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APPUCANT 
AGREEMENT 

APPUCANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

Stl!te Lease Number 

M-

July 25, 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 Prooertles Inc 

Address: PO Box 3123 

City: Midland State : TX Zlo: 79702-3123 
(Include +4 Code) 

Teleohone: ( 432 )684-9819 

County(ies): 0 ... W \).o.u,cvyv Survey/Area: PSL s 
(If Applicable) 

Blockf'B;R:l: : 4 S Section/T~ 5 Acres: 
(If Applicable) 

(A) Bonus Amount ($) /../ -g ~ '-±00 · <.?V 
;; 

~ . ~d-t.t ~ ~~t ~ £1.Uj..lhc?u~sm1~\..U:> \J-u.nw1-t s. ~ 
(type/print above) 

(B) Sales Fee Amount ($) '{;).. Q 4, . 0 () 
I 

.So 1~ k' d )\§l.lJ\.<\.,nfi_Jwn blUM._~Y\ ~ ~ 1 ~ 1 a a -
(type/ print aoove) 

This Sales Fee is llf2% of the cash bonus as provided In Section 32.110 of the 
Natural Resources Code as amended. 

------------- ---- ----------------- -------- -- ----- --- --- ------- -----------· 
MGL. NO. 

STATE OF TEXAS 
TAX I.D. # 

SIGNATURE OF 
AGENT 

APPUCANT NAME 

Chalfant Prooerties Ioc 
(same as above) 

(signature) 

Wi lljam A. Chalfaot 
(type/print name) 

BONUS AMOUNT ONLPti\.. 
(QQ .MQ! include sales fe;)V $ 

:;/ f·4 l?/,, 4- 00 no <:90 
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Lease Form 
Revised I 0/99 
Surveyed School Land 

~ustin, mexa% 

OIL A ' D C A LEA E 
NO. ~ 1- 1 06752 

Wl·l ER EA • pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A·D and H, (said Code bemg hereinafter referred to as N.R.C.). and subJeCt to all 
rules and regulations promulgated by the Commissioner o f the General Land Office and/or the School Land Board pttrSuant thereto, and all other applicable statutes and amendments to said 
N.R.C .• 1he followmg area. 1o-wit: 

SECTION 5, BLOC K 45, P BLIC SCII OOL LAND UllVEV, CULUERSO CO T V, TEXAS, CONTA INII G AI'I'ROX Il\IAT ELV 6.10 ACHES, A II OWN ON Til E 
OFFIC IAL l\IAI' OF CULBERSON COU TV, TEXAS NOW ON FILE IN THE TEXA GENERAL LAND OFFIC E, USTI , TEXA , 

was, after bemg duly advcruscd. offered for lease on the 25'• dny or July, 2006, at 10:00 o'clock a. m, by the Commissioner of the General Land Office of the State of Texas and the School land 
Board of 1he Stale of Texas, for the sole and only purpose of prospecting and drilhng for, and producing oil and/or gas thal may be found and produced from the above described orea, and 

WHEREAS, after all bids and remittances which were received up to said lime have been duly considered by the Commissioner of the General Land Office and the School Land Board a1 a 
regular meeting !hereof in the General Land Office, on the 25' ' day or July, 2006, hereinafter the "effective dale" and i1was found and de1ermined 1ha1 C HAL FANT PRO I'Ell TIE INC whose 
address is P.O . BOX 3 123, M ID LAN D, TEXAS 79702-3 123 had offered the highest and best bid for a lease of the area above described and is, lherefore, en1i1led 10 receive a lease !hereon: 

NOW, T HER EFO RE. I, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter someumcs referred 10 as "Lessor," "hose address IS t\ustm, Tc,as, by 
vtnue of 1hc aulhority vested in me and in consideration of the payment by the hereinaficr desognatcd Lessee. the sum of Four ll undred F.ighoy- ix T housand Four Hundred And 00/ tOO 
Dollars ($486,400.00), rece1pt of which is hereby acknowledged and of 1lle royalties, covenants. s1ipulations and conditions contaoncd and hereby agreed to be paod, observed and perfomoed by 
Lessee, do hereby demise, grant, lease and let unto the abo'c mentioned bodder the cxclusovc nght 10 prospecl for, produce and take oil and/or gas from the aforesaid area upon the following 
temlS and conditions, to-wit· 

1. RE ERV A T ION: There is hereby excepted and reserved to Lessor the full use of Ooc propeny co,·cred hereby and all rights wi01 respect 10 the surface and subsurface I hereof for any and 
all purposes cxccpl those grnmed and 10 the extent herein granted to Lessee, 10gethcr wi01 the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of 
exploring for and producing tloc minerals which are not covered. or which nL1Y no I be covered in the rultorc, under the lcm\'i of lhis lease, but wluch may be loca1cd wi1hin 01c surface boundaries 
of the leased area. All of the rights in and 10 1hc leased prenuses retained by Lessor and all of the rights in and 10 I he leased premises gr.nncd 10 Lessee herein shall be exercised in such a manner 
thatneilher shall w1duly interfere wilh Ote opera lions of the other. 

2. TF.R~I Subject to 1hc o1hcr proVISions hereof. 1h1s lease shall be for n 1cnn of lhe (5) )Cars ITomthc effeelive oh le hereof(hcrem called "primary lenn") and as long thereafter as ool or 
gas is produced in paying quamities from saod area 

3. DELA V R ENT AL · If no well is conm>enced on 1he land hereby leased on or before the anniversary dale of tins lease, thos lease shalltcnnmale as to both parties unless Ooe Le>sec on or 
before saod date shall pay or tender to I he Commissioner of 1he General Land Office of tlte Stale of Tc,as at Auslon. Texas. the amowot specofied m the following schedule muhophed by the 
number of acres in 1l1c premises, which sha ll opco-Jte as a rental and co•er the pnvilcgc of dcfcmng the conmJCnccnlCm of a well for 111 eh e ( l l) mon1hs from saod dale In Joke manner and upon 
paymenL~ or tenders of an10u111s set out in the fo llowing schedule. 1he comnJCnccn>em of a wellnL1y be fun her deferred for a Joke period of the same mm1bcr of n10n1hs. 

Anniversary Date Delny Remal Rll.Am 
First $ 5.00 
Second S 5.00 
Tlnrd S25.00 
Founh S25.00 

4. PROD CTION ROYAL T IES: Subject to the pro,is1ons for royally reducuons set ou1111 subparagraph (E) ofOus paragraph 4. upon producuon of ool andor gas. the Lessee agrees to pay 
or cause 10 be paid to the Commissioner of the General Land Office in Ausun. Texas. for the use and bcnefil of the S1a1c of Texas, dunng the le nu hereof: 

(A) O IL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid fonn at the mou1h of 01e well and also all conde1tsale, dislillalc. and other liquod 
hydrocarbons recovered from oil or gas run Otrough a separator or other cquopmcnt, as hereinafter provided. 1/~ part of 1hc gross producuon or 1he m.1rkc1 value !hereof. at 1hc op11on of 1he 
Lessor. such value to be dctcnnined by I) the highest posted price, plus premiwn, if any, offered or paid for ool, condensate, distillate, or other liquid hydrocarbons, respccuvcly, of a like type and 
gravity in the general area where produced and when n m, or 2) I he highestomrkel pnce 01crcof offered or paid 111 the general area where produced and when run, or 3) the gross proceeds of the 
sa le thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed m a plan~ 11 will be run free of cost to Lessor 1hrough an 
adequate oil and gas separator of conventional type or other eqwpnlCnt at least as efficienlto the end that allliquod hydrocarbons recoverable fromlhe gas by such n>eans will be recovered. Upon 
\\ nllen consent of Lessor. t11e requiremcm 01at such gas be run through such a separa1or or other equipn>ent may be waived upon such temlS ond condotions as prcscnbed by Lessor 

(B) NON-PROC ESSED GAS: As a royalty on any gas (including nared gas), which ts defined as all hydrocarbons and gaseous substances not defined as ool m subparagraph (A) above, 
produced from any well on said land (except as provided herein with respect to gas processed in a pia m for the extraction of gasoline, liquid hydrocarbons or oOoer products) 1 /~ pan of the gross 
production or the market value t11creof, a t the op1ion of the Lessor, such value to be based on 01e highest market price paid or offered for gas of comparable quality in the general area where 
produced and when run, or the gross price paid or offered to 01e producer, whichever is grcalcr provided Omt 1hc maximum pressure base in measuring the gas wtdcr 1his lease contrac t shall nol al 
any lime exceed 14.65 pounds per square inch absolute, and the standard base lcmpcrature shall be sixty (60) degrees Fahrenheit, correctiou 10 be m.1de for pressure according to Boyle's Law, 
aud for specific gravity according to tesl madc by 01c Balance Method or by the most approved nlCOiod of tesliug being used by the industry at 01c tinlC of testing. 



(C) PROCESSED GA : As a royalty on any gas processed m 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 t e market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hwtdred percent (I 00%) of the total plant production of residue 
gas attributable to gas produced rom this lease, and on fifty percent (50%) or that percent accruing to Lessee. whichever is the greater, of the total plant production of liquid hydrocarbons, 
attributable to the gas produced m this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, sul>sidiary or affiliate) 0\\11S an 
interest, then the percentage appl cable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third pany processing gas through such plant under a processing 
agreement negotiated at arnlS' !en th (or if there is no such third pany, the highest pereentthen bemg specified in processing agreements or contracts in the mdustry), whichever is the greater. The 
respective royalties on residue ga and on liquid hydrocarbons shall be deterntined by I) the highest market price paid or offered for any gas (or liquid hydrocarl>ons) of comparal>le quality m the 
general area or 2) the gross pnce atd or offered for such rest due gas (or ~te wetghted average gross selling price for the respecuvc grades of liquid hydrocarbons). whtchever is the greater In no 
e,•ent. however. shall the royaltie payable under this para1,'1"3ph be less than ~te royalties which would have been due had the gas not been processed. 

(D) OTH ER PROD UCT : As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (cxceptmg liqutd hydrocarbons) whether sa1d gas be 
"casmghead," "dry" or any o ther as, by fractionating, burning or any o ther processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor. such 
market value to be detern1ined as allows; 

1 market price of each product, during ~te same month in which such product is produced, or 
e gross sale price of each product for the same month in which such products arc produced; whichever is the greater. 

(E) VARIA BLE ROYAL Y: (i) Subject to the other provisions of this lease, it is hereby provided that in ~te evem production m paying quamities is estabhshed pursuant to the temlS of 
this lease and such production is rought 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%, and shall apply to each sutjsequent well drilled and produced on the land covered by this lease. Provided that, ifdurmg such eighteen (18) month tcnn during which Lessee mJy eam a 
reduced royalty rate of20% ash rein provided. Lessee should drill in good faith and complete ~le first well as a dry hole on the land covered by tins lease, Lessee may recel\·e a tltrce (3) month 
extension of the tenn in which to ea m a reduced royalty rate by giving notice to the Conuniss•oncr of the General Land Office, commencing drilling opcrauons on an addiuonal well prior to tlte 
expiration of such three (3) montl period and prosecuting diligently and in good faith ~te dnlling of such additional well and completing same so tltat production m paying quantities is established 
and so that such production is bro glu on line and sales thereof are commenced prior to ~le expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to tlte temJS of ~us lease and such production is brought on line and sales thereof arc commenced after the exp•ration 
of eighteen (18) months from th effective date hereof but prior to the exptration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shalll>e reduced to 
22.5% and shall apply to each su sequcnt well drilled and produced on the land covered by tl1is lease. Provided that, if during such six (6) month tcnn during which Lessee may cam a reduced 
royalty rate of 22.5% as herein rovided, Lessee should drill in good faith and complete t11e fJTSt \\ell as a dry hole on the land covered by this lease, Lessee may receive a ~tree (3) month 
extension of the ternt in which to earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
expiration of such three (3) montl period and prosecuting dtligently and in good faith ~le drilling of such additional well and completing same so that production in paying quantities is established 
and so that such production is bro ght on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

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

(G) RO YALTY I KJN : Notwitltstanding anything contained herein to the comrary, Lessor may, at its option, UI>On not less than 60 days notice to Lessee, require at any time or from 
time to time that payment of al or any royalties accruing to Lessor wtder this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressing, proces ing, transportmg and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations. whether express or implied, wtder tlus lease. 

(H) PLA T FUEL A ~ECYCLED GAS: No royalty shall be payable on any gas as nuy represent this lease's proponionate share of any fuel used to process gas produced herewlder 
in any processing plant Notwi tanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas 
for gas lift purposes on the lease premises after the liquid hydrocarbons contained 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 produce*nd sold or used by Lessee in such manner as to entitle Lessor 10 a royalty !hereon wtder the royalty provisions of this lease. 

( I) M INIMUM ROYAL : During any year after the expiration of the primary tenn of this lease, if~1is lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an amount equal to $5. per acre; otherwise, tltere shalll>e due and payable on or l>cforc Ute last day of tlte momh succeeding the atmivcrsary date of this lease a swn equal to $5.00 per 
acre less the amount of royalties aid during the preceding year. 

(J) 1\IARG INA L PRO D CfiON ROYALTY: Upon Lessee's wriuen application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the nunimum 
royalty set out in subparagraph (I) to extend the economic life of th1s lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction mU>t 
confonn to the requirements of a y School Land Board administrative rules on this subject Royalty may not be reduced below the applicable statutory minirnunt 

5. ROYALTY PA YI\IE T 'D I{EI'ORTS; All royalties not taken in kind shall be patd to the Coirunissioner of tile General Land Office at Austin, fe'"s, in tlte following manner 
Payment of royalty on produc*n of oil and gas shall be as provided in the rules set fonh in the Texas Register. Rules currently provide that royalty on 011 IS due and must be received 111 the 

General Land Office on or bcfor the 5th day of the second momh succeeding ~te momh of production, and royalty on gas is due and must be received in the General Land Office on or before the 
1 5~t day of the second molllh su ceeding the mon~t of production, accompanied by the affidavi t oft he owner, manager or other au~torized a gem, completed in the fornt and nmnner prescribed by 
the General Land Office and sho 'ng tlte gross amount and disposition of all oil and gas produced and the market value of~1e oil and gas. together with a copy of all documents, records or repons 
confirnting 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 
p1pelincs, tanks, or pools and g~ lines or gas storage, and any other rcpons or records which ~te General Land Office may requ1re to verify the gross production, disposition and market value. In 
all cases the autiJOrity of a mana~r or age m to act for the Lessee herein must be filed Ill tl1e General Land Office. Each royalty payment shall be accompanied by a check stub. schedule. summary 
or o ther remittance advice showi~g by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before tltiny (30) days after 
the royalty payment was due, the Lessee owes a penalty of 5•• on the royalty or S25.00. whichever is greater. A royalty payment which is over thiny (30) days late shall accrue a penalty of I Oo/. 
of the royalty due or $25.00 "hi hcver is greater. In addition to a penalty, royalties shall accrue •merest at a rate of 12% per year; such interest will begm accruing when the royalty is sixty (60) 
days overdue. Affidavits and su~poning documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrath·c rule which is effecthc on the 
date when tlte affidavits or suppjming documents were due. The Lessee shall bear all respons ibility for paying or causing royalties to be paid as prescribed l>y the due date provided herein. 
Payment of the delinquency pe•jlty 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 were originally due. The 
above penalty provisiotts shallnf t apply in cases of title dispute as to the State's portion of the royalty or to that portion of d1e royalty in dispute as to fair mark:t value. 

6. (A) RESERVES, CO T~CfS AND OTHER RECOHDS: Lessee shall annually furntsh the Commissioner of the General Land Office wit11 its best possil>le cstinJale of oil and gas 
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with coptcs of all contracts under which gas is sold or processed and all subsequettt agreements and 
amendments to such contracts w thin tltiny (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confide! e by the General Land Office unless othel'\vise authorized by Lessee. All other contracts and records penaining to tlte production, transponauon, sale and 
marketing of the oil and gas pro uced on said premises, including the books and accounts, receipts and discharges of all wells. tanks, pools. meters, and pipelines shall at all limes be sub;ect to 
inspection and examination by ~ 1 Commissioner of the General Land Office, ~te Attorney General, the Governor, or the representative of any of them 

(B) I)RJ LLING RECORDS: Vrittcn notice of all operations on tltis lease shall be submitted to the Conunissioner of the General Land Office by Lessee or opcr.1tor five (5) days before spud 
date, workover, re-enoy, tempo~ry abandomnent or plug and abandonment of any well or wells. Such written notice to ~te General Land Office shall include copies of Rai lroad Commission 
fomJS for application to drill. opies of well tests, completion reports and plugging repons shall be supplied to tlte General Land Office at the time they arc filed wi~t ~te Texas Railroad 
Commission. Lessee shall suppl the General Land Office with any records, memoranda, accowtts, repons, cuttings and cores, or other infonnation relative to the operation of the al>ove-described 
premises, which may be request by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole 
section, from the base of tlte sur ce casing to the total depth of well, of all wells drilled on the above descnbcd premises and shall traJJSmit a true copy of tlte log of each survey on each well to the 
General Land Office within fiftc n (IS) days after the making of said survey. 

