land (uccpt u proVIded hcrctn with rc:spcct 10 ps procuscd ma plant for the utnctaon of auohnc·, hqwd hydnxarbon.s or olhc.t' products) 1/4 pan of the pos.s 
productiOn or lhc: rNft:ec YJiuc: 'hereof. at the op.tJOn of the: L.c.ssor, auch value 10 be based on the lu&hut rmrkct pnce patd or offered for au of t0f11)lrabk quabry an the acncnluu •here 
produced and *ben run. or tbc JTOU pnce paid or offer" to the producer, wtuchcvcr ll arutcr proVIded that the mu.urwn pruJurc base in mr.aJurinl Lhc &a.s lmder lh.it lt.a.K contract shall not at 
any hmc uceed 14 6S pounds per square inch absolute. a.nd the suncbrd but tc.~nture shaD be su.ry (60) dcpe.s falnnhc1l, cOJTectioa to be made few prusure aecordtnJIO Bo)'k's Law, 
and fOf spcCII\c lf1Y'It)' ac:cordin& to teJ t made by the Ba1anc:e Method or by lhc rrmt approved method of tuhnl be ina used by the industry at the time o(tcJiin& 
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(C) PROCESSED CAS: As a royalry on any au procesud in 1 ca.solinc plant or other pb,nt for 1hc recovery ofaa.sohnc or other bqu!d hydroc.arbon.s.lli part of the rc.slduc JU and the 
liquid hydronrbons uoutcd or the mukct Ylluc Lhcrcof. at lhc oplJOn of lhc Lessor. All fO)'&hrc.s due hc~1n shall be bucd on one hundred percent (I !lO-t.) oft.he toll! plant producttOnofrukluc 
t'll an.nbu~.ablc to &U produced from this lease, and on fifty percent (5011.) or tNt percent accn.Una to Lessee, whichever b the greater, of the toLl I plant prod ~~than of hquld h)drOCarboru. 
atmbutablc to the gas produced from this lease; pro...;dtd that if liquid hydrocarbons ar c recovered from au processed m a plam in which Lessee (or u.s parent, subsidiary or affiliate) 014li.S an 
irmrcst. then the pcrccn~.aac applicable to liquid hydrocarboru sh.J.II be fi fty percent (SO'!.) or the hiahcsL percent accrumjl lO a third pany proccssin& aas 1/VOu&h such plant u.ndcr a procusm& 
agreerncnl ne,ouattd at arm.s' length (or if there is no such lh1rd par1y, the hiahcsl percent then bc1n1 specified m procc.sJtnll&rcemc:nlS or conncu m the: tndusuy), "-'hichtHf tS the pe.atcr. Tbe: 
respective ro)'11llc.s on residue gas and on liqwd hydrocarbons sh.JII be dctermmed by 1) the h1ahc.st mukct pric.e p11d or offered for any au (or hquid hydrocarbons) o( e~ar~bk: qwhry m the: 
general area or 2) the lfOSS pn<:c paid or offered for such rt.stduc au (or the wet&hted l"en&c crou scUm& price for the respective gndes ofhquKl hydrocarbons), whJchc\.'tf 11 the pe&tcr In no 
cvcnl, llDWC\'Cr, shall the royalcics payable under this ~r1lflph be less than lhc to)'Jltiu which would ha\C been due Nd thc &U nol been proc:es:sed. 

(0) OTHER PRODUCTS: As a royalry on carbon black. sulphur or any other producu produced or manufactured llom aas (uceptina liqu1d hydrocarbons) 14hclhc:r »1d au be 
.. casln&hnd," "dry" or any other &IS. by fncttonatina. burnm& or any other process1na. JLi par1 of ltf'OSS productKin ofsuch products, or lhc market \'tlluc: thereof. at the opt1on of lessor, such 
ngrkct value to be de term~ ned as follows 

(I) On the ~SIS oflhc lushc.strN rkct pnce or each product.. dunna the ume month an winch such product IS produced. or 
(2) On the basiJ of the aven~e (fOSS sale price of each product for the same month in ...,.luch such produciJ IR produced; wluchc:v~r .s 1hc K•utcr. 

(E) VARIAUL.E ROYAL TV: (1) SubjeCt to the other proVISION or Lhls lcue. II LS hereby provided thai U1 the (\CRt production tn paym, qwntlhC.) IS CJQbhshcJ PW)!.o.inL 10 the U:mb or 

tlus k:uc and such ptOduct.on IS brouaht on hnc nd sales lhcrco(•re commenced "rllhln nlhtecn (18) months o! the erfectiVe date hereof. the royalty n1e prOVIded herem shall be reduced lO 
2~1 •• and slall tpply 10 each subscqucnt -.ell dnlkd and produced on the IJnd covered by th1s lu.sc.. Provided Lhat, 1f dW"InJ such e1chtcen (II) monlh tcmt dW'lng wh1ch Lessc:c may nma 
reduced royalcy nte of20'-!. as hcre~n prov&ded. Lessee should d.ril11n &ood faith and co~1ete the flf1.t 'W ell as a dry hole on thc land covercd by th1s lea.sc, Lessee m01y rece1ve a ttucc (l) molllh 
cxtcnsion of thc tenn in which 10 cam I rtduced royally RIC by giving not icc to the Conutussioncr of the Ocnenl Land omcc. COilutlCilCIOJ dnllma o~rauon.s on Ill additiOnal 'oi.CI! pnor to the 
cApintion of such thlcc (3) month period and prosecutin& diligently and Ln &ood faith the dnllin& of such add1UoRJI well and COI11)letlna: same so that producuon Ul pay1n1 qwnrit~ts u tStlbhsl~td 
and so that such production i.s brouKht on line and nics thereof arc commenced prior to the up111tion of such Wee (l) roonth eAtensioo period 

(i•) In the c\ent production in p.ayina qw.nritics iJ cS\ablishcd pW'SUJnt to the kma or LhiJ lease and sueh produc:uon lS brou&ht on lme and sales thereof arc corMM:nccd after the u.p1nhon 
of eachtec:n ( II) months from the effe:c.rive date hereof but prior 10 the upu~hOn of twent)'·fOW' (24) months from the: erfecth'C date hereof, tht royalty f1.lC: provided herem Shill be reduced to 
22 S% 1nd shall apply to euh subsequent well drilled and produced on the land covered by that lcuc. Provided that. if durina such si.K: (6) month term durina which Lessee may urn a reduced 
roytlty rate o( 22.5% u hcrt:in provided. Lessee should dnll1n &ood faith and complet.c lhc ftnt well u a dty hole on the land covered by tNs lc:ue, Lcssc:c may rcc:ei\e • Wee {l) month 
e~tens.an of the u:nn m which lO cam a reduced royalry 11tc by Jivin& nottc:c to the COfl'VlVJs.ancr ofthc Gencnlland Ofncc, commcncma dnlhna opera nons on an addi~l14ell pnor 10 the 
expttlhOn or such three (3) n'()nth period and prosc:cuun& d1liacndy and in &ood Caith the dnllma o( such •dchhOnal "'ell and con~leuna same so th.lt prod~Kuon ..., payln& qt.Untillcs .s csll.bhshcd 
and so thlc such production is broucht on line and salc.s thcreof are commenced prior toW u.pU'IDOn of such three (3) R'Qnth utcnsKm pcnod 

( ,.1 NO DEDUCTIONS: Lessee avecs that all royalt ies ace rum& to Lessor under lhu lusc shall be withour deducuon for the cost ofproduc.ma. u-ansportina. and othfrw•se nuk.ma the 011, 

au and other produciJ produced hereunder rt:ady for stle or UK. 

(C) ROYALTY IN KIND: Notwlthstandin&anythina contaulCd hcrclft to the CCK\tnry. l.tuor rNy. at 1U opttOn. upon not leu than 60 <bys nottec to Less.cc, Kqwre at any Cll'l'-.: or from 
tame to tame tNt payment of all or any royahics accrwna to Lessor under this 1ca5C be: n\ldc an k.md wuhou1 deducuon for lhe cou o( producin&, Klthennc. storinJ. ie~tallllJ. ttullna. 
dc:hydnlm&. C:Ofl1)tCSSin&, proc:esstn&. cnnsponing and othe rwise rNk.in&thc 011, &as •nd other produclS produced hereunder rudy for sale or usc lessor's riKhl to ll\oe its royahy in kind shall not 
diminish or nea:atc Lessor's right.s or Lessee's obliaarions. whether n.prc.ss or in.,lied, Wlder this lea.u. 