2 



(C) PE AL Tl ES: Lessee shall incur :1 penalty whenever repons, documents or o ther materials are not filed m the General Land Office when due The penalty for late filing shall be set by 
the General Land Office admimsrrative rule which is effective on the date when tlte materials were due in the General L1nd Office. 

7. RETAINED AC REAGE: Notwitl•stauding any provis ion of this lease to tlte contrary, after a well producing or capable of producing oil or gas has been completed on the leased premises, 
Lessee shall exercise the diligence of a reasonably prudent operator in dri ll ing such additional well or wells as may be reasonably necessary for the proper development o f the leased premises and 
in markcung the production thcrcon. 

(A) VERTICAL· In the event thts lease is in force and effect two (2) years after the expiration date of the pnrmry or extended tcnn it shall then tcmtinatc as to all of the leased prenuscs, 
EXCEPT (I) 40 acres surrounding each Otl well capable of producing 111 paymg quantittes and 320 acres surrowtding each gas "ell capable ofproducmg m paymg quanuues (includmg a shut-m 
otl or gas well as provided in Paragraph I I hereof), or a "ell upon which Lessee is tlten engaged in continuous drilhng or reworkmg operations, or (2) the number of acres mcluded in a producing 
pooled wtit pursuant to Natural Resources Code Sections 52. I 5 I -52. I 53, or (3) such greater or lesser number of acres as ma) tlten be allocated for producuon purposes to a proration untt for each 
such producing well under the rules and regulations o f the Railroad Comnusston o f Te.as. or an)· successor a gene). or o ther govcmmental authonty having JUnsdtcuon. Wtthtn 90 days of a 
panial tennination of this lease in accordance wnh this subparagraph and upon pa)1ttcnt of the minimum filing fee set by General Land Office rules in effect at the untc of the pantal temlinatton, 
Lessee shall have the right 10 obtain a surfa ce lease for ingress and egress on and across Ote temtinated ponion of the leased premises as may be reasonably necessary for the continued operation of 
the ponions of the lease reno1ining in force and effect. If Lessee fails to apply for a surface lease witlnn the 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commrssioncr has tlte discre tion to grant or deny such application and to set the fee for such surface lease. 

( 13) HO RI ZONTAL: In the event this lease is in force and effect two (2) year.; afler the expiration date of the prim1ry or extended tenn it shall funhcr temlinate as to a ll depths below 100 
feet below the total depth dri lled (here inafter "deeper depths'') in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended 
tenn Lessee pays an amount equal 10 one-half ( J/2) of the bonus originally paid as consideration for this lease (as specified on page I hereof). If such amo unt is paid, this lease shall be in force 
and eftcc1 as 10 such deeper depths, and said temtination shall be delayed for an additional period of two (2) year.; and so long thereafte r as oil or gas is produced m paymg quantities from such 
deeper depOIS covered by this lease. 

(C) ID E T l FICA TION AN D Fl Ll ' G: The surface acreage retamed hcrewtder as to each well shall , as nearly as practical. be 111 the fonn of a square wnh tlte well located tn tlte cemer 
01ereof, or such other shape as may be approved by the School Land Board. Willtin tinny (30) days after pantal temtination of lhts lease as provtdcd herein, Lessee shall execute and record a 
release or releases containing a sa tisfactory legal descrip tion of tlte acreage and/or depths not retained hereunder. The recorded release, or a cenified copy o f same, shall be filed m the General 
Land Office, accompanied by tlte filing fee prescribed by tl1e Generol Land Office rules 111 effect on the date the release 1s filed. If Lessee fails or refuses 10 execute and record such release or 
releases within ninety (90) days after being requested to do so by lite General Land Office, then tl1e Commissioner at his sole discretion nuy des ignate by written instrurnem the acreage and/or 
depOIS to be released herew1dcr and record such instrument at Lessee's expense in tlte cowtty or counties where Ote lease is located and in the official records of the General Land Oflice and such 
designation shall be binding upon Lessee for all purposes. I fat any time afler the effective date of the panial tcmtination provisions hereof, the applicable field rules arc changed or the well or 
wells located thereon are reclassified so that less acreage is tltercafter allocated to said well or wells for production purposes, this lease shall ll1ercu1>0n tenninatc as to all acreage not thereafter 
allocated to satd well or wells for production purposes. 

8. O FF ET WE LLS: I foil and/or gas should be produced in commcretal quantities from a well located on land pnvately owned or on Stale laud leased ala lesser royally, whtch well IS within 
one thousand (1,000) feet of the area included herein, or winch well is drauung the area covered by tlris lease, the Lessee shall. within sixty (60) days after such initial production from the draining 
well or the well located within o ne thousand (1,000) feet from the area CO\'cred by this lease begin in good faith and prosecute diligently the drilling of an offset M ll on the area co,ered by this 
lease, and such offset well shall be drilled to s uch depth as may be necessary 10 prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller shall use all means 
necessary in a good faith effon 10 nuke such offset well produce oil and/or gas in commercial quamities. Only upon the detennination of tlte Conuniss toner and with his wnnen approval, may the 
payment of a compensatory royalty satisfy tl1e obligation 10 drill an offset well or wells requtrcd wtdcr tlus Paragraph. 

9. Dn V IIO L EICESSATION O F I'RO DUCTIO DURING PIU IA IW TEllJ\1 : If, during the prinury tcmt hereof and prior to discovery and production of oil or gas on said land, Lessee 
should drill a dry hole or holes thcreon, or if during the prinury tem1 hereof and after the discovery and ac1u.1l production of oil or gas from the leased premises such production thereof should 
cease from any cause, this lease sh>ll not tenninatc if on or before the expiration of sixty (60) days from dale of completion of said dry hole or cessat ion of production Lessee commences 
additional drill ing or reworking operations thcreon, or pays or tender.; the next atmual delay rental in the same manner as provided in this leose. If. during the last year of lite prinury tenn or 
witltin sixty (60) days prior thereto. a dry hole be completed and abandoned, or the productton of oil or gas should cease for any cause, Lessee's rights shall remain m full force and effect without 
fun her operauons unti l the expirauon of the pnnury tenn. and if Lessee has not resumed production in paymg quanuucs at the expirauon of the prinury tenn. Lessee may maintain th is lease by 
conducung addlllonal dnlling or reworkmg operations pursuant 10 Paragraph 10, usmg the expirauon of the pnmary 1emt as the date of cessation of producuon under Paragraph I 0. Should the 
fir.; I well or any subsequent well drilled on the above descnbcd land be completed as a shut-m otl or gas well "nlnn the pnnury 1enn hereof. Lessee may resume payment of the annual rental in 
the same rmnner as pro,1ded herein on or before the rental paymg date foiiO\\Ing tlte exptrauon ofstxty (60) days from the date of completion of such shut-in oil or gas well and upon the fa ilure 10 
nuke such payntcnt, this lease shall ipso fac to tenninate I fat the exptration ofrhc primary tcmt or any ume thereafter a shut-tn otl or gas well is located on the leased premises payments may be 
nude m accordance with the shut-in provtstons hereof. 

10. CESSAT ION, DRILLING, AND llEWORKI NG : If, after the cxprra tion of the pnnury term, production of oil or gas from the leased premises, aflcr once obtained, should cease from 
any cause, this lease sha ll not tenninate if Lessee commences additional dri lling or reworking operations within s ixty (60) days afte r such cessa tion, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike nutmcr without intcmtptions totaling more than s ixty (60) days. If such drilling or reworking operations result in 
the production of oil or gas, the lease shall re n1.1in in full force and effect for so long as oil or gas is produced from tlte leased premises 111 paymg quantities or payntcnt of shut-in oil or gas well 
royalties or payntcnt of compensa tory royalties is nu de as provided here m or as provided by law. If the drill ing or reworkmg operations result in tltc completion of a well as a dry hole, Ote lease 
will not tenninate if the Lessee commences additional drilling or reworking operations wulnn SLXly (60) days after the comp letion of lite well as a dry hole, and this lease shall re nu m m effect so 
long as Lessee continues drilling or reworkmg operations in good faith and 111 a worknunltke nunncr "nhout tntemrpuoriS totahng more than sixty (60) days. Lessee shall give w'fiucn notice to 
the General Land Office within lhiny (30) days of any cessation ofproducuon 

11. II UT-1 n OYALT I ES: For purposes oftltis paragraph. "well" means any well that has been assigned a \\e ll number by tltc state agency ha\lng Jtmsdtction O\'er the producuon of oil 
and gas. If al any time after the exptration of the pnmary tenn of a lease tltal, wm l bemg shut in. was being numtamed in force and effect, a well capable of producmg oil or gas m paying 
quantities is loca ted on lite leased premises, but oil or gas is not being produced for Jack of suttablc producuon facihues or Jack of a sunablc nurkcl, then Lessee may pay as a shut-m 0 11 or gas 
royally an amount equal to SI 0.00 per acre, but not less than $1,200 a year for each well capable ofproducmg otl or gas 111 paymg q u.1nttttCS To be eftccth-e, each init ial shut-in oil or gas royalty 
tmiSt be paid on or before: (I ) the expiration of the prinury tent~ (2) 60 days after tlte Lessee ceases to produce oil or gas from the leased prenuses, or (3) 6() days after Lessee completes a drilling 
or reworking operation in accordance wi th the lease provisiotiS; whichever date is latest If the shut-in oil or gas royal ty is paid, lite lease shall be coriSidered to be a producing lease and the 
payment shall extend the 1enn of the lease for a period of one year from the end of the prinury 1enn. or from the fir.;t day of the momh following the month in which production ceased, and, after 
that, if no suitable production facilities or suitable market for tlte oil or gas exists, Lessee may extend tltc lease for four more successive periods of one ( I ) year by paying the same amount each 
year on or before the expiratio n of each shut- in year. 

12. COi\II' E SA TORY ROYAL T IES: If, during the period the lease is kept in effect by paymem of the shut-in oil or gas royally, Otl or gas •s sold and deJi,·ercd m paying quanuucs from a 
well located "ithin one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the righ110 continue to maintain 
lite lease by paying tlte shut-in oil or gas royally shall cease, but the lease shall rc1min effective for the remainder of the year for which the royalty has been paid. The Lessee may mamtain the 
lease for four more successive year.; by Lessee paying compensatory royally at tlte royalty rote pro,ided m the lease of the market value of production from the well causing the drainage or which 
is completed in the same producing reservoir and within one thousand (I ,000) feet of tlte leased premises Titc compensatory royally is 10 be paid monthly 10 the Commissioner beginning on or 
before tbe last day of lite month fo llowing tlte month in which the oil or gas is produced from rhe well causing the drainage or that is completed in the same producing reservoir and located within 
one thousand ( I ,000) feet of the leased premises; · if the compensatory royally paid in any I 2-momh period is in an amount less tltan Otc annual shut-in oil or gas royally, Lessee shall pay an 
amount equal to the difference within thin y (JO) days from the end of the 12-momh period; and none of these provisions will relieve Lessee of the obligation o f reasonable development nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the detcmtination of the Conunissioncr, and with the Conunissioner's written approval, tlte payment of 
compensatory royalties sha ll satisfy lite obligation to drill offset wells. Compensatory royalty payments which arc not timely paid will accrue penahy and interest in accordance with Paragraph 5 
of thiS lease. 

3 



13. EXTENSIONS: If. at !he expm111on of !he primary temt of lhtS lease, production of 011 or gas has not been oblamed on !he leased premises bm drilling opera nons are being conducted 
!hereon in good failh and m a good and workmanlike manner. Lessee may, on or before the expiration of the primary tem~ file in the General Land Office wriuen application 10 the Commissioner 
of the General Land Office for a lhtrty (30) day extension ofthts lease, accompanied by paymem of Three Tltousand Dollars ($3,000.00) if this lease covers six hundred fo rty (640) acres or less 
and Stx Thousand Dollars ($6,000.00) if this lease CO\'ers more than stx hundred foriy (640) acres and the Commissioner shall, in wri tin11, extend this lease for a thirty (30) day pcnod from and 
after the expiration of the primary tenn and so long thereafter as oil or gas is produced in paying quantities; provided further, !hat Lessee may, so long as such dri ll ing operations are being 
conducted make like application and paymcm during any thtny (30) day extended period for an additional cxtertSton of thirty (30) days and, upon receipt of such application and paymem. the 
Comrmssioner shall. in writing. again extend this lease so that same shall relll3in m force for such addiuonal llurty (30) day period and so long thereafter as oil or gas rs produced 111 paying 
quanuues, provided. ho\\ever. thatlhts lease shall not be extended for more than a total of three hundred nrnel} (390) da>• fronr and afier the e'piration of the pri1113ry temt unless production m 
paymg quamiues has been oblamed 

14. U E OF WATER; URFACE: Lessee shall ha\e the ngh110 use \\ater produced on satd land necessary for operauons hereunMr and solely upon the leased premiSes, provided, however, 
Lessee shall not use potable water or water sutlable for li\estocl. or trrigation purposes for water flood operauons wtlhoul !he pnor \\-'Tlllcn conscrtl of Lessor. SubJect 10 rlS obligaoon 10 pay 
surface damages, Lessee shall have !he nght 10 use so much of the surface of the land !hat may be reasonably necessary for drilling and operaung wells and tr.msporting and 013rketing the 
producuon therefron~ such use 10 be conducted under condtltons of least uuury to the surface of the land Lessee shall pay surface damages 10 an amoum set by the Gencrnl Land Office fee 
schedule which is effective on the date when the activity requirin~: the paymem of surface damages occurs. 

IS. POLL UT ION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollutton Without limiting the forcgoiug. pollution of coastal 
wellands, natural waterways, rivers and llllpOWtded water shall be prevemcd by the use of containmem facilities sufficient to pre,em sptllage, seepage or growtd water contaminatton. In the event 
of pollution, Lessee shall use all rneattS at its disposal to recapture all escaped hydrocarbons or olher pollulanl and shall be responsible for all damage 10 public and prh·ate properttes 

(A) UPLANDS: Lessee shall bwld and maincun fences around tlS slush. sun1p, and dromnge ptlS and tank ballenes so as to protect livestock against loss, damage or tnJury; and upon 
completton or abandonment of any well or \\ells, Lessee shall fill and le,el all slush ptlS and cellars and completely clean up the drilling sue of all rubbish !hereon 

(8) SUBMERGED LAND : No discharge of soltd waste or garbage shall be allowed mto State waters from any dnlhng or suppon 'essels. production platfo= crew or supply boa~ 
barge. Jack-up rig or other equipment located on the leased area Solid waste shallmclude but shall not be I uni ted to containers, equipment, rubbish, plastic, glass, and any other man-made non· 
btodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platfomtS stating, "Discharge of any solid waste or garbage into Stale Waters from vessels or 
plntfonns is strictly prohibited and nuy subject a State of Texas lease to forfeuure" Such statcntcnl shall be in leuering of at least I" in size. 

(C) RIVERS: To the extent necessary 10 prevent pollutton, the provisions fo und in subsections (a) and (b) of this paragraph shall also apply 10 rivers and riverbeds. 

(D) PE ALTY: Failure to comply with the requirements ofthts pro,·iston nuy result tn the rna~imunt pertalty allowed by law includ10g forfe uure of the lease. Lessee shall be liable for the 
danuges caused by such fatlure and any costs and e'penses incutl"ed 10 cleaning areas affected by the discharged waste. 

16. IDENT IFICATION MA RKERS: Lessee shall erec~ at a diStance not to e'ceed twenl)•-fi,e (25) feet front each well on !he prentises covered by this lease. a legible sign on \\hich shall 
be stated the name of the operator. the lease designation and the \\ell nwnber Where two or more wells on !he same lease or where \\ells on two or more leases are connected 10 the same lank 
baucry, whether by individual flow ltne connections dtreCllO the tank or tanks or by use of a multiple header systc~ each line between each well and such tank or header shall be legibly identified 
at all times, eilher by a rtrmly auached lag or plate or an identirtcauon properly painted on such line at a dislance not to exceed three (3) feet from such lank or header corutcction. Said stgns, tags, 
plates or other identification markers shall be maintained in a legtble condition throughout the tcnn of this lease. 

17. ASSIGNMENTS: Tite lease may be transferred at any ltntc; provided, however, that the liability of the transferer 10 properly discharge tlS obligation under the lease, tncluding properly 
pluggmg abandoned wells. removmg platfonns or pipelines. or remediauon of conlammauon at drill snes shall pass to the t:r:tttSferee upon ~te prior wri tten consenl of the Connnissioner of the 
General Land Office. The Conmussioner may requue the transferee 10 demonstrate fi nancial resporutbilil)· and 1113Y require a bond or other security. All transfers must reference !he lease by !he 
file number and must be recorded in !he county where the area is located. and the recorded transfer or a copy certified 10 by !he Coumy Clerk of the cowny where the transfer tS recorded must be 
filed m !he General Land Office wtlhm mnety (90) days of lite execution date. as pro,1ded'by N R.C Section 52.026, accompanied by !he filrng fee prescnbed by lite General Land Office rules in 
effect on !he date of receipt by the General Land Office of such transfer or certified copy thereof Every transferee shall succeed to all nghts and be subject to all obltgattons. liabilities. and 
pertalues owed 10 !he State by the ongmallessee or any prior trattSferee of the lease, including any ltabtltues 10 the Stale for unpatd royalues. 

18. RELEASES: Lessee nuy relinqmsh the rights granted heretutder 10 the State at any tintc by recording !he relinquishntcnl in the cowtly where this area is situated and filing the recorded 
relinquishment or certified copy of same in ~te General Land Office wtllnn mnety (90) days after its execution accompanied by !he filing fee prescnbed by !he General Land Office rules in effect 
on the date of receipt by !he General Land Office of such relinquishrnem or cenified copy thereof Such relinquishment will not have the effect of releasing Lessee from any liabtlily theretofore 
accrued m favor of lite Sill le 

19. Ll E : In accordance wtlh N R.C Secuon 52.136. the Stale shall have a first hen upon all otl and gas produced from !he area covered by ~tis lease 10 secure paymem of all unpaid royalty 
and other sums of money that may become due under !his lease By acccpt:tnce of lhts lease. Lessee grants the State, m addtuon 10 !he hen pro,1ded by N.R.C Sccuon 52.136 and any olher 
applicable starutory lien. an ex.press contracrunllten on and secunty mterest m all leased nunerals m and extracted from the leased premises, all proceeds" hich may accrue 10 Lessee from !he sale 
of such leased ntinerals, whether such proceeds are held by Lessee or by a llurd party, and all rt.<tures on and tmprovemenlS to !he leased premiSes used in connccuon \\tlh the production or 
processmg of such leased nunerals in order to secure !he payment of all royalues or olher amounts due or 10 become due under this lease and 10 secure payment of any danuges or loss !hat Lessor 
nuy suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied Tltis lien and security interest may be foreclosed with or without court proceedings 
in ~tc nunner provided in !he Title I. Chapter 9 of !he Te,as Busmcss and Conunercc Code. Lessee agrees that lite Conunissioncr nuy requtre Lessee 10 execute and record such instrumentS as 
nuy be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that ~tere are no prior or superior liens arising from and relating 10 Lessee's activities upon the 
above·described property or from Lessee's acqutsition of litis lease Should the Conunissioner at any time detennine that !Ius representauon ts not true. then !he Commrssioncr may declare litis 
lca~c forfeited as provided lteretn 

20. FORFEITURE: If lessee shall fail or refuse to make lite payment of any sum withinthtny (30) days afier tl becornes due. or tf Lessee or an authorized agem should l.nowingly make any 
false return or false repon concemtng produclton or drilling, or tf Lessee shall fail or refuse 10 drill any offset well or wells in good fatlh as requtred by law and t.hc rules and regulauons adopted by 
the Conulltsstonerofthe General Land Office, or tfLessee should fatlto file reportS m the nunner r.qutred by la" or fail to con1ply \\tlh rules and regulations promulgated by the General Land 
Office, !he School Land Board, or the Railroad Commission. or refuse the proper amhority access to !he records penaining to operations. or if Lessee or an authorized age m should knowingly fail 
or refuse 10 give correct infomuuon 10 the proper authonty. or knowmgly fail or refuse 10 furnish !he General Land Office a correct log of any well. or if Lessee shall knowingly violate any of the 
nutenal provisions of !his lease. or if this lease is assigned and the assignntcnt is not r.ted in the General Land Office as reqUired by la\\ , the rights acquired wtder 

thts lease sltall be subJect to forfctlure by the Comnlissioner, and he sltall forfeit same \\hen suffictcntly infom1Cd of the faclS which authorve a forfeuure, and when forfeited !he area shall again 
be subject to lease to !he highest btdder, uttder !he san1C regulattotu controlling the origmal sale of leases. However. nothing herein shall be construed as waiving the aut0013lic tennination of !his 
lease by operation of law or by reason of any special limilation arising hereunder. Forfeitures may be set aside and !his lease and all rights thereunder reinslated before !he rights of anolher 
intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and !he rules and regulations that may be 
adopted relative hereto. 

21. RIVERBED TRACT : In the evem lhtSiease covers a nverbed, Lessee 15 hereby specir.cally gramed the right ofentinent dom.1in and condemnation as provided for m N.R.C. Sections 
52.092-52.093, as a pan of the consideration moving to Lessor for !he covenants herein 013de by Lessee. 

22. APPLICABLE LAWS AND DRILLING RESTRJCTIONS: Tltis lease shall be subject to all rules and regulations, and amendments lltereto, promulgated by ~te Commissioner of !he 
General Land Office governing drilling and producing opernuons on Pennanent Free School Land (specirtcally including any rules promulgated that rela te 10 plans of operations), payment of 
royalucs, and auditing procedures, and shall be subject 10 all other valtd SlalUles, rules, regulations, orders and ordmances !hat nuy affect operauons under !he provistons of !his lease. Without 
linttling the generality of the foregoing, Lessee hereby agrees, by !he acceptance of !his lease, lObe bound by and subject 10 all Slalutory and regulatory provisions relating 10 lite General Land 
Office's audit bill ing notice and audit hearings procedures. Said provisions are cutl"enlly found at 31 Te~<as Adntinistrative Code. Chapter 4. and Texas Nalllr.ll Resources Code Sections 52.135 
and 52.137 through 52. 140. In the evemthis lease covers land franchised or leased or otherwise used by a navigation dis trict or by !he United States for the purpose of navigation or olher purpose 
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mcident to the operation of a pon, then Lessee shall not be entitled to enter or possess such land without prior appnl\'al as provided under Section 61.117 of the Texas Water Code. but U5see shall 
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilhng location may be nearer than 660 feet and special pennission from the 
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged 
bottom edge of any channel, slip, or tuming basin which has been authorized by the United States as a federal project for future construction, whichever is nearer. 

23. REMOVAL OF EQUI P~ I E T: Upon the tennination of this lease for any cause, Lessee shall not, in any event, be pennitted to remove the casing or any pan of the equipment from any 
producing, dry, or abandoned well or wells without the wri tten consent of the Commissioner of tltc General Land Office or Ins authorized representative; nor shall Lessee, without the written 
consent of said Commissioner or Ins authorized representative remove from the leased premises the casing or any other equtpmem. material, maclunery, appliances or propeny owned by Lessee 
and used by Lessee m the development and production of oil or gas therefrom until all dry or abandoned "ells have been plugged and until all slush or refuse pns have been properly filled and all 
broken or dtscarded lumber, machmery. or debris shall have been renlO,·ed from the premises to the satisfaction of the said CommiSSIOner or his authonzed representative. 

24. FORCE i\IAJ E RE: Should Lessee be prevented from complying with any express or 1mphed CO\ enant of tins lease, from conductmg dnlling operations thereon. or from producing oil 
and/or gas therefron~ afier effon made in good fanh, by reason of war, rebellion, nots. strikes, fires, acts of God or any order. rule or regulation of govemmental authonty, then" lule so prevented. 
Lessee's obligation to comply "nh such covenant shall be suspended upon proper and satisfactory proof presented to the ConuntsSioner of the General Land Office in suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure to compl) therewith (except in the event of lease operations suspended as pro\lded in the rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the leased 
premises; provided. however. thntnothing herein shall be constntcd to suspend the payment ofrenta ls during the prin13ry or c~tended tern~ nor to abridge Lessee's nght to a suspension under any 
applicable statute of this State. 

25. LEA E ECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent thefi of 011. gas, and other hydrocarbons produced from 
said lease. TI1is includes, but is 110t limited tO, the installation of all necessary cqutpmem, seals, locks, or other appropriate protective devices on or at all access pomts at the lease's production, 
gathering and storage systems where then of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from then and shall pay the State of Texas royalties thereon 
as provided herein on all oil, gas or other hydrocarbons lost by reason of then. 

26. REO CTIO OF Pi\ VI\ lE TS: If, dunng the print:l ry tcnn, a pon.on of the land co,·ered by this lease IS mcluded withm the boundaries of a pooled w111 that has been appro,ed by the 
School Land Board m accordance with Natural Resources Code Sections 52. 151-52. 153, or if, at any time afier the expiration of the primary temt or the extended tern~ this lease covers a lesser 
number of acres than the total anlOtun described herein, payments that arc nt:lde on a per acre basis hereunder shall be reduced according to the number of acres pooled. released, surrendered, or 
otherwise severed. so that payments detennined on a per acre basis under the ternts of this lease during the primary tcnn shall be calculated based upon the number of acres outside the boundaries 
of a pooled unit, or, if afier the expiration of the primary term, the number of acres actually retained and covered by th1s lease. 

27. SUCCES ORS AND ASSIC 'S: Tite covenants, conditiotts and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators. successors or 
assigns of Lessee herein. 

28. ANTIQU ITIES CODE: In the e'·ent that any feature ofareheological or historical interest on Permanent School Fw1d Land is encountered dunng the acti\'ltiCS authorized by this lease. 
Lessee will immediately cease activities and will unmediately notify the General Land Office {ATI'N. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701) 
and the Texas llistorical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures nt:ly be undenaken to protect or rcco,·er such discovenes or findings, as appropnate. Lessee 
is expressly placed on notice of the Nationalllistoncal Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and t11c Antiquities Code of Texas. Chapter 191, Tex NaL Code 
Ann. (Vemon 1993 & Supp. 1998). On state-owned land not dcdic.1ted to t11e Pern~anent School FWld, lessee shall notify the Te,as Historical Commission before breaking growtd at a project 
location. An archaeologtcal survey might be required by the commission before construction of the project can conunence. Funher, in the event that any site, ObJeet, location, amfact or other 
fenture of archaeological, scientific, educational, cultural or historic interest is cncow11ercd during the activities authorize by this lease, lessee will inmtcdiatcly notify lessor and the Texas 
Historical Commission so that adequate measures nt:ly be w1dcnaken to protect or recover such discoveries or findings, as appropriate. 

29. VEN UE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding 
interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules. shall be m a coun of competent jurisdiction located in Travis County, State 
ofTe.as. 

30. LEA E FILING: Pursu:mt to Chapter 9 of tlte Tex. Bus. & Cmn Code,tlns lease must be tiled of record in t11e office of the Cow11y Clerk m any cowlly 111 "hich all or any pan of the 
leased premises IS located, and centficd copies thereof must be filed in tl1c General Land Office. TI1e prescribed filing fee sl1311 accompan)· the centficd copies sent to the General Land Office 
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3 1. EXECUTIO is 011 and .... s lease must be signed and acknowledged by the Lessee before ilos filed of record on the cowny records and in the Gencrol Land Office of the State of Texas 

tU 
c: 
0 

"' .~ 

~ ~ ~ 
Yl ~~ 
\'\ § 

"' 

LESSEE 

BY: ______________________ __ 

T ITLE: ______________ _ 

DATE: ______________ _ 

IN l\J"'/t ii EREOF, wtmess lhe sogn:uurc of the Conunossooncr of the C.enerol Land Office of the State oi'Texas w1dcr the seal of the Generol Land Oflice 

-ouJ 
C) 

i ' I~~ ~ tU --. ..., CO;\Il\IISSIONER O F THE GENERAL LAND OFFIC E 
OF THE STATE OF TEXAS 

APPROVED 

Contents 
Legal 
DC 
Extc 

STATE OF __________ _ (CO ilPORATION ACKNOWLEDGl\IENT) 

COUNTY OF _ _ ________ __ 

BEFORE ME, lhe wldcrsJgned authority, on tlus day personally oppeared. _______________________ _ 

known to me 10 be lhe person "hose name os subsenbed 10 the foregomg nlStrumen~ as of 

___ and acknowledged to me that he executed lhe same 

for the purposes and consoderouon there m expressed. on the capacoty stated. and as lhc act and deed of said corporotion 

Goven under my hand and seal of office this the ___ _ day of ______________ .. 20 ____ ~ 

Notary Pubhc on and for 

STATE OF ___________ _ (INOIVIDlJAL ACKNOWLEDGi\1 ENT) 

COUNTY OF ___________ _ 

Before me, the Wldcrs1gncd autl10nty, on lhis day personally appeared. ___ _ 

known 10 me 10 be tl1c persons whose names are subscnbed 10 ~1c foregomg mstrumcn~ and acknowledged to me that lhey executed lhc 
same for the purposes and considerotoon lherem e<prcssed. 

GIVen under my hand and seal of office lhis lhe day of , 20 ____ _ 

Notary Pubhc m and for _ ____________ _ 
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September 7, 2006 

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

Dear Mr. Chalfant: 

Thank you for participating in the General Land Office Oi l and Gas Lease Sale held on July 25, 
2006. I am pleased to inform you that Chalfant Properties Inc. was the high bidder on MGL. No. 3, 
which has been assigned the lease number M-1 06752. 

State Lease M-1 06752 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 drill ing , production, and 
related activities. When forms are filed with the Texas Rai lroad 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 

Stcphcn F. •\usrin BUI!din~ • I 700 ;\lonh Corw;rc" t\ vcnuc • \ w,rin, T..:xa' 7S701 1·-19" 

Po~t Orti~..: Box 12871 • \ u~rin, ' Jcxa, 78711 287.3 

512-461 5001 • 800 998 4C LO 



)ate Filed: __ --~,9:.__---'-7_-_&;;.._:~----

Jerry E Patt:;z· Comtm:.swner 

B\ 9 i' ~ -z---~ 7 



WILLIAM A. CH ALFANT, CPL Ofc: ( 432) 684-9819 
Fax: (43 2) 682-2601 

E-mail: bill@chalfantproperties.com 

/ 

( 

\ 

' .. .., 

December 4, 2006 

Mr. Drew Reid 

CHALFANT PROPERTIES, INC. 

1502 NORTH BIG SPRING 

P. 0 . BOX 3 1 23 

MIDLAND, TEXAS 79702-3123 

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

Re : Certified Oil and Gas Leases 

Dear Mr. Reid: 

Enclosed please find certified copies of the following oil and gas leases: 

M-106757V M-106756 [./ 
M- 106762 ./ M-106755 V 
M-106761 V M-106754 V: ( (1 A ,o . 
M-106760v ~.-~0~6~7~~~--~ ~ 
M-106759 M-10 752 
M-106758~ M-106765 
M- 106763 ~ M-106764 V 

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

Sincerely, 

/If! ;7J!d 1 )7/ p 
Kendra Sparks 
KS/moh 
enclosures 

... , .. ) 

•••••• • • • • • • 
Al.~L:s :t= J.RSJ! INDfiP~Dtl'/T LAND MAN OF THE YEAR 1998 - 1999 . . . . . . 



37.4 

l. t•uu For rn 
H.-l~<u 10199 
!\1u HHtl Schoull.:uul 

%lustin, m::exns 

OIL \NU 1.,\ S LF,\~F 

;-/(). ~l - 10b75l 

\VII f: IH·:AS, pur:~~u:aut to tltc Tcull NJtHJ.&I Resources Code Chapter\ .\~. 33, 51, and Ch:aptcr 52. Subt.:hapters \· U anJ 11. (~:uJ ( t~ .. - belli!! hcrcmJilcr ltlcrrc\1 lt' J"i l\ it ( ) .• wLI subJcc:t hl all 
n1les :anJ rcgulatlnn.s promul~atcd by the: <.:onuJUSSIOncr of the Gc:ncr:al L:uu.J Office :md'or the St.IK'IOI l.:and llu:nd pursu;uu thereto. :and .111 l'thcr apphc:~hlc statutes :a.nd .1mcndments to s:ud 
'-: k C , the followm(! .un, to-\\ 11 

SFCTIOI'I S, UI.O('K 45, PUBLIC SCIIOOI. LAND SURVEY, CULUERSON COUI'ITY, TEX,\S, COI'ITM NIN(; ,\l'l'llOX I~ IATEI.Y 6~0 ACitF.S. AS S IIOWN ON TilE 
OFFICI,\ L 1\ IAP O F CULBERSON COUNTY. TEXAS NOW ON FILE IN THE TF.XAS G ENEHAI. LA Nil OFFICE. AUSTIN. TEXAS. 