( II) PLANT .~UELAND RECYCLED GAS: No royalry Wll be payabk on any aas u may rcpres.cnt ttus lnse's propomorute share of any fuel used 10 procc.ss JU produced hereunder 
many processin& pb.nL Notwithslllndinaany\hin& contaancd herem to the contnry,and subJeclto the consent tn wnun& ofthe Conunis.sK!ner of the Gc.ncrJI Land omcc. Lcs.sce rNY rccydc au 
for &IS hft purposes on the lused premises after the hquid hydrocarbons cont.atned 1n the cu ha\c been removed, tnd no royalrics shall be pay1ble on the c:u so rcc-yckd Wllll such 11mc u lhc 
nmc tmy thercaftcr be produced and sold or wed by Lessee in such tn.lnner as to entitle Lessor to a royalry thtf'eOn under the royalty provisions of llus lease. 

(I) MINIM UM ROYA.LTY: Durma any ycar after the u.plnrion of the pnllllry term oflh1s lease. tfdus luse LS nu1ntamed by producuon.lhc royalucs paWl to lessor"' no event shall be 
leJJ INn an amount eqwlto $5.00 per ac:.rc; oWrwisc-. there shall be due and payable on or before the: lut cby of the month succccdmc lhc aMavena.ry dale o( &his lease a sum cqWIIto SS.OO per 
acre less the amount of royalties paW! dwin&lhc prcccdm& year. 

(J) MAHC INA l. PRODUCTION ROYALTY: Upon Lessee's wnltcn applicllaon, the School L&nd Board moay reduce the ro)')lry ntc set outm &hiS pa11&11ph audlor the nununum 
royalty se t out in subpa11pph 4 (1) lO utend the economic life of this lease and encou.uae recovery of 011 or au th:at m1~h1 otherwise rerNm wuecovcred Any such royally reducuon must 
confomtto the rc:qwrcmcnts or any School Und Board •dminiJtnti ... c Nlcs on thLS SubJeCL Royalty may not be reduced below the apphc:able s\at\ltory nunnnwn 

S. ROYALTY PA YM£NTS AND REPORTS. All royah1cs not takcn "'lund shall be J»lli to lhc ConvntSSlOncr of the General Land Omce 11 Austm, Tu.ts, U1 \he follo-.lllJ rNnncr: 
Payment oC ro)'Jity on producbOn of 011 tnd p.s shall be as provtded in the rules set forth m the Te.us Re&ist.cr. Rules currently provtdc that royalty on 011 is due and must be rcce~vcd m the 

Geuenlland Office on or be: fore the Slh day or the second Ill) nth suc:ceedin¥ the: month o fproducnon, and royalty on ps IS due and IRU.St be receaved in lhe Genenl Land Office on or bcforc the 
tSth day of the second roonth succecdin& the monlh of production. accon.,anied by the affid.lvit oflhc owner. rN~ger or other aulhonzed •sent.. co~let.cd Ill the fonn and fNMCr prescnbed by 
W Genenl Land Office and sbo.._.tn, thc IP'OS.S amowutnd disposnton of all o1l and &IS produced tnd lhc nurlr:ct value of the 01ltnd ps, tozether with a copy of all docwncnu, rcc.ords or reporu 
confumm& the gross production, duposition and mnlcct value Lncluchn& ps meter rudUl&J, papebnc: rcce1pU.. ps tine r«:e1pts and other chccLs or mcmon.R\h of aroount produced and put mU» 
papchnes. t.lnks, or pools and JU hnc.s or JIS s~nac, and •ny othc:r reports or rttords .._,hlch the Oc:ncnl Lind Office Olj)' rcquarc 10 vcnfy the cross production. du:posiaon and nurtret value In 
all cases the authonty or a manager or •aent to ace for the Lessee hcrc:ln mwt be filed in the Genenl Land Office. Each royalty payment shall be ac:.cofl1)anicd by a check srub, schcdWc. swrvnary 
or other rcnuttance tdV1Cc showing by the usianed Gcnc:r11 Land Office lease number the arr¥)unt of royalty be in& paid on each lease. If lessee pays IUs royalry on or before thirty (lO)dlys after 
the royalry payment wu due, then Lessee owes a pcnalry ofS% on the royalty oc SlS.OO, whichever is lfCJltr. A roy1lry payment wh.ich is O\'Cr thiny{JO) clays lat.c sJullacCNC a pcnalryof 10% 
of the royJit)' due or S2S.OO whichever is crcatcr. In addinon to a pcnalry. roy1lties slullacc:NC interc.st at 1 11te of 12% per ytar, such ante rest will bc&in accruin& when the royalry LS sixry (60) 
cb)'S O\crduc. AfrtdavJU and supporunz doc:wncnts wtuc:h arc not filed when diJI( shAlt incw a pcnalry tn •n tmowu set by the Genc·nt land Otr.ce tdmm.istnuvc rWc 'Whteh LS dTec:u\·c on the 
dat£ when the affidav1U or suppomn1 doc:wnc: nu we.rc due. Tbc Lcm e shall bar all rcsporuibility for ptyin& or uusma ro)'Jlties to be paad IS prucnDed by the due datc provwic:d hcreU\. 
Payment or the delinquency penally shAll in no way operate to protu"bit the SLate's right or forfeiture IS provided by law nor aec to poslpOnc the date on whic:h royalties WCfC onainally diJI( Tbe: 
above penally provisions sNII not apply in c:a.scs of title dispute a.s co Lhc Sttte's portion oflhe royalty or to that por1ion of the royalty in dispute u to fair market V1luc. 

6. (A) RESERVES, CONTRACTS AND OT IIER RECORDS: Lessee slull >M~~>IIy furnish the Convnissioncr or 1hc Gencr>l Land OfTtce wi<h iiS ba1 possible c>WNI< or 011 and cas 
rc.sc"es undcrlyans th1S kue or allocabk: \0 this tea.sc and shaD furnish uid Commissionc.r with c.op~J or all contrxts under 'kfucb au LS sold or procusc:d and all subsequcol apumcnts and 
amendments to such conc:racts within thirty (30) cbys al\cr entuin& into or maktn& such conncts, aa:reemenu or amendments. Such contracts and agreements when received by the General land 
Office shall be held in conridcnce by the General Land Office unless otherwise authorized by Lessee. All othcJ concncts and records pciUining lO the production, tnnspoiUtion. Qle and 
m:uketing of &he oil and 1as produced on sa id prenuscs. including &he books and ~ccounts:, rC"ccipts and d~chafJCJ of aU wells. canb. pools, mcte11, and p1pehnc.s shall at all times be su.bjecc to 
1nspcc.oon and cxaminacion by the CorMUUioncr of the General Land Office, lhc Attorney General. the: Governor. or the representative of any ofthc:m. 

(B) ORILLLJ~G RECORDS: Written ooticc ofalt opcnbOOS on tluslc.asc shall be submmc.d to l.hc Corrw'Nss.oner of the Gcnc:nl Land Orrtce: by Lc.ssce or opc:ntor fhe (S) days before spuJ 
date, workover, r-e-cnuy, \cft1l'Onry abandonment or plu& and abandonment or any well or wtlls. Such wnttcn notice to the Gcnc:ral Land Offic:c shall include copies of R.aalroad Commis.sion 
fonns for application to drill. Copies of we ll t.cs\S, co~lction rcporu and plutaing rcporu shall be supplied to the Oenenl land Office at the time they lrt filed wiLh the Texas R.a1lroad 
Convnission. Lessee shall supply lhc Gencral Land OITicc with tny records, mcroonnda, acc:ounu. rtpOru, cuttinp and cores, or olhcr infomYtion relative 10 the open non of the tbove~escribc:d 
premises, whw:h may be requested by !he Ocncnl Land Offw:c, in addition c.o tho.sc herein c.~o.prcssty provided for. Lessee shall have an cleccneal a.ndlor nd.oacnvicy survey rNdc on the borc·bok 
sccuon. from the buc of the swface cuina to the tollll depth of well. of all ¥~ ells drilled on the above duc:nbcd prctriscs and sh.alltnnsmit a INC copyoflhc.lo& of each sur.ey on eac:b well to the 
OeDCnl l.and Offw:e within 6ftccn ( IS) days after the makin& oCsaid swvty. 