~.l~ afltr hc:mg duh ild\c ruscd. otfcrc:d fo r Inn on the l S" \la) or Jul), l006. at 10.00 •l'c:lcxk an\. h' the Cnmnussrorttr of the t .cncral L:md Onicc ot the: S1.11C nfTc-,3s and the ~hocltand 
ll<>ord oflhc Slulc ol fc\OS rnr lhc sole and only purpose ofpruspecung >nd dnlhng for. Jnd prt><lucmg Oil Jnd (If g><lhJI """ b< found Jlld proJut<J lrnmlhc >l>o<c dc>cnbcJ ..... ••kl 

\VII EJlEAS. ~fler ;:rll tmh and remlttJncr~ '''u'"h "ere recti\Cd up tC"' S31d tunc h:wc been t.luly connJercd h~ the ton umsqoacr flt the t.cnrr~l Land Office and the School I :and lloard :u a 
ICguiOI OIC.'cllng ll~rcnrm lhc Gencl'211 •nd Office. on lhc zs" d•> or J uly, 2006, herc•n•Ocr lhc "cfftrii\'C d31c" >nd 11 \\JS rnwld 311\J delcmuncd lhJI ( IIAI.I'A T I'ROI'ER I'IES IN(' "hose 
•dd!CSS " P.O. nox J 123. o\11 01 .,\ Nil. T EXAS 79701-J 123 had offered I he hlghe51 and bcsl bad"". lnsc or lhc .... >bo<c dcscnbcu •nd" li~ldUrc cnllllcd ,,, rc<OI\'C 3 lea<< lhcoeon 

'0\\ , T IIEil EFURE. I. Jem f l'3tluson. Connmssu.mcr of the Cicner3ll3nd Otlicc oftlse St31C oflt·u s hcrcmo~ltcr <otnrlunt< rc:fcncd ton ''I e<\nr. ''ho,;c JJJrcs< lS <\u.._c;un True;, h) 
\'ln ue of the authflnl\ 'ested m me :and m runs1dcr.ltton of the pl\11)ttll t,.. the he re1naflcr dcJI¥J1Jicd Lc:roscr. 1he c;um 01 F'nur fl uncJrrtl F:il:hl\·'h Thnus:uul Ft~ur lluntJrfd AmJ 00/ 100 
IJollu~ (S486,-'00.00), rcct1pt of ''Inch IS hc:rdw :ad..ltO\\Itdgl.!d 3n4.J or the rn).llttes. CO\tn:ant.S s11pu l:auons Jlld rnndutons lCUIIJUI\:ll JnJ hcrcb~ :a~rced to be p:at\.1, ubsel"\ed o~nJ 1~rfnnncJ b' 
I C"CC', df• herebY denuse. gram, lt~'it ;:rnd let UlltU the Jbo\C' mc:UIIOned b1dder lht" c\ciUSIVC' n~ht tl' prmpcct for. prnduc.c Jl\\.1 IJ~e Oil ~nJ. tU t:J) from lhe JIOrC~~IcJ :lfCJ UJlOII the (oiiO\\ lilt( 

h.mh anJ condtll\ln' lo-\\ 11 

I KES EU\'ATION I here'" htrch-.. e\CC:('Ited amJ resen·ed to Lessor the full use of tht rropeny cmered hcrc:h' an4.J Jll n;:ht\ '' nh Jc,pcclll , tht \urfJce JtH.I suhsurfa,·r rhertnl lm Jn~ :~nd 
all JWfl}OSl'S C.\t.:l.'pt thm.c gnutcd Jlld h) the t'ttent here m granted In Lessee, IUt(tlhcr .... Uh the nc;hls ot utgress and C~fnlli Jlki use Il l -..aiJ IJm.J .. b..- LCS'loOr :un.l liS IIUIICf.llle'iSCC'I;;, re., lHli'J)O~C.S o( 

t\pl~lnng for and ptndt~t..mg the nuntrJ I~ wh1ch J re not covered. or winch ma~ ""' tk: c"'crcd m the futwc. under the llOUS ul tlu.lc .. sc. but \\lut.h m.:a> be lm.;ueJ \\llhwthc surfJlC bnundJnes 
nfthc k.~sed ;~reJ All of the n~hts m and to the leased prem1scs ret.ained b~ l eunr :mJ all of the nghts m and tu the IC'J\\.·J pr .. ml\e' ¥' ·•utt·d tn Lc,'\CC here m ,.hall he c'crc'ISed 111 )Ulh J IIUilllcr 
tliJIIItllher ~hallwKtul) mlerrc rc \\llh the upt:1011IOII\ of the other 

2 ' I f:lt;\1 SuhJnl w the uthcr prml)ttlll\ ht.•reuf. tlu., lt.ii)C <hall be fllf .:a tt.nn uf fi,t (S) )f'US lltJIIIIhc efrt:tll\f.. JJil" huc•ll thuc111 'JlkJ .. ,,tHIUI' ttlllf') .1nJ _., k111g lhc:rt.•JIICf J ) cui hr 
)tJ) h pruduteJ 111 PJ ' mg qtummcs fr,un s;tld . .urJ 

~ IJI::t.A ' ltE T Al...S If no '' ell1s cn&lut'Ciktd fin the: lo~nd hereb\ lused 011 or be fort the 3TUU\tft;Jry dJte ~,( tlu l lc: .. \C lht\ lt::hc -..halltenannJtr 1\ to 1hlth f'.lr11.:' w•lcss the I cssec '' " '", 
hdule c;::ud cLue slull pa~ or h!llliCr tu the CoiiUHIIIOSIOner Ol the Genrra1 Land Offite of the StJtC ur TnJS Jt \l1.\hn. 1 e\J~ thl .unuuul 'IX:l.llit:J m the tolln\\ IIHl. )lhCJule muluphtd b'w the 
mnnhtr of acres 111 the prenllses, \\luch shJII opcrJtc Jt; J rental ami eo, er tht pnule:~e tl( dcfc:mng I he commtlh.ell'lt:lll ul J \\clllur l\\ th ~ ( IZ) 111uruh~ I mm :!!.JU.I dJtt In llkt IUJtUtcr .:and up,,n 
pa lll'lt:lll ' m tcnd<"r) uf Jl1k"'IWll5 <et o ut 1n the followlnK schet.Julc, the comnltllt'Ctnent of :a wctl rll.lv be lurdu:r dercn~d :or;~ ~~~~ rcn1hl•1l rile s.u1w: m111~1C:r nl111unth\ 

~ltrnrv OJ!c pe!n Rcr!la! ocr Aqc 
hrs1 S S 00 
~econd S > 00 
I huJ 
l·owlh 

nsocl 
\1S (~I 

" rrHlOUCTION ROYAL T IES SubJeCIIn !he pro\"151011.S for ffi\3IIY rcduchons $Cl out In 'uhp:arJ~r.tph CEJ Ulllll\ Jl3r.t.etUJ1h .J 11Jl' 111 prodtt(lt(ln nfntl :mJ or ~J~ d.c l.e,o;:ee J~fth let rJ \ 
tJilJlbt IU ~c f'JI\1 hJ the ( onvm~ .. u-ucr of lht• (jli1C'121 Land om..:c 111 ,\U)(III, re:\JS. for lhc use :and benefit ollhc SIJh.: uf Te-...ts ~UJ111~ lhl h:nn hl:ll:UI 

t,\ ) OJL As :a royally 011 otl. winch " defined as mcludmg all h)-droc:ubcuu produced 111 3 hqwd fonn Jl the nll)ulh t'f the ''eH ani.! :also 0111 c:ondcnSJte. J1sttll~tc , :and o ther hqtud 
hviJrUC.Itbuns leCO\Crcd lf'\Ull Oil o r g3S f\111 lhrough 3 SCpl~tm or Other eqmpment, JS hcrcu~fler prO\It.lCd, 1/4 J1Jil u( the ~:rt>)< J'IH1c.IUctiOU 01 the 111.arlct \ i:alue thereof. Ollthe Ofllt<Hl Of the 
I es~or such value hl be dcrcmunc:d bv I) the lushest posred pnce. plus prerruum. r( :.uy, offered or pa1d for oal, c·mJcn):tlt, th~IIIIJte or other h~u1d hyJrClCarNm\, rtspccll\cly. ufa hkt t\"pC Jn,t 
t,tJ \' IIY mlhc ~encrJI areJ "here produced :anJ when run. or 2) the ht}:!hcst mMket pncc thercof offercJ or p;ud m the gener.1l arcJ ''here produced 3ud .... he:n run. or)) 'he gros~ prncctlls o lthe 
~:. le !hereof. wh1chc\er 1t; 1he ~cater Lessee agrees thal Ucforc any ~.a s produced from the loand hcrcb:o- le.a~cJ 1~ 'ulh.!, 05e,l nr prnt.t,Scll m a pl:uu. 11 w1ll be Hilt tree oft Mi lD Lessor thlllugh Jn 
:~t.lc"lUJit o tl :md gac; scpar.ttor o f ronvenllonal type or other equ1pmcnt at leas1 as effit'ICntlo I he end !hat all hquHJ h\'drocarbon~ re eo' cr..~hlc from I he r:as hy sudt means w11l be rec••Hrrd l1pun 
\\llllen c{lnscm of I e ~:s<1r chc rcq111rcmen1 that sulh xas be: run chrouKh 'iuch :1 scpJr;a!ur N othtr et.JU1pmcll111'U) be \\JI\ed upon ~udt tCII•l'l JnJ umdnmuc; as prcscnh~d h) Lessor 

nl) NO~·I'ROCESSED G AS ,\<:a rtl).llt) on 3ny ga.) (mclullms fl3rtd aas). \\ohlch I~ defined"" :Ill h) Jw, .• ubons and ~J)COUS suh .. UncC' t; nOI defined JS Ollln c;ubpan~"l'aph (.\) abt)\(. 
rroduccd from""> \\ell on sold l>nd (C\cer• os proVldcd he rem" 11h respcc110 ¥>5 rroccsscd m • plou1 for 1hc uu•cuon of guohue, hqwd hvdruc31bons or olher rruJU<IS} 1/~ p>n of the b~O$S 
producuon or UIC m:u1<<1 ,-.luc thereof. •• the opuon of lhc wsor. such <·ohiC eo bc bosed on lhc hrghcSI nurlel pncc r••d or offered for s•s of enn~•,..blt quo hi\· m 1hc gcnerol •••• "here 
produt'tJ and ¥.hen nul, or the gross pncc pa1d or o ffered to the producer, wh1Chc\cr lS grcaler pro\"ldcd tiL.tt the muamwn pressure b~sc: m mca.)unnJlhc J1S undcT dm lusc COI!ft:ac t s~ll not at 
Jn\ ''""' c.cccd 14 6S pound.• per squorc 111<.h obsolucc. •nd lhc si.On<brd bosc IO!T'4>0r>lure shall bc SIAI) (60) <k~'Tecs FohrcolhcoL ,onccunn In be nude for pru•ure 3ccordmg eo llo<le'< uw. 
•nd fur >reel foe ID"' ny accordmg 10 ItS I m:ldc by lhc ll3lance 1\lelhod or b) I he mosl oppro<ed melhnd or IUilng bcmg U5<d by 11-< mduslrv 31 thc lllllC: or leSUII~ 

A ,..~~·mrn cnpy 
IF IT eEARS T~ 'lf.AL 0 . ,()U, rY C.~~}( , 

An'"'lT ..,.-.., ( ) JC ~"? 1£ /Jr;l(., (c/ 

® l ClERK 
u ~ COUr.u r, ,.. S 

a/lwJJ LCt .d. . ~ DEPUTY 
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(C) PROCESSED GAS: As a roy>lty on any gas processed 111 a gasoline pi> Ill or other plan! for I he r~covery of gasohne or other hqu1d hydrocarbons. ill p•n of thc rcs1due gas and the 
hqu1d hydrocarb01u exuacled or the markcl volue thereof. all he option of lhc Lessor All roya hics due hcrem sh>ll be b>sed on one hwtdred pere<nt ( I 00%) of the 101al pl•nt producuon of rurdue 
g:u aunbutable to g:as produced from th1s luse. :and on fit\y ptrcent (SO•.) or ch:u pcrccm ucrwng to Lessee, ""h1chevcr IS the grcJtcr. of tl~ cot :a I pl:uu production nf hqu1d hydrocarbons. 
:aunbut:ablc to the g:as produced from tins lease. proVIded th<~t 1f hqued h)drocarbons are rcco\cred from g:as processed m:. pl:u11 n1 wh1ch I cssec (or ats p;ucnl, subs1d1:ary or affih.Jtc) owns :an 
Interest. then the percentage applicable IO hqurd hydrocarbons sh>ll bc foR y percent (SQ</,) or the h1ghut percent accrurng to a thud pany processrng g>S through snch piJnt url<icr • processrn~ 
J~1ccmcnt ncgollatcd at anns' length (or tfthcrc 1s no such clurd p:tny, the lughcst ~rccntthcn bcmg spcc1ticc.l m proccssmg avccmcnlS or comr-.acls m the uuhL~IT') ). '' lnchc\Cr IS the greo~ter The 
rt,ptCtl\t tO)'lltltS 011 rts1due gJs and on hlJuld h}drocJJbons sh.tll he delrmuned hy l) the highest market pnce p:atd or offered l<'lr 311) N3S Cor hqUid hhhtl\;Jtbons) uft.:onlJa.ahle ~ualtty nt thc 
~em.:r.tl :.1rca or lithe ¥ross pncc pau.1 or offered for such restdue gu (or 1hc ''etghted l'eragc gross selhng pnce fnr the respecu'c grades ofh~u tll hHiroc:uhcms), ''"lm.:hc,er ts the ~'Tcatcr lnnn 
c\cllt. l.o".c"er. ~h:.llthe rorolluc-. p3\0Jblc under tluo; p::uagr.llph be less than the royo~lucs '' h1ch ":-Juld ha' c been due h3d the gas nut been proce~seJ 

(0) OTII ER l'llOOITTS: '''a m~alt) nn carbon black. <ulphur m an) other products produe<d ur uunufacturcd from ~as (c"cplln~ h~111J hyJrocorl~msl "helher <a1d gas be 
., Jsntghe3d." "dry" or 311) other gas. by fr;u:uonatmg. bumm~ or 311) other proccssmg . .!.!:! part of gross production of such prodm.:.t~. ur the nur~ct \'J iuc thereof. at the upuun of I cs~or. such 
m:ul..et \ aluc to be dctcmuncd as foliO '-' ~ 

( I) On the hosrs o f the hr~hest market pnce of e>ch produ<·~ dunng the some: rnomlr Ill wh1ch such product rs produced. or 
l~) (Jn the bas1s of the avemge gross sale pnce of each prodth.:l for the same mon1h 111 wh1ch such product.~t arc produced. \\hu.:hc,cr IS the brrcaler 

(E) VA RIABLE ROYALTY: (1) Subject to the other prO\ISinn.S of llus lease. 11 rs hereby pro•·1ded !hot rn the event production rn payrng quantitieS rs est>bhshed pursu>nt to the terms 01 
tins 1~3SC: ond surh pro•Juct10n 15 bro•t~ht 0 11 line: and sales thereof arc conuncnced wultln e1ghteen ( 18) mo nths of the effectil"e dale hereof, thc royally rote prov1dcd hemn sh>ll be reduced to 
20~ •. !\Od shall apply to euch subsequcm wc1J drilled and produced on the land covered by th1s lc:~se 11 rcwu.tcd that. tf dunng such c1ghteen ( 18) month term dunn~ wh1ch Lc,sce nuy ean1 ::. 
reduced royalty rOJtc of 2001. JS herein prov1dcd. Lessee should dnll in good fauh ;md cnmplete the first well as a dry hole on the: land covcrcJ by tlus lc;:ase. Lessee: m:.ty receiVe a three (3) month 
c>.tcns1on of the tenn in whtch to cam J reduced royalty rate by g1v111K nouce to the Commissioner of the General Land Office, commcncmg dnlhn¥ opcrauons on :m additiOnal well prior to the 
e'<pltatlon of such three CJ) monlh penod and prosecuting dlliKtlll l) 3nd m good faith the dnlling of such addnaonal wc!IOJnd completing same: ~o that produruonm paymg quanU11es IS established 
and so that such prodw.:~ aon as brought on hne: and ules thereof arc commenced pnor 10 the cxparation of such three (3) monrh e~tcnsaon pcnoU 

(11) In the event producllon 111 pa) ang quantlttcs IS established pursu.1m to the temLS of th1s lease and such productton IS brought on I me Jud s::a les thereof arc cnnunc:nccd after the expuauon 
of c1ghteen C 18) 1nonths from the effective date ln:rco f but pnor to the expil'3tion of lwenty~ four (24) 1110nths from the cfTecfl\'e d11C: hereof. I he royah\' r:ue prO''Idtd he t em sh:~ll be reduced to 
22 S'lo and shall apply 10 cach subsequent well drilled and produced on the l>nd covered by thiS l<>se Pro,1ded that. if during such SIX (6) month 1cm1 dunn~ whrch Lcssee may cam a reduced 
royalty rate of 22 5 ~~ •s herern provrded. Lessee should dnll rn good fa11h and cornplete the first well as a dry hole on the l>nd covered by llus lease. Lessee may rcceove a duce (3) monlh 
exrens1on of rhe tenu m whtch 10 cam a reduced royalty rale by giving notice to the Comznissaoner of the General Land Office, commencing dnlhng operation" on an addiraonal well pnor to the 
e.p1ra1ron of such three (J) month penod and prosecutnrg diligently and in good f>Uh thc drilhng of SU<:h >ddU1onol well and conrplelrng some: so thot produclrorr 111 poyrng quon111res rs csublished 
and sn that such producuonas brought on hue and sales thereof arc conuncnced prior to the e'\plrallon of such three (J) momh extcn."on pc nod 

(F) NO DEDUCTI ON~: Lessee a~rccsthat •11 roy>lt1es accrutn~ 10 Lessor w1der lhrs leose shall be 1111hout dcJuctlon lor the cost ofpr ndnn ng. lr>nsponmg. ond otherwiSe nukrng the or I. 
gas and other products produced hereunder ready for sale or US<" 

(C) ROYA L.. TY IN Kl 0 : Notwrthsundtng anytlung conuoned hereon 10 tlle contrary, Lessor nuy. at liS opuon. upon not less lh>n 60 d>ys riQIICC to Lessee. reqUire at any umc or from 
ume eo tmlt thJt payment o f all or any rov3lucs accrumg to Lessor under thts I use be made m kmd ' ' 11hou1 deducuon for the cost or producmg. ~athcnng. sronng, separ.atmg, tre'aung, 
lleh)dr3ttng, corrq.ucssmg, proccssmg. cnnsponmg and otherw1se makaug the 011. gas and other products produced hercw\der ready for sale or u.'c Lessor', nl!ht to t.akc Its rovalty m kmd shall no1 
dmumsh or ncg:ue Lessor's nghts or Lessee's oblig:1Uons. "het her express or mlJhrJ, wlder thiS lease 

(11) PLANT F El. AN D REC YCLED GAS: No royohy shall be poyable on any gas os m>y repre.sc:nt thiS lease"s propon1on>te shore of any fuel used to process gas produced hereunder 
1n an) processan~ planl Notwnhstandmg anY1hu\g con tamed here m to the contrary. and subjeCt 10 the consent m'' nung o r the Comnuss1oncr of the GeneTOll L~md Offic:e. Lessee m.1y recycle ga.s 
for Jai hfl purposes on the leased premises aOer the liqwd h)drOC31bons contaancd m the gas have been renlO,·ed, ;and no roy:alues stull be pay:able on the gJs so recycled unttl such lime as the 
) anK' 111.1v thereaOer be produced 3nd sold or wed b)' Less« m such nLlnncr as to cnutlc Lessor to a royally 1hcrenn under the ro}alt) pro,,smns of tins lea~ 

(I) J\ IIN I~1UI\1 ROYALTY: Dunug any )'e:lr a tier the e"'parauon of the pnm.uy 1enn oftlus lease. 1fth1s lc:~~c- 1s Ol.1111t3med by producllon. the rnyalt1es patd t<'l Lessor m no e"ent shall be 
les' than :u1 amount equal to SS.OO per acre. otherwast" . there shall he due Jnd payo1hle on or before the 135t <by of the- mcnuh succcedmg the anm,cr.;ary l.btc oftlus leJse a sum cqualtn SS 00 per 
Jcrc less the amoun1 of royalttes pa1d dunng the preccdmg year 

(.1) MARGINAL I'ROOUCTION ROYALTY: l 1ponl.essce·s 11nttcn opplrcouun. the S<hool Land Ooord uuy reduce the ro)ohy rote set out 111 tlus paragroph and'or thc minrmum 
ro)ally set out 111 subpar3graph .a (1) to extend the economtc hfe of th1s lease :md encourage recovery of 011 or gas that nnght o1hcrw1sc rco\3111 unrecovered Anv such royally reducuon must 
c.:,,nfonn to the rcquucrncms of 311) ' Srhool Lond noard admm1stra11"e ndes on tlus subject Royalty m.1y not be reduced bc:IO\\ !he allpllcablc Sl3tutory mu\111\UIIt 

~. ROYALT Y I' A YM ENTS AN O REI'OitTS All rovalucs nol t>I.CIIIIII.md sh>ll be p31d tu the Conumssroner of the GcnerJI Land Omcc ot Ausun. Tc\OS. "'the follnwmg nL1nner 
P.l) ment or royally on produc11on of oil and ~as shall be as provided m the n1lc:s set fonh in the Te~as Regastcr Rules currentlv prO\'ldt that ro~alty un 011 IS due and mu!H he rccet\'ed m the 

t tt'ncral Land Office on or before I he Sth d3\' of the second month succecdmg the month of production, and royJity on gas ts dut :and must be- rccet\'Cd 11\ the General I.Jnd Orticc nn or before the 
I Slh day of the second mcuuh suc~.:eeding the 100nth or product ton, accompanied by the affidavit of the Q\\11CT. nunagcr or other authonzcd ;:agent, completed m I he fom\ and manner prcscnbc:d by 
th( ( i("ntral l.:md Offict and show;ng the gross ;unount and d1sposiuon of all olland ga!( produced and the rt\.lrket value of the 01l and gas. to~ether wuh a copy nf31l documents. record.s or reports 
cnnlim1mg rhe gross producuon, disposillon and. nurkct value mcludmg g3s meter rt.:~dmgs. ptpehnc rccctpts , g;:as lint recc1pts and orher chec-ks nr n1C'morand3 of ;unount produced 3nd put 1n1o 
p1pl'lmcs. ranks, m pools Jnd K3S hncs or ~as storage, and :my other repons or records which the General L.1nd Oflice may rcquue to vcnf)' I he gross producuon. d•spos111on ~nd m.oarkcl \'3lue In 
:~ 11 CiiSC' the authonty of~ ananagcr or agent to :~et for 1he Ltssee here m must be filed an the Genenl Und Office Each roy;:alty )'13 ymcnt sh:;~ll he accontp~n1cU b)• a check 5tub. schedule, SWMUry 

nr other remitt:ance ad\'ICe showmK by the asSilCiled General Laud Office lc:ase numbe1 the OJnlOunt of r0) 3Ity bemg pa1d on each lea ~e If Lessee pays h1s rovalty on or before tlunv (JO) days an er 
the royally p3)1llent w•s due. then LeS$ee owes ~ pen~hy of 5', on the royalty or S2S 00. wlnd1ever is greater A roy>l ty payment" hi<h IS over 1hiny (30) d>ys laic sh>ll occruc a penalty of 10~~ 
nf the royalty due or S2.S 00 whachc\'Cr 15 Kre:uer In addttion to a penalty. royaltieS shall ;:accrue antercst at a rate of I 2~. per year: such mtcrcsc w1ll beg m accnung when the roy;~lry 15 six ry (60) 
J.~ ys 1,)\'Crdue. Aflida\tb and supponmg documems whach are not filed \\hen due shalltncur 3 penalty m .111 3mount set by the General L:tm.l Orrice ;~dnumstrall \ e n1le \\luch 15 tffecU\C on the 
JJtc when the '3ffidavus or supponm~ documents were tJue The Lessee sh311 bear :all responsibility for paymg or c;:au.smg roy:tllles to be pa1d 35 prcscnbcd by the due d:ue provtded here m 
P:~yn1Cnt of tlw: dtliuquenq penJity shall an no ''ay operate to prolubtt the Stare's nght of forfe1twe 35 prO\'Ided b) law nor act to postpOne the date on "h1ch royalties were origm:ally due TI1c 
Jbo\ c: rcuahy pro'1SIOI\.S lih.tll not Jpply 111 cases of tUie di5plUC ;as to the State's por11011 of the royalry or eo th;11 portion of the royah)' m dt!ipule 3S to f:ur rn.11 l.. .. •1 v3luc 

6. (A) RESERVES. COI'ITR-\CTS A I) OTII ER RECOIIDS: Lessee shollarrnuJIIy fumrsh the ConuruSSIOrrcr ofthc Gencroll.and Offie< wuh liS best po<Sible estnnole ufo•i•nd gas 
lt~rn·cs undcrlymg th1s tu se: or a11oc:ablc eo tins tc:ase and shall lunush sa1d C"omnnss1oner '' 1th cop1cs of illl conrncts under wh1ch gas IS sold cu processed and iilt subsequent agreen'ICnts ;nd 
Jmenc.lmcnts to 'uch contracts'"' Hhm tlurty (10) davs afler entenng into or n'13kmg such contracts. agreements or amendrncnts Such contr:acts and agreements \.\hen receiVed by I he General land 
Oll'ice )hall be held m eonfidcnct by the General L:and Office unless othef'\'ISC Juthonzed by Lessee All other conrracts and recorc.ls pcrtannng to the producuon, uansporu11on. sale and 
rnar~clln~ of the 011 and ~3.S produceU nn 531d prcm1ses. inc1udmg the books and 3CCounts, receapts 2nd disch1rge5 o f all "ells. tanks. pools. mccers anJ papehnes shall a1 all tunc:~ be: $UbjeC:l tn 
nupecuon ;md e'O:ai'T\anauon by the CorMusstoner of the Gener:all and Offict. the Anomey Uener'31, the <ioHmor, or the reprcscntJIIVC nf ;my of them 

Ill) DIULLING llECO ROS: Wnuen notice of all operations on thiS leasc shall be subrruned to the Comrruss1oner of the General Land Office by Lessee or opc12tor five (5) days before spud 
dale. "-Orko"er. re ·tntry. temporary ;abandonment or plug and 3bandonmcnt of any "ell or "ells. Such wnnen noucc to the General Land Office shall mclude copies of R;ulroad Comm1$sion 
fom~ for application to dnll Cop1es of well tests. completion repons and pluggong repons shall bc supplred to thc Genenl L>nd Office al the ume they >rc filed wuh the Te.as R»lroad 
Comnussion. Lessee shall supply the Generall.and Office with any records. memoranda. accounts. rcpons. cunings and cores. or other mfOrmliiOn rclat l\e to tllC opcrarion of I he obove·dcscnbcd 
prenuscs. which moy be requested by tl\e Genenl Land omee. in additiOn to those hen:ln expressly provrded ror Lessee sholl hove >n clcctricolandor ndloactwity survey rnode on the bore· hole 
section. frorn thc base of !he surfoce cosing 10 the lol.al depth of well. of oil wells dnlled on the obove des<nbcd prenuscs and sholl lronsrnu a true {Opy of the log of each survey on each well to the 
General Land Office wuhin fiRe en (I 5) d>ys aRerthe rnokmg of S»d surYey 
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(Cl PENALT I ES: LC'ssct Sh)lllntur a pcnahy \\hcnc~oer reports, documents or other n1atcnals arc not fi1cd 111 the General tand Office "hen due rhc pcnlhy lm l.atc lihn" shall be set b' 
the Gencr.all.and Office adnumstnu~o·c rule \\Inch is dTccti\'C un thr ~tc: ''hen the matcn~ls \\Ctc due m the Gt'nen1 Land Office 

7. llETA INEO AC RE .. \GE: Notv-.uhsundmg any prO\'I>IUII of tlus In se to the contnry, after a "ell rroJuunM or C3pablc of prol.lut111g 011 vr ":b ha> been cuu~ktrd t'n the: lc:ucd prciUI(it:~. 
I cSSC'l' shJII c'crclsc the dtltgcncc o t .a acasonabl\ prudent opcrJtor 111 4.Jrllhng l'IICh adtlluonal \\ell or well .. ~) IH.l \ bt rcasunabl~ IICCc~~.lf\· lc.1r the proper de' clop me m or the leased llH'IIUSC) and 
111 11\Jr~cung the producuou thc:rcon 

( t\ ) \ 'EitTI C,\ L In the CVC:I\1 tlm ICJSC IS 111 force :mJ cnel:t h\0 (1) >C31'\ illlcr the CXJllriliiOil date of the pnm,U) or e\ICtldcd h.:nnll ~hall then lt'nntiiJit.' JS 10 JJI Ul the lea:.cd prcnuse~. 
I~X("EPT t 1) ~0 acre,) Junoundmg each 011 \VCII c:~pJhle of producl!l~ 111 pJVIIl~ quantitieS and J20 :acres swrotmJrng each ~JS well c:apo~blc of l)hJducm~ m Jl:IYIII~ quanuucs (1ncludm.: a shut·rrl 
orl ur g:u "ell :as prO\·ilted rn Para~rJph 11 hereof), or a well upou wh1ch lcs"'cc IS then engaged tn contruunu.s tinllmg or rcv.orl111g oper.l liOn~ 01 (2) the munber of c~nes rnC'Iudcd ut 3 produt'lltK 
JtOOied w111 pursuant to N:atural Rt.*Silurcc:s Code Secttons 5.! .1 S I ·S2 I ~.l. or (.lJ )uch grr:atcr or le$$cr number 01 :~crcs u may then be Jltoca~ed for JHOducuun rmrposcs tn a prorJuon uml tor uth 
.;:uch producmg \\ell u1u.h:r the rul1.s Jud rcgulauons of the Rarho:ad Couumssron of Tu~s. or any successor J"enC!J, or CH her xo' emn'lleii1JI Juthonty h:a' mg JUn)Ju.non Wulnn 90 dan ol "' 
pJnr411 tenmnauon of tins ltJ:.c m JrcurWnlc wuh tlus subpara¥uph and upon pa)mcn1 of the nummurn lihug Ice set by General UnJ Otlicc rules m effc1.1:1t the tune u11hc pJr11JI tcnrunauon. 
Lcs,ec ~hJII hJ\e the: n~lu to ohuut J surface leaS( for mgreH and c~css on and 3C"rou the tcrnunated portiOn oflhc leased prtnm.es a~ m;~y he reasonably necess:ary for the couunued operauun of 
the ponruns of the lc:Jsc rem.1uung '" tor'c and ctTcct If Lessee l:uls to 3J>VI) for a surface leue "ttlnn the 90 d.a~ pcnOO spc,•ficd Jbo\C, I bSce 11\J ) applv lor a \UfiJcc tu~e rrom the I anJ 
O tfice, hill the I Jlld Cunm11SS1nncr hh the drs1.·reuon to grant m dcnv such Jpphcauon .1nd to "et the fee for such surf3cc: lco~se 

(0) IIO RI Z.OO\TAL In lhc C\CnllhU lease IS Ill follc ond dT<ell\\0 (2) vcars •flcr lhc "Ptr•llon d31c oflhc pnmary or e<lcndcd ICnnll •h•ll runhcr ICniUilJIC 3S 10 •11 dcptllS bciO\\ 10<1 
lccl bclu\' the hJI:alllcplh dnllc:d thctciiiJilcr "deeper depths") 111 uch \\CIIIoc:llcJ on Jcrc3KC rctamed 111 PJtJKr.lph 7 {A) "boH·, unless un or ~cforc I\\O {11 >t:i rs alter the pnm.:uy or cAtcntlcd 
h:nu LcSS('C pays Jn Jmount e4ualtu Oll(·llalf(l 12) of the lxmu.o; ongm:~lly p:ud as consldcr:liiOII for tlus lea ~e (u spcc1fltd on pJgc I hereof) lf,uch amount IS p:ud, tlu.s lease shall~ 111 force 
Jlltl tlh:ct JS to such deeper deplhs. JIIJ "'I!.IIJ tcmU113liOn shall he ~tcl3yt:d fOT an JJc.JitiUII31 penlld ufh\U tl) yc31') :wd so IOIIK thcrc.lflcr J) ~UIIrr g:as IS pryJuced IIIIJol)lllg qu.anuues rrom such 
tlccpcr Jcpths: CO\'t.•red hy thiS ka~c: 

(<') IDENTIFICATION ANO FILING: The surface >crcagc rcLl111ed hereunder as 10 nch \\cll•hall, as nearly as pracu<al, be 1111hc f1•n11 uro s~uorc '"'h the \\CIIIoc>lcd 1111hc ccnl<r 
I hereof. or such o1hcr shape as may be approved by the School Land Uoard Wilhan 1luny {30) dJys ancr p.1rt1JI temunauon or th1s lc:asc as prnVldcd hcre1u, Lessee shall cu·cutc and record a 
rclcue: or releases conuunng a saHif3ctory legal dcscnpuon of the :aerc:t.~~ :~m!. or depths not rctamed hcrcwl4Jcr The recorded rclcue, ur a ccnrricd cop) uf same, shall be filed 111 the Gcneul 
Land Office. :~ccomp:uued by lhe lihn¥ fee prescnbcd by the: Gtncral Lan~ Officr rules 111 cf1cr1 on 1h~ date tht rclc:asc IS tiled If Lessee 1a1I.S or refuses to eucute and record such tcle;uc or 
rclnscs w1th1n nmcty (90) d3ys allcr bcmg requesttd to do so by the Gcncnl Land Orrice, then the Conun1U1oncr at hts sole d1scrcllon may desrsn:atc by '"nttcn mstrurncnt lhc acre)ge and/or 
depths to be released hcrcw1dcr .1nd record surh mstn.uncnt at I cssec's c:"pcnsc m the county or cow1ttu where the lease tS loc;atcd and rn chc omcr:al records of the GencrJil...and Office :md such 
dcs<gn>llon sh•ll be bmdmg upon Lcs~cc fur all purposes If >I JIIY tune aflcr the cffecuvc daar of the panaallcmun>llon proviSions hereof. the applrcablc field rules >r< ch>n~cd or the well or 
\\e lls loc.1 ted lhcn:oulre reclass11icd so 1h111 less 3crc:agc IS thereaflcr allocated to s:ud ,,elf 01 ~ells (l)r producuon pw-poscs, tins lcuc shalllhcrcupon tcnmnatc n hl all ;acrco&gc nutlhcrcallcr 
:IIIOCJt~d tU SJtd \\CII Or wells (or produCIIOII purposes 