2 

563 

l 
I 

l 
~~--

r and Correct 
copy of 

• • • • • • 
• • • • •• • • • • • 

• • • . 
• • • 

. 
• . 

• • • • •• 

On gin at filed in 
Reeves County 

Clerks Office 



BOO.K 7 3 4 PAGE 554 

(C) PENAI .. TI ES: Leuu sh.a11 nKur a pe:nal1y -.·ht-nc\'tr rtpotts. documcnu or olhc:r mat.e.naiJ arc: not flkd •n the OeMnl Land Office 'tlrhtn due lllc penally for ~tc fillnc shltl bt set by 
the Gcntralland Office admin1Jtnt1w n&lc: wh~eh 11 cffcct1vc on the date Vrhcn lhc matcmls V.'trt due In the Ocncnl Und OfYke 

7. R ETAINED ACREACE: Nocv..nJuundina any provu10n ofthlJ kuc 10 lhc: concrary. af\u a -.ell produt•na or capable ofprodutltiC o•l Of cas has been C001)1ctcd on the lease-d prttniKl. 
~sstt shall ucrctsc the d•hacncc of a rusonably pruden! open tor In dnlhn1 such additional well or v.clls as may be rusonably neecuary for the proper dc vc lopmeht of the lu.ud prcmaus and 
m nutkctinathc produchon thereon. 

(A) VERTICAl.. In lhe event this lease is 1n force and cffcc1 rwo (2) years after the upinllon date of \he pnmary or utcndcd tcnn 11 shill then tcmuMtc u 10 all of the leased Pfttn~su. 
E..."<CEPT (I) 40 acres sunoundina each o1l well c.apablc ofproductnc 1n pay•na quantities and 120 acru sunoundma ueh 111 wen npJbJe ofproducma•n paytn& q1aN1ttu (u.cludtn&• shut· In 
011 or au \loellu provtd«S'" Parapph 11 hcuof), or 1 ~en YpOn .,..hid! Lessee 11 lhcn en&l&t:d IR continuous dnlhnJ 6f rev.-orbn& opc:ntions, or (2) the numbu ofacru tncludtd 1n a produc:ana 
pooled unu pW"Su.antlo Natw"ll Resources Code ScctiOM Sl.l S I·Sl . l SJ, or (J) such JfCIIcr or lesser number or acru u n-.y then be aUonled for productJon putpOSC.S. 10 a proncion uM for each 
such producms "'til under the Nics and rc&ulauons of the Railt01d Conmissaon of Tens. or any succeuor accncy, Of other a:ovcmmr:nulauthority hlvma JunsdJclton Wnh1n 90 da)., of a 
p.Jnul tcmunahon ofth•.s lcau 1n aecorcbncc w;m this .subpanauph and upon psyme:nt of the nununum fihn& fcc Kt by Gcncrtl Land Ofi"ICc Nits'" dfeclatlhc: tame of the panultcm1UUI•on, 
L.usc~ shall have the nshl to obu1n a swfacc lc.:asc for lnJTCSJ and caress on 1nd 1cross the: tcnninatcd ponion of lhc lund prcnuscs as may be reHOnably nccunry for the contmucd opcnnon of 
the ponions of th< kaJe rcm;aininaln forte 1nd effect. If Lc.sscc fjlls to 1pply for a sw-facc lease. w1lhm 1hc 90 d.ly penod spcctfacd 1bovc, Luscc m~y apply for a surface kasc from the: Land 
O!Tkc. but the Land ConmuutOncr haJ the: ducretlQn to pant or deny such applkaiK»n and to set the fcc for such surface lun 

( U) HORJZ.ONTAL· In tht cvcnl this lease is in forte and effect twO (Z) ytanafter lhe up1nh0n d.lte of the pnmary Ot' otcnckd ec:nn u sh.all t\anhcr tcm'lnatc u to all depths below 100 
feet bdow the toll I depth dnl~d (here1naftcr •ckcpcr dcp\hsj tn uc:h .,..ell kKatcd on acrna:c rctamcd 1n P1rapaph 7 (A) above, unless on or before two (l) ytars after the pnmary Of utcndcd 
tcm1 Lessee pays 1n •mount equal to ont·hllf(l/2) of the bonus oriamalty pa1d as constdcntion for this leuc (as spcc:lncd on pace t hcKof) If such a mown 1s pa1d. ~b lcuc shall be m force 
and effect :a.s to such deeper depth.s , and satd tcrmuu.ttOn sh&lt be delaytd for 1n 1ddiuonal pcnod of two (Z) ytlrs 1nd JOlon& thcrtaftc.r as odor aa.s lS produced 1n pi )'In& qUJntlhC..S from such 
deeper depths covered by lhas lease 

(C) IDENTIFICAT ION AN D FI LING: 1M surface 1c:rnac rculncd hereunder as 10 each \to ell sNII, as nurty u prac.heal, be: tn \he form of 1 square ~nh the •·ell louted m the: ccntu 
then-of. Of such other shape u may be 1pprovcd by the School Land Boud Wtthan lh1rty (JO) days: after p.snllltc:nnrNhOn of thu k a.se: u proVIded hcre1n, LciSCe shall uccutc and record 1 
rdc:nc or rcluJu c:onta1n.ng a saturactory lepl dcJCnption of the acrcaJc and/or dcplh.s not rtu inc:d hereunder The- recorded rtluu, or a certified copy of umc. shJII be fikd aa the General 
Land Ofrtce, ICC0ft11'1nlfd by the fitin& fcc ptcSCn~ by the Gcncnll.and OI'Ykc Nics 1ft ~tTcct on thc: date the n:kuc: lS flied_ If l..tsscc f11ls or rcf!.des to uccutc 1nd rttord suc:h rdcuc or 
rdusc.s w1th1n nincry (90) da.ys attn bc1n1 ~ucstcd 10 do 10 by the Gencr~ll.and OfTkc, \hen \he ConYNJJtOnCr at his: sole disac:cion may dt.si&Nt.c by wnttcn uutrurnc:nt the l trcaac and/or 
depths to be rclcued hereunder and tffOrd such Uutnuncnt at Lcs.sc<'s upcnsc i.n the to\mty or c:ountic.s ~Where the lcue ls klc.atc:d and in the offciat r«<fd.s o ( the: Gcncr1l Land Off'lce and such 
desia;nat\On shall be blnchnc upon Lessee for all purpou.s. If at 1ny time 1ftcr lhc etfKbvc date o( 1hc p.s.rt~~l tcnmMhOn provu10ns hcrc:o(. the: apphubk (tCid Nlc-.s arc than~ or the •ell or 
"ells loc:.lted thereon arc rcc:IUJificd 10 lNt ku acrc:~ac: is thcrC"JRcr allocated to nNI ... ·en or •ells for producttan purposes. th•s InK shall thcrtupon temunatc as 10 111 acruac not thcrnncr 
allocated 10 sa1d \toe II or wells for productiOn pwposc.s. 