H. OFFSET \VEJ .LS: lrorl and/or gas ~hould be produred 111 cornmerc1:al qu.:t.nt iues from3 \\ ell located unl:..ud pnvatcly owned or on Swte l~nd lc:~sed 31 a lesser roydlty, wtuch wcllrs walh1n 
~omc thou.Ci3nd ( 1.000) fe et or the :uca mcluded here m. or whu.:h welllli dr:anung the arc3 covered by I his lease, the: Lessee shoall, wuhm sa.\ty (60) days aOcr s.uch uuual producuon from the dnin1ng 
"ell or the well located '" rthm one thousand ( 1,000) feet rrom the area covered by thas lease: begin in good farth and prosecute d1hgcntly the dnlhng of an offset '"ell on the area coveted by thJS 
l<>se. >nd such on·scl well sh•ll be dnllcd 10 such depth as may be llte<SS>ry an prevtnl I he undue dramogc of the arc• covered b)• lhiS lcuc. ond the Lessee. manager or dnller ~hall use >11 mea m 
ncccs~:trv m a ~ood I3Uh ctlon tu n'L.I"'c :.m:h offset "'ell produce 011 and/or &3l rn commc:rcr)l q~nunu Only uponlhc detemunauou ot the Conumssaoncr 3nJ v.nh lu'O; \HIIIcn :~ppr1w)l. nu)' lhr 
p.&~ll-.:nt ut :a con~cn.>:ttof) tO)Jit)' ~ll)f) the ubhgatton 10 .Jnll Jn offsc1 "ell or wells rcqutred under tins P~~~r~ph 

9. DRY IIOLF'J CESSATION OF PI\OOIICTION DUlliNG riUMARY T ERM: If. dunng the pnnl3ry 1cnn hcrcof>nd pnor 10 diSCO\ cry •nd producuon olml or gos on nullonJ. less« 
"'huuld Unll 3 dry hole ,, holes t.hctcon. or 1f dunng the pnn1.1r) 1cnn hereof and ofi<r the d1sco\Cry and :1c1ual producuon of 011 or g:as rrnm the lea:.cd prcnuscs )UCh producuun thereof shou1U 
~o:u~c frnm "") CJUSc tins lc;asc: sh:.ll 1101 tcnwn:lle 1f on or bcfnrc the c'\pll'3tlon of SIAI Y (60) days rrom d:~lc of completion or !r.a1J dry hole or ccsuuon of pr<X!ucuon Les:.ce cummcnces 
addrt1on3l cJnllmg or rt:\\Ork1nr opcro~IIOIU thcrcon, or pil)'S w tcnder.c the next :annu.1l Jclay rcnulm the same m:lnner as proVldcd m tlus lease If. dunng the l:~~t )'CJr of 1he rrnrory tenn m 
"uhrn ~"'~ (60) d>)S pnor therein. • df) hnlc he cumplclcd >rul >banJnncd, or I he producllon of or I or gas •hould «>se for aoy cause. Lrs.cc's nghl> shall rcnurn u1 full force >nd cfTm wuhoul 
runht.:r opcr:~uuns unlll the cxptrallon of the prun.uy tcnn . .1ntl 11 Lessee h:~s not rcsumcJ pmducthJII 111 paymg qtunuurs at the t'l(.p•rauun of the pnru.uy tent\. t.c"SC\" may m:11nt:un th1s lea:.c b) 
~unJucung JJd111onal dnlllng or rt\\urkrn~ npcrJIIons purstunl to Para~nph 10. Ultltl~ the C'\PirJUOn or the pnm.1ry 1cmr 3S the d.11c ol ceSS3tiOII of' producuon unJcr Par11gr.)ph 10 Should the 
lir~t \H"II or :Ill) suhsequcnt "ell dnltcd nn the above Jcscnbc<.J IJnd be completed :ts a shut · m flll or ~JS \\tll wuhmthc pnrl\lf) tenn hcreur. I c'iscc ma~ rrsuruc pavmc:nt l.lllhe :.mnual rcutal1n 
the ~Jn1e nunncr Jlt prn\'1drd here m t'ln ur heiOtc the rental p3)111K dJtC lollo'" m& the c'prr:tuon of sr\ly (60) dJys from the dale of completiOn ol suth shut-In 011 or g;as \\ell anti upon the ra1lure lt) 
11\a~c such pavntent thl"\ lease sh3IIIJ'ISO 13lW temunate If at the e'plr"JIIUII nf the pnmary ltml or any lllliC thcre.10cr a shut-In u1l or t:3' Y.CII1s lrKJtcd 011 the lc:~~d rrcrmsc~ p:tvmcnt!t 11\J)' he­
nude 111 :ucordJih.'c "uh the shut m pro' IS: lUllS her t ot 

10. ( ' ESS,\ TION, IIIH LLI.' G. M~D 1\E\\ OR KING: If, .alcr ~1e C\puJuun of I he pnnury 1rm~ pruJucuon ol 011 or g•s rrornthc luscd prcnnscs. >1lcr nn.c nbl.llfleJ. <hould t<J>t I rum 
Jll~ r.ltL~c:. thiS I<J~e shall not tc:nnmJic 1f l cs:.ee conuncncts :ukhteon31 dnllmg or rt'-''Orkmg opcr.uaons \\ 1thm Sl\ty (60) days after surh ces~atrnn. and llus lnsc 'hall rcm.1m 111 fullturcc: and 
c tk~.:l fur so Ion~ .lS sudt opcrJIIUIIS contmu~ m good fanh and 111 \\Orkn\Jnhkc manner wnhou1111tem1phons IOUhng more than Sl:\1)' (hO) dJ)lt If such dnllmg ur re\l.ur~mg opc:nuons resuh 111 

the produ\!Hun uf v1l •H g:ts, lhe lc3Sc ShJII rcm.1m m full force :md elfcct for so IOilK as 011 or g:as IS produced from the leasc:J prcnuscs 111 p:ayu1K quJntlllts or payment of shut-m or I os ga.s \\CII 
hJ)'•hiC) or paymcnt uf compensatory royallrcs IS n1.1~c: as pro' rdcd here m or as proVldcd by la" If the dnlhng or rcv.orkmg opcrauons re,uh m the con1Jicuon or a well ;as a dry hole. tl1c tease 
'"11 no I lcnninJic rr the lessee ronuncnrcs oddiuonal drilhng or aowork<nK operauons wuhm SL"Y (60) days aOrr I he cun~J i cuon or I he "ell as a uf) hole. and ahrs kase sh>ll rcnu1n 111 <ffcr1 sn 
It'll~ as Le)scc contmues dnlllnt; ur rcwurkmg opcnuons rn ~uod fauh JnJ 111:1 wnrl.. m:whke ll~lnncr Without rruerrur1110ns totalmg urort.• th3n ~lXI )' (l•O) dJ) S Lc:.)CC ~h:~ll ~1\C \\llllcunota:c tu 
the l.)cr:cral Land OOit:c: \\lllun thun (JU) d.a) S ur any CCSS.llllllt ofproduCIIOII 

11 Sl lliT.JN HOYA L Tl ES: F~u rurposcs olllus p3r3gr3ph. "" ell" me:ans am wdl that hJS htc11 3S!Il(ntd a \\ell number hv the: swtc :."elK') h:a' Ill)! JUrl§dlcllcrn ,Her the produlln'n ctl n1l 
Jnd g.t:t If at Jll~ tnl'IC .&llrr the c'\pi~IIOn ot the pnnary ttm\ ul 3 lease lh:tl, \Ullll bemg shul rn. '' 3S bcmg nlimtamed m force 3nJ cllctt a \\tll cJpJblr of prOllucmg ml or gu tn p3)'111~ 
'IUJIItrlles IS located un the le:ucd prcnuscs. but 011 or gas 1011 nut be m~ produced for lack of sunable production fact hues or !:ad. of J su1tJhle mar let then lessee n\1)' p3) as :a shuHn 011 or t;3S 
t '' :ah~ :m 3mount Ctltl-llln SI 0 lH) per :1crc hul not less ll1:1n S 1.20tJ :1 \'t: Jt for CJch "ell tJpablc of producmg otl ur ¥3 5 111 pa~rng qu.1nl111rs ln be dTccll\e each rniiiJI .shut-In ual m KJS fn)o~h\ 
"'""'be p>1J on or bcfure ll)lht c•~nJIIOn ollhc pnnu ry lcm~ (2) 60 days afler the lessee ceases 10 produce Ol) 01 gu from lhc lcasod prcnuscs. or (J) 60 W)S oflcr Lc.scc rornplcacs a dnlltng 
m rr"orktnK op~r.tllon m accortbnce w11h the lnsc provrsrons. wh1chc:vcr d:ue 1s latest If the shuHn 011 or gu royalcy IS pa1d, 1hc le:uc shall be cot\Sid~rc:d to be. a productn¥ lnsc and the 
pJymclll sh3ll c'\tcnd lhr tenn of the lease for a pc nod of one: ~tar from the end of the pnn\1ry tenn, or fronr tht' first day of the month fhllowm" lhC' month m \\h1ch producuon ccasC'd. :~nd 3ncr 
that, rf 11\J su1t.1l>le production filtlhllcs m sunnble nurkct for the 01! or gas c"sts, Lessee nuy C\tcnd tJ1e lc::uc for four more sucCCSSI\C r cnuds of one (I) )t'U by pa vrnK I he S3rnc amoum c:tL:h 
year 011 ~"before the C\p1rauon nf c:ach shut-111 year 

12. COMPENSATOI\Y 1\0YALTII::S: If. Junng the pcnoJ the leasers kt~l 111 cfTcc1 by p>yrnclll oflht shul·rn 011 or gas royally, otl or g., IS sold •nd dcii\Cr<d 111 poymg ~u:>nllll« from J 

\\Cl! located wil l nu one thousand ( 1.000) fee l of ll1c leased prcuusc011 anti Ctlmplcttd m the same produc111g rcservolf, or Ul any case 111 \\Inch dn1nage IS occumng, the nght to conunuc 10 m.alnt3111 
I he kasc bv P3YIIl& I he shut-m Oil or t(35 ro)altv shall ce:ase. but the lease sh:all rem:un errc:cuve for the relll310dcr of the ) Car for which I he royalty hJS been p31d The I csscc nl.ly 0\IUlt.alll I he 
lc:ase for tour more succCSSI\'e year:. by Lc:.)te p:aymg compcnutory royalty ~tlhe royalty rate pro\1ded m the lc::asc of lhe m:ukct \'J iue ofprot.luctron from the "ell cawtn~ the dr:un3~c or winch 
IS complcacd m I he s>nte producmg rcscrvorr and wnlnn one lhousond ( 1,000) feel or lhe leased premiSes The COI!l)Cnsaaory rorai i)IIS 10 be p>!d monthly 10 the ComnusS<nncr bcgUtnrng on or 
bc:rore the l:1st da) of the month followmt( the month 111 wlurh the 011 or gas IS produced from the well cau.srng lht dn1nagc or that rs conl)lcted m the same producrng rcscrvoar and loca1cd wrthm 
one thousand ( 1 ,OOtl) feet or 1hc luseU prcnuscs. tf the: conq)cnntory royalty p:ud m any l l·n'~OIIth penod IS 1n an amount less than the aMual shuHn 011 or g;as royalty, Lessee sh311 pay 3n 
JIIIOUnl e4U31 IO lht difference \\llhm lh<ny 1}11) dJ)'S from I he end of I he 12-monlh penod. and ntJne or lhcsc provtSIOilS Will rcht\C Lusce or lhc obhgoi!On or rcason•blc devclopmc:nl nor I he 
obhgaiiOn 10 dnll ofTsel wel ls ., PIO\Idcd '" N R.C Scwon 52 OJ4, ho"C\'Cr, al lhc delcnrunalfon ur lhe CommiSSioner, and \\rlh lhe Comnussauncrs wnucn approval. lhc payrrtelll or 
compensoator)' rnyalt1cs ~h:11l S3trsly 1hc uhhM:aUon tn dnll offset wells Compcns3tory roy.;ahy ptymcnts wh1ch arc not umcly p;11d will Gccruc pcnalry 300 mtcrcst m accoJdancc wrth Par~gnph S 
of tins lc>sc 
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13. EXTENSIONS: If. at the e>p~rallon of the pnmary tcmo of tlus lease. producrion qf ool or KOS hu not btcn obt.:loncd on the lused prcn11scs buo dnllong operatoons arc bton& conducted 
thcrcon on good faoth and on • good and workn~>nhkt manner, Lessee n~>y. on or btforc the e•p,.uon oflhe pnmal) tern~ file on the General Land Office v.nnen apphcatoon to the Conmossooncr 
of the General Land Office for. thon) (30) day extensoon or lhl$ luse. >CCOft"4llnoed b) payment or Three Thousand Dollars (SJ,OOO.OO) of lh11 lease CO\ers SI\ hundred fort) (1>40) acres or less 
and S" Thousand Dollars (S6,000 00) of thos lease co• .. rs morr than sox hundred fony (I>JO) acres and the C"onUlussooner shall. on "nun g. e"end thos lease for • tlunv (30) day penod from and 
::tiller the tJI.plr<JtiOn or the pnml f) term mnd so 1ong lhercaftcr u oil or sas IS produc:cd 10 pa)'lng qu.lnUIICS. proVIded fW1hcr. that LtSSC'C 11\lY, JO long ~s such dnlhnx opcr~IIOnJ JrC bcmg 

COnducted nl>~e loke applocatoon and payment dunng any thony (30) day O.lended penod for an addotoonal e\lensoon of !luny (JO) days and upon rcttlpl of such appheallon ond pavnoent the 
Conmuss•oncr ~h311 '" \\nllng. ag:un c\tcnJ tlus Inn so th.Jt san1e shoall rengtn 1n force for such add1110n.al lluny (30) d;~y pcnod and <O Ion~ thcrufler :a< ml or ~JS tS prodlK.Ct.lln p;aytnK 
qu::~ntiiiCS, rum1dcd. hO\\C\Cf, th:u tins lc:~sc sh:JII not be C\tcndc:d lor tnore th.1n a IOU I ofclucc hundu:d mnrty (390) dl}S rrom anJ .11ler the C\pu;at1nn or the rnnuf)· tcnn unless proJ\K'Uon 111 
p3)111~ quantitieS ha• been ubumcd 

1 ~ . liS F. OF W,\ T ER: SUHFACE: Less« shall h3\'C the n~htto use water productd on sard land nccusary for opcr:ollons hcrcwlder and sold)" uponthelused prtnusn, pro•1dcd howcvrr. 
LcSl CC shall not use potable "~ter or water suuable for II\'CStock or amgauon purposes for water nood opc:r.uaons "'llhout the pnor ''TlUcn cnnscnt ol Lessor Subject to lis obhgahon to p:~y 
surracc daftl3¥«. Less« <11>11 ha\< the nght to use so much of the surface of the land that 013Y bt rcasonablv necusary for dnlhng and oper:oung "ells and trJnsponon~ and ul3rleung the 
prcxluc.llon thcrefrnm. such use to be conducted w1dcr condtuons of lust lnJW)' to the surface of the land t csscc shall pay surface dJmages m ~n amount set bv the General I and Omcc fee 
'chcdulc ''luch 15 eiTec;:II\C on the <btc \\<hen the acuvny rcqu1nn~ the payment of swface d:amages occw' 

I 5. POI.l. l 'TION: In deHI•opmg tlu< art a, 1 esscc shall us• the lughtsl degree nf care and Jll proptr <JfeguJrds to prr•toll pollution Wothout lomotuo~ the fort~oon~. polluooon of coastal 
"etlandJ. n3 t~l \\Jtef\\'3) S. nu~rs ark.J lll!pOWldeJ w;uer shall be prevented by the use ofcontamment faeahucs suflicaent to prc:\cnt spallagc. ~cp:~gc or grounJ w3tc:r tont .. m.n~tulu In the C\Cnt 
of pollulton. Lessee c;hall u.c;c ;all means :u us dlspoSJito recapture all eJn~d hydrocarbons or other pollutomt ;md c;hall be n:sponsable for :~11 dJma¥e to pub he :md pn\ale propertieS 

(A) II PI.1\ OS: Lessee shall bould and n10ontaon fences oround ots slush. S"ft"4l. and drau~age pots ond tank banenes so as to prottct h«stod a~oonst loss. wn~>g< or rn)wv. ond upon 
compleuon or abanJonmcm of OUI) \o\fll or ''ells. Lessee sh311 fill and le:, cl all slush pits :and cellars and COJ11)1ttely cle.m up the dnllln~ sue of :all ruhbtsh thereon 

t 8 ) Sli 8M EKGEO 1.,\1\DS: No doscharge ofsohd "aste or Katbage shall be allo.,.ed onto State \\Oters from any dnlhng or suppon •esscls. production platfomL <rew or supply boat, 
bar¥<. J>Ck·up ng or <71htr <quopment located on the leased aru Sohd wastt shalltnclude but shall not bt hmued 10 cont.:loncrs. equopnl<nl, rubbosh. plunc. glass, •nd any other nl>n·madc non· 
brodegradable Items A sogn must bt dosplayed 111 a hogh traffic •rea on all •·tssels and n10nned platfomu sunng, "Doscharge of any sohd "aste or garbage onto SI> I< Waters from vessels or 
pbtfom~ IS stnealy prolubued :and may subJect 3 Sta te of Te:us leue to forfe1twe .. Such statement shall be mlettenng o fatle;ast I " 10 SIZe 