I. OFFSET WELLS: rr otl and!Of ps should be produced"' commrrtlll q~nt1Ms &om a ... -ell \outed oa lind pnv1tely O"A"Md Of OCI Sutc tnd k-ucd :111 luscr ruytlty, v.hKh well u within 
one thousand (1 ,000) feet of the- 1ru included here: an. or which ~en lJ dt•Lrun, the area covucd by lhu ~uc. thc: L.c.suc s.hall, Wllhinsu.ty(60) da)'J after such 6n1t1lll produc:DOn &om tbc dntn•na 
v.c:lt or the .,..ell louted '*I thin one thousand (1 ,000) feet &om the ~rc.a covered by INs Lux bcpn in aood 61th 1nd prosecute dthaeo~ly the- dnlhna ofa.n ofTs.ct -.--c:n on !.he aru conmt by t1us 
ka.sc. and sUC-h ofT.sct ~en Jhatl be dolled 10 such depth u may be necessary to prc,"Cnt the undue dnw&c of !.he area CO'-Crtd by thts lease, 1nd the Lcs.scc, manaatr or dnlkr sNII usc 111 means 
necessary 1n •&ood fanh cffon to make such ofTs.ct weU produce od and/01 ps 1ft commercial qwnhtic:s OnJy upon the dcte"""nabOn of &he Comnw.ancr a.nd •1th hu "Antttn •PP"lnl m1 y the 
pl)"mr:nl of a Cetf11KRS110f'y royalty satufy the obhpoon to dnll1n oftict '~~>eU ot '~~>ells rcquu-cd undt.r ttus Plnpaph 

9. DRY 110 1.£/CESSATION OF PRODUCTION DURING PRIMARY Tf.RM : If. d11rn11 lht pnmary tum hmohnd poor 10 dixo•~ry aocl producooo of otlot &u oo >1od Wid. L<ucc 
should dnll a dry hole "' holes lhtr<Oft. "'if dunn& lht pnmary 1<rm ~>n<or and ann lht d-•"<IY and Kftal prodlltooo or Otl or PJ from lht lcOS<d pr<mas<S such producooo lhtrcor should 
ceuc from any cause, dus lcuc shill not tcnna~tt if on or btforc the. npU'IhOn of siAt)' (60) days &om da«c of coft"C)knoa o( ukt dry bole Of CCUIUon of prochacbOa Lc.ssce convncncu 
add1rtonal dntltn& or rtYo'Orkln& opcntions thereon. or pays ot kndc:f1 the nut annual delay rental '" 1hc same m1mcr as provtdcd WI dus kuc. u: dunnalhc lut )"C-11 of &he pnmuy tenn or 
w1thtn su.ty (60) cbys pnot thereto. a dty hole be COftl'ktcd 1nd abandoned. Of the produc:tN>D of oil or ps s.hoWd c.cuc Cot any c.ausc:, l..c:ss«'s nchu shall rcrr.1n 1n fuJI rorc:e 1nd dfect ""'lhotJI 
furtbtr opcnttON until the opantlon of the prim.Jry ttnn; 1nd •f Lc.sscc hu not rcswt'lrd produtbOn 1n paytnl qUJnllhU 11 the. cxpintion ofthc pnmary term. Lc.s.sc~ may m&Uitaln thiS lease by 
conduct In& add•donal dnlhna or rcworkma opcntions pursl.illnt to Paraanph JO, usana &hc c:xpltltaoa of the pnm;ary term as the date of cc:ss.JbOCl of ptOducbOn wdcr Para&nph 10. Should the 
first ... en or any subsequent well dnlkd on the aboYC cksc.r*d land be' c.~lc:tcd IS a shvt-1n 011 or cu •cJI••than \he pnnry ttnn hereof, Lc.utc rr.y rc.swnc payment or the I MUll rcnulan 
lhc s:aJTIC nanncr as provtdcd hc.rc1n on or before the ~ntal plyanJ date foUowtnclhc up111hon o f SLI!t.ly (60) cb)'J &om the date of coft"C)ktion of .such shut-In 011 or p.s well and upon 1hc fa1lure to 
nu\te such payment, thas lca.se sh&ll q,so facto terminate I fat the: upLnttOn of the: pnmary tcnnor any tame thcruftcr a shut·uto•l or &U · ·cllu loc.atcd on the lcasc.d prmucs p1ymcnts maybe 
made tn :acconbncc wtth the shut•tn proviSions hereof 

ro. CESSATION, Dlt iLLINC, AND REWORKING: If. aner the c .. panoon or the pnm:ary term. producbOn orod or &U from the kucd pr~nvus.ancr once obllwd. should ccuc &om 
any nusc. th11 tux shall not tcrT'I'Un:lk 1f L.cucc conwncncc.s adJ1hon~~l dnlllna or rnrork•n& opcnhOns ~o~r1lhan SlAty (60) days tftcr such cusauon. and thlS kasc: shall rtn'llln m fun force and 
cffrtt ror so lonJ IJ such OpcntMmS continue in aood finh and 1n ~:orktnanhkc manner w•thout interrupt tans &Otahna more than tiAty (60) days. If such drillin& or reworkill& opcr1tions rc..suh 1n 
the prodUCtiOn ofod Of aas. the tease shall remain in full forte lnd effect ror solon& as Oil or p.s "produced &om &he lca.scd premises in PIYinl quanbUCS or payment ofshut•ln oil or au v.cll 
royalt~es or J)lymtnt oftOrf1)ttwiOry royalties lS f11.1de u provided here'" or u pro'o'\dc:d by law. lfchc drilltnJ or rev.'OOOnJ opcrtnon.s rc.sult 1n the C:OJT1)1ctl0n of a "A ell u a dry hok,lhc kuc 
wall nottcnl\lnatc if the Lessee commences 1dd11ional drillina or rcworkin& oper11ions w1thin sixty {60) c:bys a ncr the co""lchon of the wctl u • dry hole, and this lease stuU remain in cfT«t so 
long as Lc.uc:c contmucs dnlltnJ or rc:wortuna operations in rood f1ith and in a wo~manhkc manner withou1 1ntcnuptions touhna rmre than SillY (60) cb ys Lessee: shill lf\"t wnttca not.ce to 
the Cicncnll.and OfTke wn1un tJuny (lO) days of 1ny cessation of productiOn 

II. S IIUT· IN ROYALTIES: For pwpo.se:s of this par~vaph.. ·~c:ll" means sny wclllhat bas btcn m•ancd a "'"ell number by t.hc. sutc &Jcnt)' havma JunsdKtlon over the: producttOn ofo1l 
and ,u. If at any tirre after the upu1tlon of thc prim~ry tc.nn or 1 kuc that. unul bema shut tn, w1s tK.na ma1ntaincd an force and effect, 1 well capable of producana 01! or au "'payina 
qtunt•t•es is located on lhc lused prcnuJes, but oil or au iJ not being produced for lack of suitable production fat• lilies or tack or 1 suitlblc nurkct. then Lc.ucc may pay u a shut-in 011 or &U 
royalty an amount equal to S: I 0 00 per acr~. but not lest than Sl ,200 a ycsr for cKh well capsblc ofproduc•nJ oil or 111 1n p1)'1ftl qUllntitiCJ. To be efT«ts\·c. uch m111al shut· In 011 or ru royalty 
must be pJid on or before ( I) \he n.p1r1t10n of the pnmary term. (l) 60 dlys 1Rc.r the l..c.JJcc ceases to produce oil or &U &om the leased prcm.scs, or (J) 60 days aftc:r Lcs:s« co,.,.,ktcs 1 drilhna 
or reworking optntion In accordance w1th the: lca.se: provuions; wh1c:hcvtr date Is latest. If the. shut-in oil or au royalty is paid. the lust shall be considered co be a produc1nc lcuc and the 
payment shall c .. tend the tcnn ofthc lease for a period of one year tram the c:nd of the primary term. or &om thc fttst cby of the month foUowma the month 1n .. h1Ch productton ccasc.d. 1nd. aftcr 
tNt, afno .su1tabk produc:uon facllit1es or su1Uble marbt for the: oil or I" UIJti, Lcssc:c may utend the luse for four more suc:cuswc periods of one: (I) ynr by pJ)"'nJ the same amount uch 
)'en on or before I he upu'II IOn of each shul•ln year 

11. C0!\1PF..J"'SAT0RV ROYAL TIES: If, dunn& the pcnod the lease u kept an dfc:ct by paymcnl of the: shut·U\ oil or JU to)'111l)', oil or &U is sok1 1nd delivered 1n pa)'lnl q~,gnllbU from a 
well louted Wlthtn one thousand (1 .000) feet of the \cued prem&sc.s and C00'1)1etcd bt the same ptoducin& reservoir. or bt any usc: in ,.hic:b dn1n.aac. is occumnc. tM: ri&hl 10 (Onunuc co ~inuin 
the lcuc by plytn& the shuc~ln oil or au royalty shalt cuK, but the lcuc shall renin ctTecrh"C for the rcm.Jandcr of 1hc ytar for which the royalty has b«n patd The L.csscc n y munuin the 
lcuc for four more succw•vc years by Lc.s.scc payina C:Of11)CI\Sitory rvy•lty at the: royalty ntc provldcd in 1hc lcuc oflhc market value of productiOn from the ""ell caus1n1 the dnuuac or ~htc:h 
11 co"1lktcd an the same producina ruc:rvoir and wi\h1n one thousand (1.000) feet of the kased prtmises The C:OfrC)(Nitory royalty IS 10 be paid rmnthly to the Commiu10ncr bcpvuna on or 
before the lut day of the month foUowinalhc rronlh in wh~eh the oil or p.s 1.1 produced &om 1hc -.en awma tbc dnina&c or lhal: is c:on'1)kLtd in the Jlmt ptOduclftl rcurvoir and louted within 
one thousand (1 ,000) (c.et of chc leased pmniu:s: i( the CO"l>CRSJ*Y royalty paNS in any ll·monlh pcnod is in 1n amount leu than lhe annual shut· in oil or au royalty, Lessee shan pay an 
armunc cq~lto the dtffcrencc "' 'lh"' thllty (JO) days from the end of the 12-month pcnod, and none or these provisiOns wdl rtlicvc Lusce of !.he oblipbon of f"UJJGGbk dcvdopmcnt oor lhc 
obhption to dnU offset v.'t'lls a.s provided in N R.C Section Sl 0}4, however, at lhc dc:IC:mlln.abOn of the Cormus10nn, and With tbc CorrmassiOOcf's •nucn lppnMI. the payment of 
toff'C)Ctthcor)' royah1e1 shan s.ahsf)t lhc obhpbon 10 dnll offset wells COft1)Crwtory royalty payments .. tuc.h'" not bmcly paKI will 1c:c:ruc pcnalry and intcrcJt ia acconbnc:c: W1th Para en ph S 
ofttuJ kasc. 
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13. EXTENSIONS: 1r, at the c~pinuon of the: prin~ry term oflh1s kuc, production of 011 or pJ hu no• been obUUkd on the lnud prcnusu buc dnllan& opcnoons vc belli.& conduc:ICd 
thereon in 100<1 failh and in a &ood and workmanlike rNnner, LeSS« rmy, on or before the c~pltatM:.n of !.he pnmary knn. file an the Gcm:nl Land OrfiC'c wnucn appbcahOo to l.hc Cormv.sstOncr 
oflhc: Gcnenl Land Office for a thirty (JO) day c.ucnsion ofttus luu, acconllanicd by payment ofTluu Thousand OoJt.ars (Sl,OOOOO) if this le:aSt ~vc.rs sur; hundred forty (640) aac.s 01 ku 
and Si~ Thousand Oollan ($6,000.00) if this lusc covers more than SIA hundred forty (640) xrcs and the Convnw10ncr shall. in wntin1, u.tend ttus kuc for a thiny (lO) day pcnod from and 
after lhc c.xpir.uion of lhc primary tcnn and so lon1 thereafter u oil or au is produced in paym& qu.antitacs; provMkd fW"\hcr, Wt Lessee n\11)', so lon1 as suc.h dnlhnc opcnuoru uc be~& 
conducted nuke lilr:e application and payment during any thisty (lO) day cxttndcd period for an addihOn.JI utension or thirty (30) days and, upon rtte1pt or such apphcat.on and p'ymcnt. the 
Convniuioncr stull, in writina, •&•in utend this leue so that ume skill rcm~in in force for such additional thiny (JO) cby period and so klnJ thcrul\cr as od or ps 1S produced 1n paymc 
qU.Jnlities; provided, however, thai this lnse shall no1 be u.tcndcd for more than a tol11 of three hundred n1ncty (390) days from and ,ner the upinrion or the pnmuy term unless producuon ln 

paying qUlllntllies has been obtamcd. 

14. USE OF WATER; SURFACE: Lessee shall have the riahtto use water produced on sa1d land necessary for opcr1tions hcJcW'IdeJ and solely upon the leased prctn~scs; provided, ho\loc\er, 
Lessee stu II not usc potabk water or water suiLablc for livestock or irri&Jtion pwposc:s ror water flood opc~llons w1tho~Jt the prior written consent or Lcs10r. SubJect to 1ts obhaauou to pay 
swface darNJC:S, Lessee sh.alt have the ri&ht 10 usc so much or lhc surface: of the: land that may be: reasonably ntcusary for dnllin& and opcntin& ""ells and transpomng and rNikcunc lhc 
production lhcrcfrom. such usc to bt conducted Wldcr c:ondilloru ofkut injwy to the swfacc of the lu.d. Lessee shall pay swfaec d.arruaes in an amoW\t set by the Gencnl Land Office fcc 
schedule wh1ch IS cffecnve on lhc date when the activity rcquinn&thc payment of surface dan'Q&CS occun 

IS. POLL.lff iON: In dcvdop1n& lhu area, lessee shall usc the h1,he11 degree of urc and all proper safecuard.s to prc,cnt pollutiOn W1thout hnvtm& the forel(Oinlo polhshon of co;ast..l 
\\Ctbnds, n1tunl wai.CNlys, nvcrs a.nd ~n.,oundcd Wli.Cr shall bt prevented by the usc ofconu.uuncnt fac1hucs swrw::.cnt to pre~cnt sp•llaic. ucpa~c 01 1rowwi 'Wltc-r COtl~ntuuoon. Ia the c\cnt 
of polluuon, Lessee shlll usc all means at its dispos.JI to n:c;aptufc all escaped hydrocarbons or other pollut.ant and shall be RSpOnSible for all cbm~ae to publliC and pnv;atc propc.mcs 

(A) UPLANDS: L.csscc: shall bwld and ffiillntlin fences aroWld t\S sl~h, SWJ1)1 and 4nmJ&c p1LS and tank bancncs so as to protect hvcS\ock a&1 1ns1 ~SS. ~rN&c or LRJwy, 1oJ ~n 
COfl1)1crion or 11bindonmcnt of any well or wells, Lessee shall fill and level all slush p1ts and ccllan and COflllktely clean up the drillin¥ Site of all Nbbish thereon. 

(U) SUUMERCEO l.ANI>S: No dischar&e ofsohd waste or &arbagc shall be allowed mlO State waters from any dnlhn& or suppon \CSSds, pruducuon pbtfonn. crew or supply bo•t. 
barge, jack·up ris or other cqwpmcnt loc:atcd on the leased area. Sohd waste shall include but shJII not be limited to containers, cquiprncnt, rubb ish, pluric, alan , and any other nun·t'I'Qde non~ 
biodcgndJble items. A si&n must be displa yed in a hiah tnff~ area on all vessels and rNMCd pbtfonns statina. "Disch.aflte of any soiKI waste or carbacc U11o State Waten from \ Csscls or 
pl:llfonns is stnctly prohibii.Cd and JNy subject a State ofTuu lusc lO forfc:llw-c:.· Such statement shaU be m lcucri.n& ofal lust 1• Ln s11c 

lC) RI VERS: To the utcnt necessary to prevent pollution. lhc provuioru found in subsections (a) and (b) ofdu.s pu~&nph shall also apply to n\·crs and m·ctbcds 

(0 ) PENALTY: Failwc 10 co~ly with the rc:quLrcmcnts of \Jus prov1s10n n'Qy result in the muunwn pualty al lov.cd by law mcludUl& forfeiture of the lcau l.csscc sN II be h1bk ror the 
dJm11c.s caused by such failure and any cosu and expenses u'C'uncd in clcamna areas affected by the dasc:Nracd waste 

16. IDENTIFICATION MARKERS: l...c.s:scC' shall erect. at a dlsQncc not to uc:ccd twe nty-live (2S) feet from nch ""ell on the- premasc.s CO\ercd by thiS lcue, a lc¥J'ble s1p on ""tuc::h shall 
be su.tcd the name ofd\C OJ)C'ntot. the lc.ue designation a.nd the v.eU number. Where rwo 01 more ..... ens on the same ka.sc or where ""ells on 1'\A."O or more knc.s an: COMCCted lO the 11me u.M. 
bancry, whether by Jndividl.l31 Row line connections direct to the t.ank or t.anks or by usc of a multiple header sySI.CR\ each line bcrw-cen uch \otoCIInd such tank or hudtr shaU be: lciPDiy tdcnnlicd 
:tt all times, either by a fumly attac:hed Lll or plate or an idenrif1<:arion properly painted on such line ac a distance not 10 uc.ecd three (l) feet ftom such tank or header coMCCtiOn. Sa1d SIIJU, t.Jp, 
plau:s or olhcr idcntiricauon m~rkcrs shill be m~intaincd 1n a lew:iblc c:ond1rion thsouahout the tcml of this lease 