({') RIVERS: To oht extent ncce~nry to prtvent polluuon, the provosoor11 found on subsecuons (o) and (b) oftlu> par.ograph shall also oppl) tn nvcrs and m erbcds 

tO) PENALTY: f> olurcto ccm~>ly '"'" the rcquorernc:nts ofthos provosoon may result in the n10xinruno penalty allowed by law mcludong forfeiture of the lease Lessee shall be hable for the 
&.IJII\.lj;eS caused by 1\UCh (;u lwt Jnd :111y COSLS .tnd C;'(penses incWTCd Ill cle:a111n~ 3rC3.S affected by the diSCh;arged W.1SIC 

lb. II>ENTIFICATION MARK EllS: Lessee shall erect, ot• disunce not to ••teed twenty.fove (25) ft<t from each well on the proomses co•cred by tins lease, a I<Mtble sogn on \\hich shall 
be: st~ tcd the name o r the opcr:ator, the lease destgm111on .and the well number Where two or more wf'IIS nn the same lease or where wells on twn or more leases ;arc connected to the same tank 
b31tcrv, wh<thcr by ondovodwl flow lo ne connections drrcct to the tank or ranks or by use of • mulriple hcadtr system each hnt bttwecn each well and such tan~ or header shall be legibly oden tl lied 
~~ allumcs. euher by a fim1ly auached tag or plate or an 1dennficauon properly p~mted on such line at a d1stanC'e not to exeeeU three()) feet from such tank or header conuecuon Satd sagns. taKS. 
pl;atcc; Ot 'lthcr 1de:nllfiC3110M marktrS 4ih311 be maint:amcd in~ ftgtble cond111011 1hroughout the term of thi.S luc;e 

17. J\SSJCNt\1 ENTS: 1 he le;s.se ll\1) be tr:ansfcrred at any tunc. prov1ded. ho\'-evcr. th•t the habalny of the transferor to properly dascharge ItS obhgatton under the lease, ancludtnJ proper I) 
plugxms :.banduned \\ells. rcmovut~ platfonn) or p1pelines. or remed1auon or c..onummauon at dnll sues sh;~ll p;ass to the tr.msferec upon the pnor wnnen consent of the ConumssK>ncr or the 
General LanJ omce rhe Convmsc;•oner may requite the transferee to demonstrate financ1al responstb1hry and 11'\.1)' requare a bond or other sceuncy All transfers muse reference the lnsc by the 
tile number and muse be rcC'ordcd ut the count)' where lhe area IS located. and the rccordc-0 transfer or a cop)' cer11fitd to by the 0 .1unry Clerk of the eow11)' "here the tnns(er ss rc:corded must be 
filed'" the Gtncral I and Office wllhon mnety (90) days or the "'<CUIIOII date. • 5 pro\1dcd'by N R c. Sec lion S2 026. a<COft"4lanitd by the film~ fte prescnbtd by the Genel31 L•nd o rroce rules U1 

effect on the date of receopl b• the Gener>l Land Office of such transfer or cenolied copy thereof Every transfer« shall succeed to all nghts ond bt subJC<I to all obht<•llons h•bolollcs. and 
ptoalues "" cd to the State bv the ongooal les<et or an) pnor transferee of the lease, oncludong any habohllcs to the ~ tal< for unpaod royahres 

18. RELt: MIES: Less<< may rehnquo<h the nghts granted hereunder to the Stole at any lime by rccordon~ the rrhnquoshmcnt on th< cowoty \\here thos arc• os slluattd and lilong the rocordcd 
rohnqmshrnent or ccnolied <Op) of some: on the General L•nd Office" othon nonety (90) days aOer tlS e\teullon a<COft"4l>nled by the lihng fee prcscnbcd hv the Gcncr.ol Land Office rules on efftel 
on the date of reetopl by the General Land Offitt of such rehnquoshmcnt or cenofied copy thereof Such relu"'uoshnl<nl v.oll not havt the effect of rclu<1ng Less<< from onv habohty theretofore 
.ll.-.:rucd m ta\H 0 1 the St:atr 

19 Lff: : In JCct'lrdlnce \\llh "R c St~uon ~2 IJb.lhe: ~lJtt" Sh311 h:avt :l tir~l hen upon ;all Oil :wd aas produced from the ;aua CO\·ereU h~ dus lc:a\e '"'secure flJ)'IUCOI uf .;all unpaid rD)<Jh) 
JnJ ulheo sun\1 of monc) that m:ov become due under thos lease Dy accepuncc of lhts lease. Lessee gnms I he S111e, on addHton 10 the hen pm•1ded b~ N !( C Sccuon S2 I 36 ond •n• other 
.;apphcablc •.uaturory hen. :an cxpre.ss c..ontncrual hC' n on aud sccunty Interest 10 ;~lllcased nunef31s •n and C'Cilrac..ted from the leased prcnuses. all proceeds "'Inch m:.y ucruc 10 Lessee from the sale 
,,f such leased nnncrals whether ~uch proc<eds are held by Lessee or by • thorJ pany, and all fi•turu on and onlJrovements to the lused premrsu used on connecuon woth the rroductoon or 
procu surg of such leased n~~neral < 111 ordtr to secwe the payment of all my•llles or otheraroounts due or to btcornc: due under thos lease and to secuoe pa)nl<nl of any dJnl.l@ts or loss that Lessor 
fiLl )' suffer by re;~ son o r I essee's bre~ch of any CO\Cnant or condition oflhis luse. whether express or 1"1>11cd 11ns hen :and serWlty mterest 11\lY be foreclosed wuh or Without coun proccedUlgS 
111 tht m:umcr prO\ 1dcd 111 the Tu le I, Chapter 9 o r the Tc·us Bu.c;mcss and Commerce Code LesscC' Jgrccs th:u the Conumssaoncr may requne Lessee ro c:'\ecutc ;md record ~uch 1n.strumc:ms ;~s 
nuy be rc~sonJbly nccessar) tn >1l~no'' l('d~c . :~~ttach or pafcct thas hen l.cssee hereby rcprestllls that ahcrt :~re no pnor or superior hens ans111g from :md rc!Jttn~ to Le;sec's aCU\ 111cs. upon the 
:tbo\c·dt~cnbed rropcny nr from I c'sce·, :1C"!UIS111nn oftlus luse Sh\luiJ the Cnmms._s1011er :at 311Y 11 me detemuue that rlus represeru:won IS not crue then lhe Conum~saoucr m.ly decl.ue th1s 
1t.1,c fortcncd as pnn 1ded here m 

20. FOitFEITUil E: If Lessee shall faol 01 refuse to make llt< payn~ent of on) suno wothon thony (JO) do\5 on er ll btcon~es due. or of Lessee OrJn authonzed •M•"' should koowongly m•ke any 
t JI~<' return or f;alsc reron concenunx production or drilhng. or 1f Lcsc;ee shall fall or refuse to dnll any offset \\tll or wells 10 good f311h .ts rcquucd b)· la" and the nii('S ~nd rcgulaunns adopaed by 
tlr<: ( lllllllll><lnntr o tthe GcnerJI L>nd Olli«. or of Lessee shouhl faol to lile repons ut the rn:uuiCr rtquored b)· law or f.1olto COIIlJIY "llh rules Jlld rcgulltoons promulgJted by the Ger1C13I Land 
Olliet. the School I and Board, or the Raolroad Comnussoon. or refuse ohe proper auohonty >CC<SS 10 the records pen.:tuoing to op<ranons. or of Ltssce or •n authonzed agent should knowongly faol 
or refuse to go•e corrtcturfom~atoou to the proper authonoy, or knowmgly faol or refust to fwmsh the Gtneral Lond Offict a conectlog of any v.ell, or of Lessee shall knowonM IY voolate any of th< 
uutco.;al pril\ISIOIIS ,1r tlus ICJ )e, or ,r tlntt lca)C I\ ~SSIKlled and che asugnmcnt IS not filed m the GenerJI Lmd OOicc as rcquned by bw. the n~hrs a e~uareJ '"'du 

till) lcJ\e shall be subJeCt to rortcllure h) the Comrruss1oncr, and he shall for(Cit ume when suffictently 1nfom1ed of1he racl~ wh1ch aulhorue :a forfeuure, and \\hen forfeited the: area \hall agam 
be )ubjed tu In lie to the h1~hut b1UUer under the same rcgulauons controlhng the: onJm31 sale C'\flu.scs llo" e\•cr. nothmg he rem shall be construed as "il"'"'tc the auloJNtlc 1ermma11on or thts 
lease by nptrallon of law or b) ruson of any specoal hnutatlon ansong hertwtder Forfeotures may bt set asodc and thos lease and all nghts thereunder reonstated befor• the nahts of another 
lntel"\cne upon satisfa ctory C\,dcncc to the CnmrniSSIOner or lhc Gencnl Und Office or ruturc: eon~lianc:c "llh I he prO\IS\01\S oft he law :md o f thiS lease 3Ud the rulu :and reguJauon.s thlt IN Y be 
;;uJnpted relall\'e hereto 

11. RI VEitHEO TR.,.\C'TS: In the t\ cor I Ius le;~se covers ;a nverbcd. Lcsne IS hereby spcciricall~ gTJntcd the nght of enuncnt dormm 01rMJ condcnu1;at1on 3S provadcd for 111 N RC Sections 
S2 11'11·S2 093, as a p>n of the consodcnhon moving to Lessor for the covenants hereon made by lessee 

22. AI' PLICA BLE LAWS AND DH ILLING RESTRICTIONS: rrus lease shall be subject to all rules and regula loons. and an~endrncnts thereto. prontuiMated by the Cornnussooncr of the 
General Land Office govemong dnllong and producong operations on Pcnnanent Frte School Land (specifically oncluding any rules promulgated tha t relate to plans of operauons), payment of 
roy>ltoes and audmn~ procedwes. and shall be subJc<l to all other vahd statutes. rules. regulattons. orders and oodonanccs that may affect operations w1der the pro•1soons of thrs lease Wolhout 
lonutlng tht gtner.ohty of the foregoong. Lessee hereby agrees, by the acctptancc of thos lease. to be bound by and subject to all statutory >nd regulatOI)' prov11oons reloting to the General Land 
Office's audot holhng notice and audll heannMS procedurts. Saod provosoons are curnntly found at J I Texa• Adnunos,.tove Code. Chapter 4, and rexas Natural Resowces Code Scctonns s: IJS 
JnJ S2 117 through 52 140 In the event llu• le os< covers land franchosed or leased or otherv.•ose used by • navogauon d11tritt or by the Unoted States for the PWJl"S< of na•·•~a tron or other purpose 
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utcH.lent ro the opl.' rauon of a 5Jon, then Lessee shall not be entitled to conter or po.IIISC5S ~uch lam! wnhout pnnr :~ppruval :as provided wtdcr Sccuun 61 117 ul thc: I c\ a.i \\' Jtc:r Code, but Lessee shall 
be cnutled 10 dc,·elop such land for 011 and ~as by d~recuonal drilling, proVIded, howe,cr, 11ia1 no surface drilling locauon tmy be nearer 1han 6btl foci and spwal pernusston from lhc 
Comnnssioner of the General Land Orticc IS necessary 10 make :my surface loca tiOn nearer tho~n ~. 1 6(. feet nl('aswcd :lt nglll :tnt;lcs from rhc nearest hulkhe<td liuc ur tmrn the IIC4rt!)t Jredgcd 
bonom l'LI~c uf;my channel. sht>. or tumin~ basm wluch h:as been 3uthonzcd by the Uni ted St:ncs :JS ;a h.:der.:al pro;ect for future t.'OilStmc lhlll, ''luchc, rr IS nc:ucr 

23. llEI\tOV AL OF EQUI PMENT: Upon the tcmunauon oftlus lease for any CJ IISC, Lessee shall not, m any C\ cnt, be pcnmucd to rcrnm c the LJ!!IIIIg nr Jll~ p:u t uf the equ1pment I mm .111 \ 

produc111g. Ury, or abanl.!oned \\ell or \\ells Without the \\nu en consent of the: Commissioner of the Gener-~1 Land Oflkc or Ius Juthonzed rcpn:!:ICIII:Itln::, nor shall Lessee. w11hou1 rhe wrll ltl l 
cunscnr ol sa1d Cunumss1uner ur Ius authonzcd reprtsematl\t remove from the leased pn:nusc:s chc casmg or :any other cqUipn~m. nutenJ I, malllllh:rv. apphJIIC't S or propcrw H\\lltJ by I <'ssce 
and u.'icd by t cssce m the development and producuon~.>f 011 or gas there from unlll all dry or ah:mdoncd wells have becu plugged and w111l all slush ur refuse ptl~ h:J\ c bet.·n proper!) filled Jnd all 
l'rokcn ur liiSC'J rdcd lumber. ll\3\' hllltl). nr l.!ebns shall ha't been rett'IO\'Cd from the: prcnuscs to the sausfacuon of the s:ud ('onumSSII)nt r or Ius authur11eJ represeut.JH\ e 

2~ . FC)ItC f. 1\IA.IF..URE: Shou\J Lessee he pn:\Cntcl.! from complymx wuh JIIY express or nnplu::d co,·enJnt of tins lease frOmlon.Jucung dulling ''perJUOII) thcrtull. ur h o111 produ..: m}! v1 l 
.1nd or gJ~ thcrtlrum, at1cr cffon made m ~ood li\llh, by rcasun of \\Jr. rebellion, nots. stnkes, fires. acts of God or any order, mic or rtKulauon of~"' crmnental JulhMU\ , then v.lule so pre, cme~. 
l.esscc't; ohhxauou tCI cornpl)' \\llh )UCh coHnant shall be !il!.lpcnllcd upon p1011er and !iatisfactory proof presented to 1he CouuniSshJn\'r of th,· Cicueral I :~nc.J OOicc m :!!upporl of lc:ssec's 
C'Ontcnllon mnd l..e~'ice shall not he hJhlr for damages for rtulurt IC'I comply thcrewuh (C'\ttpl 111 rhc event or lease opcrJIIiJII'i suspended as ptCl\ uJed 111 the ruh:s and reguiJIIOII' :tUopu:d b} the 
Schooll.111d Hn:ud• .. md tlus lease shall be extcmh:d \\lute aud so Ions JS Ltssc:e IS f'IC\'Cr~ed. t1 ~ •111) such cause. from dnlhn~. rc\\ork111g npt tJ IIt•n"i nr pr,,l.hl\'111~ ''*' Jnt1or t!-35 from the lc:tsed 
prenuscs, J'lr0\1dtll, however, that nolluu~ lu:rcm shall he LOnstruct.f tu SlL'iptnd tlte p:•ymcnt o t rent:als :.!ur•ng the pnmary or C'\tc::nllcJ tcnn. llt •r 11) Jhnllgt.: Le:.!:lte'!:l n~llltu o~ !:illwenstnn uudio!r J ll\ 

:1ppltca\.llc stnautc:: l)ftlus State 

2S. LEi\SF. SF.C llll. ITY: I c:: ssce sho~llllke the tughcst degree ofCil fC ;llld .\11 vrn,1er SJI'eg ii.HciS '"" )JIOICCl SJJd prcnuscs ~nJ 10 pren~ntthcft ol "lll, ~J), Jlld uthcr hyllrotarllons produced hom 
SdJJ lease 1'h1s mdudcs. but as U\H lumtcd 10, the 11\Stall~uon uf all uc"· ~ssa') : qll:pr:1CIII. scills. lnclo.s, r' '" ether appropnatc protcCU\'C Ucv1ccs un ur J t all JCCC)!:I poulls Jl the lease's producuun. 
ga thcnng .and ~toragc systcn\<i where then of hydrocarbons cnn occur Less-..\! shall br ho~blc for the lo~s ofauy h)'droc.Jrbons resulung frornthcll.mJ !lhJII pav lhc StJte ul 'fc,as royalues thcreuu 
as 1nu' 1dcd hercm uu Jll 011. gas or other h)droc;ubous lust h) reason._,; thf'!t 

26. 1\F:DLICTION 01' PAY~IENTS : If. dunng 1he pnonary 1emL a ponoon uf1hc loud cm·cred by lln~ lease IS mcluded '"llunlhc t>oun~3nes ol • pool<~ Utulll tao h•s btcn 3ppro, cJ b) lite 
School I Jnd Uo3r~ Ill acc:ord.:lncc w1th Natural Resources <.:.ode SecttOitS 52 IS 1·52.1 SJ. or 1f, a; any un~ ~ner tlk: exp1ratton uf the pnntary tcm1 or the cxacn-.Jcd tcmt. tlus IC'ase L: O\'C:rs a le.>scr 
number of acres than the total anlOlUll described hcrcm, payments that are nude 011 a per aL:re hlStS hereunder sl:all be reduced .Jccordmg to the numhcr 0 1 acres poolcll. rL·h:oa.sed. surrendertU, or 
otherWISe scvtrcd. so that paymcnu detemuneJ on:\ per :tcre basis w1der the ttm\S of thrs lusc dWlng the priiT\31) tcm1 shall be calcubted based upo n the number ol .Ju cs outs1de the boWldancs 
ur a pooled unu. or. 1faftcr the eAplra tJon of the pnm:uy ttm\ the uuml>cr of acres actu:~ll y ret:nncd and cove re~ by thiS lease 

27. SLICCf:SSOilS ,\r\0 ASSIGNS: 1 he cuHnants. condurons Jnd agreements contamell hcrcn• :.h:&ll extend to anJ be bnu.Jm~ upon the hciT'i, c\ecutors. Jllnun•stro~l<lrs. ~uu:essor' or 
ass1gns o t Lessee here: m 