11. ASSICNI\·IENTS: The lease n'Q)' be lni\Sfcrrcd at any tunc, prov1dcd. however, that lhc hJbility oflhc tnnsferor to properly disduu¥c 1U obheauon Wldcr lhc lease , 1nclt.;dmc properly 
plugain& abandoned wells, rcrnovin& platforms or pipelines, or re-mediation of contarrunation at drill sites shall pass to the tnnsfucc upon the prior wnncn consent of the CornnusstOncr of the 
Genenl Land Office The Commusionc.r may require the tnrufcree 10 dcmonstntc financia~l responsibility 1nd '"'Y require 1 bond or other security. All ~ru(en must rcfcrc.ncc the lc:ue by the 
file nwnbcr and must be recorde-d m the county where the arn lS tocatc-d. 1nd the recorded tnnsfer or a copy certified to by the County Clerk of the toUIUy where lhe u-ansfn u recorded must be 
filed m lhc Gene~! Land Office Wllhln nmcty (90) d.lys of the uccuuon cbte, &J provided by N.R.C. Scc:hOn Sl 026, acC'orrpamed by the til ina fcc prescnbc:d by the Gcncnl Land omcc rules "' 
effc:ct on the d.lte o( receipt by lhc Genc.~l land Ofncc of such lnnsfcr or c:c:nilicd copy thereof E\·cry tnru(crc:c shall succeed 10 all nchts and be SubJ«t to all obliphons, hab1ht1CS, and 
pcnalbcs o-...ed to the Sutc by the ori~na!llc.ucc or any prior tnnsfcrec of the. lease, ind udina any habllitics 10 the state for W1patd rv)'llncs 

18. REL £A.S£S: Lessee m~y rehnquish the ri&hLS rnnted hereunder to the Sutc at1ny bmc: by recordm& the rc:hnquuhmcnc in the COW'Ity v.hc:rc tNs aru IS lltultcd and film& lhc: recorded 
rchnquLShmcnt or c:cr\lfied copy of s.amc in the Gencn.l Land Office 'WithLn nmcty (90) d.lys after us c.ACCUtlOn ac:con~aiUC'd by lhc film& fee prest.nbcd by thc Gene~ I Land Off tee Nk.s an dTecl 
on the date of reC:c1pt by the Gencnl Land Offlce of suc:h rchnquashmcnt or certified copy the: reo( Such relinquishment w1ll not hlve the eff«t or rdca.slna Lessee from any lability theretofore 
accnJcd in favoro(the St.atc 

19. Ll EN: In accordance wath N.R.C. Section S2.1l6, lhe State sh1ll have a fliSt hen upon all 01land aas produced &om the: arn. covered by this lca.sc lO sec we pJymcnt ofall wqmd ro)'l lly 
and other swns of money that m:ty bccon\C due under lhis lease. By acceptance of this lease, Lessee I"RU the State, in add1tion to the hen provided by N.R.C. SctllOn S2.1l6 and any olhcr 
applicable sututory lien, an cxprc.ss contnctuallien on and sccW'Ity iutcrcst in all leased minc:nls in and n.ltlcted from the leased premises, all proceeds which may accrue to Lessee from the sale­
of such leued mincnls, whc:thtr such proceeds arc held by Lessee or by a th1rd party, and all fill.twc:s on and 101)rOvemcnts to the !cued prcrruscs used 111 corw:ction w1th the prodll(tion Of 
proccuin& of such lnStd n11ncraiJ in order to sec we the ~ymcnt of all royalties or other amounts due or to become due Wldcr this lc.ue 1nd to secure paymcn& of any d.anuac:s or loss that Lessor 
nay suffer by reuon o( Lessee's breach o( any co\'Cnant or condition ofthiJ lc.a.sc, -.hcthcr u.prus or ut1Jiicd This hen and sccwuy intcrtst INY be foreclosed Wi th or without COW1 procetd.U1p 
m the rNnncr provukd 1n the Title I . Oupt.cr 9 of the: Tu.as Busmcss and Convncrtc Code. l..csscc: llft'C.S tNt the Convniuioncr rNY rcquuc Lc.sSC'c to uc:cutc and record such instrwnc:ntJ U 
may be reasonably necessary to acknowled&e. attach or perfect lh1s lien Lessee hereby rc:prc.sc:nts that there arc no pOor or superior liens a.risana &om and rtbtmc 10 Lwcc's acuvit:JCJ upon the 
abo,'C--dcxnbc.d property or from Lusce's acquisioon of this le-ase-. Should the Conwnissioncr at any time dctcnrunc that this rcprcscntanon 11 not true, then the Coi1UlliSS10ncr rN)' dccbrc thu 
lu.sc forfcatcd as provided hcrc-111 

10. FORFEITURE: I( Lessee shall fail or refuse to rNkc the payment of any sum wh.tun thU1y (30) days a.J\cr 11 beNmcs di.OC, or if Lessee or an aulhonzcd aaent shoWd knowinaly male any 
fal.sc return or f1lsc report conccmJn& production or drillin&. or 1f Lessee shall fa il or refuse 10 dnllany offset well or wells in cood f1 1th aJ rcquu-cd by bw and the rules and rcguiU)()nJ adopccd by 
the Convrussioncr of the Oencrall.and Office, or if lessee should fai1 10 me repons m the maMCr required by liilw cx f11l to con1JI)' with Nics and rcaubhons promulaated by the GcDCral UnJ 
Office, the School Land Boud, or the Railroad Commission, or refuse the proper authority access to the records pcruimnato opcntions. or,( Lessee or 1n authoriz.cd ascnt should k.nowln&ly fa1l 
or refuse to ~vc corrcc.t in(orrn;~tion to the proper authority, or knowin&IY fail or refuse to fwllish the: Ocncr1l Land OffiCe a concet loa of any well, or if lessee shill knowm&IY violate an)' of the 
nutcrial provisions ofth.is leuc, or if this lease is assigned and the assianmcnc is not tikd ln the General Land Office u Rquired by law, Lhc rights acquirtd under 

this tease sh1tl be subject to forfc:11we by the Commissioncr,and he shall forfeit same wbcn suffiCiently mfomlCd of the (acu which aulhoruc 1 forfc1twc, and "'hen forfe ited t.hc: lfU shall aaam 
be subject 10 lcuc to the hichest bidder, W\dcr the same re&ulations conuollln& the oriainal sale ofl«scs. However, nolhin& hcrcinsNll bC' consuucd u waivinc tbc automatic ~.enninaoon ofth1s 
lease by operation of law or by reason of 1ny special limitation ansinc bc.reundcr. forfcitW'CS may be set aside and this kasc: and all rights thcrcWldcr reinstated before the nzhts of another 
1nterwnc. upon sttlSfacwry eVIdence to the Commissioner o( the General Land Offlc:C of futwe eonvliance with !.he provisions oflhc law and of this kue and the Nlc.s aDd rc-aubrions that may be 
adopted rc:btwc hento. 

11. RIVERBED TRACTS: In the event this kue coven a n\crbed. L.c.ssce is hereby sp«:16ully pntcd the naht of cmmcnt donuin a.nJ condemn.atJon as provtekd form N R.C. Stcbons 
S2.092~S2.09l. u a ~rto(thc consideration m:JY\nc to Lessor for the CO\t:nanu htrtin made by Lc.sscc. 

2!. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This leue sboll be sub)e<IIO all rules and resubrions, and amendments lbereiO, promulpted by lbe CommiSsiOfl<r orlbe 
GcncnJ Land Office cove min& drill in& and producina opcrauons on Pci'TIUncnt free School Land (spccirlcally tncludinaany rulu prornul&atcd that rcla(C: to plans of opc:raoons), pJymcnt of 
royalties, and at.;ditin& proccdwcs, and shall be subject to all other valkt at.atutCJ, Nlu, rt~Ubtions, ordcn and ordU\Inc:CJ thJt JNY affect open lions Wldcr thc provis:ioru or thss ka.se W1thowt 
limiting the gcncn.hty o( the foregoing, Lc.sscc hcrtby agreCJ, by the acc.cpt.Jncc of this leuc. to be boW\d by and subject 10 all statutory and reaulatory provuions rclatiag to lhe Gcncnl Und 
Office's audit billin& notice and .audit hearings procedwcs. Said provisions arc cwnntly (oWld 11 Jl TcAU Adminisuative Code. Chapter 4, and Tcus Natunl ResoW'Ccs Code Secuoru S2.1lS 
and S2.1l7 throuah S2. 140. In the event thiJ lcue covers land franchised or leased or otherwise u.sed by a navication district or by the United Slates for \he purpose: ofnaviaa tion or other purpose 
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1ncldcnt \0 the optDhOn of a pon. then Lc.uct shan noc bt tntltkd co cnttr or possa.s such l!nd wnhoul pnor approval as pnmck:d u:nck:r Stct.on 61 11 7 ofdw: Tu.as Watn Codt, but Lrucc shan 
be tl'lhtkd co de\'tlop such bnd fOf oil and 111 by darttltONI dnthna; provided., however, tJut no surficc dnlhn1 loc-auon nv.y bt nurcr tho 660 feel and Jpeeial pcmUs101 from the 
Conwmnioncr of the GcMr21l..and omcc is necessary 10 make 1ny surfJcc loeabOO neartr th.a.Q 1,160 fete meas\nd at ripe •n&ks from the nc.arUt bulkhead hnc: or from t.hc nurdt ~&td 
bottom cdtc of any channeL shp, or turmnJ basm whJch has btcn tuthoriztd by lhc URittd Sutes u 1 fedtnl projtct for t\nure consD'UCttOn. whtehcvcr &J ntartr 

lJ. RE.\10\'AL O F EQUIPMENT : Upon the termination ofthlS kasc for any uusc. l..uKc shall not. in any event. bt pcm~atd &o rc.mo\c the cucna or any part of lhc: rqwpmcnl from any 
rroducinJ. dry, or abandoned well or welts \Nlthout the written consent or tbc Convnwioncr or the GcnttJI Lind omc:c or hlJ avlhoriud rc.prcscntatiYC, nor shall Luscc, Wt\hout !be wnucn 
conscnc of uKI ConYnissioncr or his 1uthoriz.c:d rrprcscn~ti\·c remove &om chc k:ascd prrmiscs the USU\1 or uy Olhcr eqwpment. materul, machuKry, apphlnc.c.s OJ P")I)Crt)' ovrmcd by l.u.scc 
:anJ wtd b} Lcncc '" the ckvtlopment and production of oil or r•s therefrom until all dry or abandoned v.etls have bc:en plu&&cd and wuil all slush OC' refuse p•U ha\'t been properly filled and all 
t-ro\. en or ducardcd lun'bc.r, machinery. or dcbnJ shall h.a\'c bc:en rc.rrovcd from the prtmiscs Kl UK aadsfaction o(tht uid COfm'IUStOntr Ot htS authonzcd rcpruc:ntatl\'t 

H . FORCE MAJ EURE: Should Lc.sscc be prevented fi-om con"l)tyin& wilh any uprw or ifl1)lied covtnant oftlus tease, from conducltnJ dnlhn& opcnuon.s lhttcon. Ot &om producana 011 
:and t'f 1u: therefrom. after elTon nude in aoocS (auh, by reason ofWJr. rebclhon. nots.. strikes. (lfCJ, )Cts of God Of 1ny order, rWc or rea,ulataon of covcmmcntalaulhonry, then '*h1k 10 prevented, 
Lnu~·s obhs:a110n eo co~ly w11h such covenant shall be suspended upon proper and satisfactory proof presented 10 the ComnuJs10ncr of the: Gencn.l Land Ol'ncc in support or Lcuce's 
contcnnon uwl l.usce shall not be li:abk for dJ.ma&u for f• •lurc to COJT1ll)' t.hcrc...,ith (u.ccpt tn t.hc ncnl of kau opcr1D0nJ suspcnckd u proVMkd tn the rules and reaubuons adopkd by the 
Schcool Land Boatd), and dus lca.K sha11 be utcnded wh1le and so len& u Lessee tJ prevtnted, by any such caun. from dntlina. rcwork•n& opcnoons or producan& 011 and/or JU from the ltued 
l'ftll\JJes. pro\"tded. howevu, that noth•n& herem shall be con~ trued to JUSpcnd the paymcnl of rentals dwin& lhc: primuy or u tendcd tenn. nor 10 abnd&e lcute*s n&ht 10 1 suspensiOn under any 
:apphnble SI.31Ute or this Sute. 

ZS. LEASE SECURITY: Lc.ssec shall take the hl&hcst dclf'n of care and aU proper ufe&uards 10 protect saki premsct and to prevent lhcR of 01~ a:as, and other hydrocarbons procNccd &om 
uld !usc. nus inc: tudes, but u not lirT\Itcd 10. the inst.alb.taon of all nc'c.ssary cqwpmc.nt. aeaiJ, locks. or other appropnate prot«t•ve deVKes on or at all access pomu 11 the lease's production. 
12thcnna and stonae systems where theft of hydrocarbons can occur. l.tssce shall be liable for the loss of any hydrocarbons ruulrina from theft and shill pay the State ofTuas royaltxs thereon 
u pronded herein on all oil, au or other hydrourbons lost by rnJOn of theft. 

26. REDllCTIO~ O F PAYMENTS: If, durin& the: pri~mry tc.nn, a port.an of the land covered by this ka.sc is include-d ""''dun Lhc boundanu oh pooled un1tlhat hu been appJOnd by the 
Sc:hool Und Board '" acconbnce w•th Naftnl Rcsourtcs Code Sec:hOns .S2. IS I·S2.1 SJ. or if, at any lime after the upint.an of the primary 1erm or the utended term. this lease c:ovc11 a lcJScr 
nunt'C r of acm than the toll I amoWlt ducnbcd herein. paymcnu that arc rNde on a pc:r acre buis hcrewtder shall be red~JCC:d aceordi.na to the nwrbcr or acres pooled. rdc.ascd. surrcndc.rt-d. or 
othcNisc SC\"t'n"d. so tNt payments dc.tcnni~ on a per acre buis undcr chc lerms of this k asc durin& \he primary Lmn shall be ukult ted ba.sed upon the number of Jeres ouu1dc t.hc: bouncbncs 
of :a roo led unn. or, if after the u:pin rion of the: primary term. lhc nwnbc.r o(acn:.s aciUilly rctlincd and covtrcd by this kuc. 

27. S l iCCESSORS AND ASSIGNS: The covenants. eond1h0ns and arrccmcnu contained hcre1n shall utcnJ to and be bmd.na upon 1M heirs, uccuton.. admmistntors. suc:ccs.son or 
U$1J1U or Lessee hcrtln 

21. ASTIQ l 'ITIES CODE: In the event that any feature of uchcotoakal or hLStorical interCJt on Pcrma.ncnt School Fund land 11 cntouniC'red dunn& the: actavihu authonzcd by dus kasc. 
Lc.n« Yodlmvnnb.atcly en sc attJY1tic.s and will •mmcd1.1U:Iy ftObfy the General land OffiCe (ATTN. Arc.hacoloJtSI. Asset Mana,cmcnt D1\'is10n., 1700 N Concrus A\fe. Aushn. Ttus 71701) 
and the Tuu Hts:toncal Commi.sJtan (P.O So-. 12276, Austin, TX 71711) JO that adcqtat.c mcasuru may be: ~rtaken to proiC'ct or recover such discovencs or rtnd1np, as appropnatc. l.tuc:c 
IS C\PfCSSiy pbctd on notice or the: National Historiell Preservation Acl or 1966 (PB-19--66. 10 Statute 91S~ 16 us C. A 470) and~ Anttquittt.J Code ofTcAU, Chaplt:f 191, Tu . NIL Code 
A.nn. (Vernon 1993 & Supp 1991) On sutc~wnc:d bnd t'IOt dediutd 10 the Pcrm~nc:nt School Fund. kJKe lhaU not•fy the: Tu.u HuiOnCal Conwnauton before brnhn& JfOUOd at a prGJ«l 
locat.an. An archacolosical survey rruaht be required by the comnussion before c.ons:tructkm o( the project can c.ommcnc.e Funhn, "'lbc t'-'tnt lhat any sue .. obJ«I. locatiOn. amfld Of ochc:r 
(catwe or arc.hacolo&.cal sdmh(IC, tduc.ational. cultunl or hisiOnC ink:I'UI is c.nc:OW\U:rtd dunn& the KtiVJtic.s authonu by llilS kue. IesKe wt11 lfNTIC_diiU:ty nob f)' lc.ssor and &he Tuu 
H1stoncal ConwnlsstOn so 11\atadc.quatc measures may be undcNken to pnxcct CM' recover such di.KO'-'COCS or find1np.. u appropnatc. 