28. ;\N.rtQUITtES COI>E: In the cHnt that .my fc.Jturc o f:ucheologtcal or historic:tlmlercst on Pcml.lnent School fwrd I anJ rs encow11ercrJ Junng the 31.!11\IIICS :tuthonzeJ b~ llus lease. 
Lessee wJIIImmedi~tely cease: ~CII\111CS and w1ll muneda:ttely noufy the General Land Office (AlTN Arch3eologtst, Asset Managen'lt:nt 01\1SIOn. 1700 N Congress ,\\ c., Ausun. Te"<as 78701) 
and the Texas ttistonc:al Conun1ssaon (P 0 13o:\ 12276. Austin, TX 787 11) so th:tt adequate mc:aswes m3Y be undertaken to protect or recover such d1scovcnes o r find1ngs. :as :tppropn:atc Lessee 
"expressly p13ccd on noucc of1he Naliunollhsloncol Prcservauon Acl of 1966 (PB-89-66, 80 Sbtule 915: 16 U.S.C A 470) ond 1hc Anuquotocs Code ofTexo s, Chopl<r 191. Tn N01 Code 
,.\nn (Vcn1on 1~93 & Supp IW8) On SIOie-owned land no1 ~edttOied 10 1he Pemoanenl School Fun~. lessee shollnoury 1he Teus lhswncoll"unuo n>StOII befotc brcJktng ground .11 a Pfi'IJCCI 

loc:tuon J\n :archacoloKu.:al sUI'\ C)' nught be relJUirtd bi' the c:ommtss•ou before construcuon o f the prOJCCI can commence: Further, 10 the e"cnt th:u :uay sue. nbJC'Ct. loc:111on. 3rtlf.sct or other 
feature of ;uchuolo~Jc:t l, Stlcnttlic:, l!ducanon:al. cultural or hastont" mterest IS encountered dwing the 3C:fi \'IIJes authonzc by tins lease. lessee ''Ill Hnmelllo~h:lv 11011fy lessor and the r cX.il) 

lllstoncJI Conmli!:ISIOII so that ;~deqt.utc mcJswt:s mJy be w1Jcrukcn tu protect or reco,·er such dlsco, cnes or findings, as 3ppropr~;ue 

29. Vf.NI H·:: Lessor and lessee, mrlud111g lessct's successors ;rnd ass1gns. hereby agree that '-'enue for any dispute arisrng nut or J prO\ISIUn of th1s lease. whether express ur 1mphcd, regard1ng 
mterprcuuon of th1s lea)e, nr relaung 111 anv way to th1s lease or to ;~pphcablc c:ast law. statutes. or adnunisant ive rules. shall be 111 a coun or rumpctent JUnSJJcllon IUCilh:J 111 Tra~u Cow11y, State 
nfTe.\015 

JO. LEASE FILING : PunUJIII 10 Ch .. pter ') ot the I ex Bw & Com ("ude,tlus lease must be filed of record m the office of the: County Clerk an Jny coulll)' 111 ''h1c:h 311 or :my p::m of the 
lea !:led prcnuscs IS lucateJ. ;mJ 1.t:n1ficd ~·•1p1cS thcrcuf IIIUSI he: riled 11\ the GenerJt LJn!l Orrice 11tc prc:)enhcd film~ fee shJ!I 3Cl'0111p3n}' I he ccntficJ cop1e~ se:nt tu the ( .encrJII Jnd Office 

IF IT B '"~ \t 

AT" ~ .J'L le 

Z·~ 11 .t )/~G LJ.&._._ ... 
"" . . . . . 
• • • • ••••• • • • 

• • • • • •• • 

••• • • • • . . 

5 

:·· . , 
• •• •• ; , t J 

: ..... :· .~~#_,1._. 

• •• . 



;: ~?~fr~(···. 

3 1 :'tXECUTIOt'l : ThiS 011 and gas lease mus1 be stgncd and aeknowlcd~cd by the Lessee before ttts filed of record 111 the COWlty records and nt the General Land Office of the State of Texas 

I.ESSEE I ---

~-~~~~f<-1 ____ _ 
llATE: 9 -;lD (Jlo 

. .';,~ E.!-' 1 . 
IN TESTI~IONY 1\'IIEREOF, wttne.s the "~nature oft he Conums.stoner of)~ ~-1~!.~.-~~-~o~tt S1.1tc of Tc••s under the >cal ot the t;cnc"l Laud tJilicc 

, .... ~_) ·~~~.· •' ... , . .. .. -'~ · ·:',1 
" I t' ~--1'7" •, ' •' • :"' ' • • • , \ '\. \.f' ~ . . ', _, , _ •'-•' I -~ '· , ,. 

STATEOF '"le~ 
COUNTY OF M,dlo td 

, 

OEFORE ME. the w1derstgncd Juthority, nn tlu; d:ty personal! ) appeared \A )1\J ifrf' 
'"o" n to ""' 10 be the person whose name ts subscnbcd to the foregotn~ tn<tnntiCnt. JS___jj-DJ\J 

'' 

., 

(COR PORATION ACKNOWLEDGMENT) 

A. C ffilfC!:_ni:'__ 

"' Q.b::Ufun±_G G~U 1o~ 1 lDl_,_ __ 3mJ a cknowled~tetl tu me lhat he C'<t'l'Uied rite SJ IUC 

for I he purposes and cons1de.muon lhc:rcm e~prcsscU. m lhc C 3Jl~cuy <lllcd. und as the ac1 and deed o()ald corporatiOn 

GtvcnunJcrniYhand and><!~l ofofficc t his t h< __ ~ day of ~p±t~ ___ .20 CJ_o __ 
--:$~ ... \. r-v---... 

6:;-·.-·-'-\,~ 1·1ASHAt. ·i ~ CROSS -'~\ l......J.-_.,1 __ 

f.(-"~f"' ; ~ 'I , I.'I ''.Pu:•p · ' :a:r o1Texas N<lt~ryPuhltcmondfor 
- \.~,~~){ .... ~· ,,,, ... · ~·~·· =- ~ · · ~,. c · ~···o ~ 
~ \( ... ,. .--.-.,~~.. -, ,,:.._·~nnt, 
1.. or;.. ...... .... .u:-~··"'""V":.><.~::=<.,...-vcv-::-~ 

STATE O F _ ___ _ ___ ___ _ 
( INOI VIDliA I. AC'KNOWl.ED\.~lF.NT) 

t'OUNTY UF _ ____ _ ____ _ 

Before rne, the undcrsrgncd aurhonty, on this day personillly :~ppcaret.l, _ ____________________ _ 

knO\Io'll IO me to be the persons whose nanlCs are subscnbtd to the rorcgomg mstnuncnt, and acknowledged to me that they execulcd the 
same for 11!e purposes and con~idcral ion therem uprcssed 

Gl\·en under rny h;md 01nd seal of o ffice thiS the ________ day o ( , 20 - ----

-- --·-
Notary l'ubltc '"and for ________ _ _____ _ 

6 

Filed for r ecord on the 26th day of September 
duty r ecorded on the 6th day of October 

By .-li!ld c YJt'-W .~ 
I CEnTIF'•I'" f"noy 

IF IT BEARS THr c;r 'L C ; 'ii <. Y " 

ATTF r~c/L. ..-y)r) c.. L)/)1 c.A..t/( 

@ ~ •v J ' tr t.. L). /Jvz;;_ v • 
•••• • • • • ••••• • • • 

• • • • • •• • 

, A. D. 2006 @ 11 : 00 
, A.D. 2006 @ 2:55 

o'clock A .M. and 
o'clock P . M. 

••• • • . . 
• • 

LINDA McDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 

••• • • • •• 
37 S 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and foregomg 1s a full. true and correct photographiC copy of the 
ong1nal record now 1n/'l'¥ 1awful custody and possess1on, as the same IS 
hied/recorded 1n the Lf:Lli)-~"' Records of my offiCe. found 
m VOL .!)__J_, PAG~" 

......... ..,.,. ?t) ' I I -

~~ , ~,. 
.,~~'f~fo, ~ I hereby cert1fied on (./ /Jip~ ..J<J{ 

$f. ~t, lfNDA McDONALD, COUNTY .& DISTRICT CLERK 
~~('\?~ CULBERSON COUNTY, TEXAS 

~)t ~:;;; . ' •J• BY /dci} I/C.e.dJ 8;l..u,P--OEPUTY 
/' 

• • • • • • • • • • • • •• • • • 



CHESAPEAKE OPERATING, INC.J P.O. BOX 18496 OKLAHOMA Ctrrff4701~ 
LEASE OBLIGATION DEPOSIT RECEIPT 12 

WE HAVE THIS DAY MAY 9, 2007 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

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

TO COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 
7/25/2007 7/25/2008 

Survey: PUBLIC SCHOOL LAND B lock/Suffix: 45 Section: 5 Short Desc: ALL. SEC. 5, BLK 45, PSLS 

PAYMENT RENTAL 
LEASE NUMBER 
,ECORDED: BOOK 

=oR CREDIT OF: 

TX3390004-000 
PAGE 

LEASE DATE: 712512006 
ENTRY NUMBER: 

PROSPECT: W LLD HORSE 
COUNTY/PARISH Cl 11 BERSON STATE 

• • •• • • • •• • 
• 

• • ...... 
• 

•••• • 
• 

••• • • • •••• 
• •• • • • •• 

TX 
AMOUNT 

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

X 3.20000 

PLEASE SIGN 
AND RETIJRN )~I 

IMPORTANT 
The attached check Is for the person(s) named above. Please date, s1gn 
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 Rece1ved --------------1 

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

By ~ 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

3,200.00 

0.00 

3,200.00 

28051 



••• • . . . 
' .. 

• 
• • •••••• • 

•••• • •••• 
• 

•••• • • •••• 
• • •• • • •• 

~r 
FdL IKJF /06 7t7SJ--_,___ 
--RR~EtM~TBA""L~P.A~JA'r:¥-Y-MM~E~Ni-1-T-----



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY JUNE 24, 2008 TENDERED TO 

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

• .. 
• 

712512008 TO 7125/2009 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 5 Short Desc: ALL, SEC. 5, BLK 45, PSLS 

:>AYMENT RENTAL 

_EASE NUMBER TX3390004-000 LEASE DATE: 712512006 

ENTRY NUMBER: 61561 

PROSPECT: WILD HORSE 

=!ECORDED : BOOK 93 PAGE 374 COUNTY/PARISH CULBERSON 

=oR CREDIT OF: 

017397 
A eel: 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING $5/NA RENTAL FOR 1ST & 2ND ANNIV. 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

COPY FOR 
,. "::DS 

IMPORTANT 

Date Received r ~ { F 0 R fhe attached check is for the person(s) named above. Please date, sign 
3nd return the attached receipts on the day y ou receive it. If directed to 
3 bank. please deposit the amount to the credit to the person(s) named 
3bove and date, sign and return the receipt on the day you receive it. If 
:orrespondence required, please make reference to lease number. 

Sign Here , ~([CORDS 

By ____________ ~~------------_, 
Title 

I# li!• * • Wi:!$·1• • ., ilj il:f$j Ut h ·ljU ·t!f m: , i pi •0:1 , IU21dC.!!#i'f 

Subtotal 

BANK SERVICE 
CHARGE$ 

Grand Total 

Check No. 

• • ••••• • 
• 

•••• • •••• 
•• • . . 
••• 

STATE TX 

AMOUNT 

3,200.00 

3,200.00 

0.00 

3,200.00 

35181 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848·8000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 35181 

PAY 
TO 

THE 
ORDER 

OF 

·~~··•••···~~3, 200 " DOLLARS • 00 "CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

DATE 

06/24/2008 

39· 13/1030 

AMOUNT 

$3,200.00 

CHESAPEAKE OPERATING, INC. 

~1/kv~ 
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CERTIFIED MAIL., RECEIPT 
(Domestic Mall Only; No Insurance Coverage Provided) 

" .. 
.J ' ~ - u .. -. ..-. -- ,_ 

Postage s 

Certlfl8d Fee I 

Return Rece1pt Fee . Postmark 

(Endo<sement Requ11od) Here 

Restricted Delivery Fee I 

(Endorsement Required) 
. 

Total Po6tage & F- $ 

nt o 

:::1 "Siriiei. -;.pr "No::······································································· 
'- or PO Box No. 

CifY.SiBi6:zi'P+4······································································ 



ertified Mail Provides: 
A mailing receipt 
A umque identifier for your mailprece 
A record of delivery kept by the Postal Servrce for two years 

~portent Reminders: 
Certrfied Mail may ONLY be combrned with First-Class Mail® or Prrorrty Mailc 
Certified Mail is not available for any c lass of international mail. 

NO INSURANCE COVERAGE IS PROVIDED with Certcfied Mail. Fo 
yatuables, please consrder Insured or Regcstered Mail. 

For an additconal fee, a Return Rece1pt may be requested to provide proof ol 
delivery. To obtarn Return Receipt service, please complete and attach a Returr 
Receipt (PS Form 3811) to the article and add applicable postage to cover thE 
fee. Endorse marlpcece "Return Recerpt Requested" To receive a fee waiver for 
ll. duplicate return receipt, a USPS. postmark on your Certihed Mail receipt i! 
requrred. 

For an additronat · fee, delivery may be restrccted to the addressee o 
addressee's authorized agent Advise the clerk or mark the mailpiece with thr 
endorsement "RestrictedTJehvery• 
If a postmark on the Certrtied Mart recerpt is desrred, please present the artc­
cle at the post offcce for postmarking. If a postmark on the Certified Mal 
receipt rs not needed. detach and affrx label wrth postage and mart . 

IIPORTANT: Save this receipt and present it when making an inquiry. 
S Form 3800. Augusl2006 (Reverse) PSN 7530-02-000·9047 



ENDER: COMPLETE THIS SECTION 

I Complete items 1 , 2, and 3. Also complete 
item 4 if Restricted Delivery Is desired. 

1 Print your name and address on the reverse 
so that we can return the card to you. 

1 Attach this card to the back of the mailplece, 
or on the front if space permits. 

. Article Addressed to: 

l ha I rant PropL'rl ll:~. ltH: 
1502 . orth Btg pnng 
PO Bo "121 
MH.i land I ex a 79702-3 121 

D. Is delivery address different t.? 0 
If YES, enter delivery address bet~O 

/)c) . ~0)- ~ ( 2'3 
(J;t c r/J L/f .JJ I j . 7 ~ 7 0 I 

3. Seplce Type 
0 Certified Mall 
0 Registered 
0 Insured Mall 

0 Express M~ll 
0 Return Receipt for Merchandise 
oc.o.o. 

4. Restricted Delivery? (Extra Fee) 0 Yes 

!. Article Number 
(Transfer from service labE 7008 2810 0002 1377 1654 

>~ Form 3811. Februarv 2004 Domestic Return Receipt 10259s-<r.!·M·154 



UNITED STATEs ·~ffi:f.t §.61,J~IrE/ 0 0 E s 5. t~ 
TX 797 1 

.'!!:·~ J/ N LU1U P t 

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

Texas General Land Offic~ECEIVED 
PO Box 12873 JAN 2 O zr'l 
Austin, Texas 78711-2873 "· 
1\nn: Car! Bonn, Energy Rcso~!R~LANDOFflC 
03111 E 

MF;o67SL 

11,,, 11 ,, l,l ,, ,j,,,ll.ull,,l, ll,,l,l..,lull.l"''"''' 'll ,,l 



c~ l~ ~ '"' r·: r~. \ l_/ 1, . \ ,"" [) () ·r;· 11;· ·1 C' l( 
j ERI{Y PA.TT I~RS00', COJ\lwll 10 ER 

January 7, 2010 

Certified Mai l #7008 281 0 0002 1377 1654 

Chalfant Properties, Inc. 
1502 orth Big pring 
PO Box 3123 
Midland, Texas 79702-3123 

RE: MF106752, MF106753 , MF106754, MF106755 , MF106756, MF106757. MF106758, 
MF106759, MF106760, MF106761 , MF106762, MF106763, MFl06764, MF106765, 
MFl06772, MF1 06773, MF106774, MF106775, MF106776 & MF106778 
Termination for non-payment of rental 
Culberson and Reeves Counties 

Gentlemen: 

Our records indicate that the captioned leases have terminated for failure to pay the delay rentals 
due July 25. 2009. 

Any well on these tracts should be plugged and abandoned in accordance with Railroad 
Commission Ru les and Regulations. The General Land Oflice wi ll actively oppose any action to 
avoid or postpone compliance with these requirements. 

If you have any questions regarding this assessment you may contact me at (5 12) 463-5407. 

incerely. 

Carl Bonn, CPL 
Mineral Leasing, Energy Resources 
Phone: (5 12) 463-5407 
Fax: (5 12) 475-1543 
earl. bonn@glo.state. tx. us 

~ tcplwn F. Au~ti n Buildu1R • 1700 lorth Congress Avenue · Austin, Texas 78701-1495 

Post O Hi.:e Box 1287.1 • 1\ us tin. 'Jex.ts 787 11 -2873 

512- -161 5001 • 800-998 <~G LO 

www.glo.stJtc.tx.u' 



Date Filed: I - 1- / 0 

/' _ mtsstoner Jerry E. Pattfo~om .. 

By r..__a,-r f) 11 " 