29. VEJ'oiUE: Lc:ssor and ks:Kc., &netudtn& kssec's sutccUOr1 and usipu, hereby avec chat \Ut.te fCM' any dlSpute INEnJ out or a Pf'0\1'\JIOn ofiJns lcue, Y..hcthcr u;prm or •Rl)lkd. rcptd.Jna 
1ntc.rprctauon oflh1s kase, or relat1n1 in any way 10 lhiJ lc.asc or to applicable. c:ax bw, staNtu, or adiniNJtnliw: Nks,sh.aD bt 1ft a coun ofcOif11)CLtnljwudicbOn Dcated .. Tn-.u COW\ry. Sutc 
ofTcus. 

JO. LEASE fl UNG: Pwsu.nt 10 Chope<r 9 or lht Tu. Bus. & Com. Cock,lhu kuc ,...., be filed or ruonl 10 lbc o!foc;c or lht Cowlly Cktk 111 ony COIO!Iy on •ht<h ell or &ny P"rt or lht 
leased prcm.sc:s IS localcd. and ccrtJf.ed copw:s thr:ROfn.u.t be fikd m the: Gtncnl LandOITic:c.. The prucnOcd film.& fcc 1halla~ny the «rtJ(tcd coptc.J sent &o the Gcncr1ll.and OrrKc 
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-·- --- ---------------------------~----------------~~ 

fthc St~tc ofTuu under Lhc sc1l of the Gcnen l U nd Off~c 

STATE O F :TI0&k\6 (CORPORATI ON ACKNOWLEDC~IENT) 

COUNTY OF "-\.z D\ .S'I"-\C) 

BEFOREME, Ihcundersop>cdaulhonry,onlluscby personolly appcarcd ~:>:X\ l .:Xf\M A C H-Al fAt..t:c 

l.no""n to me to be the penon whose name u subscribed co the forcaoin& instrument. u ~ E. ~ 1\. IT of 

( Mf'll .t= eu-s: ~ r:::sQe.R:'!=:t:c "'> .,-,_ 'C:. andackno,.lcdacd oo""' ""' h<mcul<d !he"""' 

for the purposes and COf\SidcrabOn thcrtln uprll!lKd. 111 the CJpiCity Stated. and U the Itt J.nd deed Of Utd totpOntiOft. 

Gl\~n under my hand and seal or offoc:c llus !he \ ~ cby or_-:s,_,_...A.J),.._.,t....,'€~. ------~ 20 D 0 
............. 

e MASHAlA K. CROSS-~ 
Notary Pubtoc. Stale of Texas 

j l.ly Comm,ssron Expires 
J 7-16·2008 

Nowy PubliC Ill and for,_JJ_..E:;,;;..~.._._.,..._ _____ _ 

STATE OF __________ _ (l NDI VIDUAL ACKNOWLEDGMENT) 

COUNTY OF _ ________ __ 

Before nrc. the undcrsip>cd aulhority, on dw cby persooully 1ppcared _________________ __ 

known lOme to be lhc persons whose name.s are subscribed 10 the forcgoinauutrumc:nt., and acknowledged to mt that they executed the 
.same for the pwposcs and consideration therein uprused. 

Given under my hand and sui of office this the, ______ ,cbyof ___________ ~20. ____ . 

6 

FILE N0 . _ __...3~0""2""'3 __ _ 

Nollry Public in and for _ _________ __ 

IJCY PI«MSillh Hrw• • 1 ·~ 
OR US£ Of Til£ Q[SCN:SlJ ,,;,, ·• .. • ~;1, .,.',">! ,It c\l.lllt 
OR RAe£ IS IIIVAl JO Ahilll.o'fi;,. " • f l ,, • t : •• \!. 
~~ 

FILED FOR. II.EcoaD 011 111E __ __:6::.:TH==-_DAY OF_~JUNE=c=.. _______ A.D. 2006 1 : 31 P. H. 

DUL~~RDID ~--____ 7_ TH _____ DAY OF __ JUNE _ _ _______ A.D. 2006 10:00 A. H. 

BY:_ f':X1, V?.i/Q .DEPUTY DIAlfNE 0. FLOREZ, COUNTY CLERK 
( --c;r REEVES COUNTY, TEXAS 
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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 PURSUANTTOTHE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

41412007 
TO 

41412008 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 26 Short Desc: ALL 

PAYMENT RENTAL 
LEASE NUMBER TX2330063_000 LEASE DATE: 4/4/2006 

ENTRY NUMBER: RECORDED: BOOK 734 
FOR CREDIT OF: 

017397 

PAGE 562 

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

IMPORTANT 

3023 

PROSPECT: DIXIE LAND 
COUNTY/PARISH REEVES 

TaxiD: 
Acct: 

$5/AC FOR DELAY RENTAL 

COPY FOR 
YOUR RECORDS 

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

Date Received ____________ ---! 

Subtotal 

BANK SERVICE 
CHARGE$ 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

4051848-8000 

Sign Here---------------; 

BY--------~-------~ 11Uo 

BANK--QF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 

Grand Total 

Check No. 

•• • • • • • •• 

•••• • • • •• • 
• 

•••• . . 
•••• 

••• • • • •• 

STATE IX 

AMOUNT 

3,204.00 

3,204.00 

0.00 

3,204.00 

26995 

26995 

AMOUNT 

$3,204.00 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY FEBRUARY 15, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $3,204.00 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: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 26 Short Desc: ALL 

PAYMENT RENTAL 

LEASE NUMBER TX2330063-000 LEASE DATE: 4/4/2006 
ENTRY NUMBER: 3023 RECORDED: BOOK 734 PAGE 562 

FOR CREDIT OF: 

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

PROSPECT: KING EDWARD 
COUNTY/PARISH REEVES 

Acct: 

$5/AC FOR DELAY RENTAL 

COPY FOR 
1!)-j~/ I /OliR RECORDS 

IMPORTANT 

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

EAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA Cll'Y, OK 73154 

405/848-8000 

• DOLLAR 

... 
MISSIONER OF THE GENERAL LAND 

QffiC.§ OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 
17.00 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

Date Received 

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

DATE 

02/15/.2008 

•• • • • • •• 
• 

•• • • • • •• 
• • ••••• • 

• 
•••• • •••• 
•• • . . ' ••• 

STATE TX 

AMOUNT 

3,204.00 

AMOUNT 

$3,204.00 
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June 23, 2009 

Mr. William A. Chalfan t 
Cha lfa nt Properties Inc. 
P . 0. Box 3 123 
Midland, Texas 79702 

RE: MF-1 06300: Section I 0, Block 45 
MF- l 06308: Section 13, Block 45 
MF- 106309: Section 15, Block 45 
MF-1 063 10: Section 23, Block 45 
MF -1 0631 1: Section 26, Block 45 
MF-1 06312: Section 36, Block 45 
MF- 1 06313: ection 37, Block 45 
MF-1 06314: ection 39, Block 45 
Reeves/Culberson County, Texas 

Dear Mr. Cha lfant: 

L 

Certified Mail # 7007 07 10 0000 5379 5139 

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

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

If yo u have any questions regarding this assess ment you may contact me at 512-4 75-1579 or 
Deborah Cantu at 512-305-8598. 

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

rephen F. Ausrin Building · 1700 orrh Congress Avenue · Ausrin, Texas 78701-1495 

Post Oflice Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

\Vww.glo.stare. tx.us 
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