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STATE LEASE 

# LeaseDate Acres Status CONTROL 

A Jan 20 2006 
B Aug 26 2005 

10.00 ACTIVE 07-105205 
70.00 ACTIVE 

TERMINATION 
DATEoWU~~ 
LEASING afif_ 
MAPS _$ 
GIS .t\L 

Rentals:~ • 

Lease ~ / 
Admin:~ 

Mineral 
Maps: 

~ 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT : 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
ROYALTY 
VAR ROYALTY 

MF107619 

BASEFILE COUNTY 

130267 - REEVES /195 

PUBLIC SCHOOL LAND 
58 
00 
40 

80.00 
NO 

PETRO-HUNT LLC 
Jan 20 2006 
3 yrs 
0.00 
0.00 
0.12500000 
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1601 Elm Street, Suite 3400 
Dallas, Texas 75201 

(214) 880-8400 

WNERNAME 

TEXAS GENERAL LAND OFFICE 

03AP1246 030706CC 
"NW TOYAH PROSPECT" 

TOTAL INVOICES PAID 

03/07/06 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy69 
Port Arthur, Texas 77640 

OWNER NO DATE 

58207 Mar-1 0-2006 

10,525.00 

Page 1 of 1 

CHECK NUMBER AMOUNT 

4093319 $10,525.00 

0.00 10,525.00 

10,525.00 
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OWNER NAME 

PETRO-HUNT, L.L.C. 
1601 Elm Street, Suite 3400 

Dallas, Texas 75201 
(214) 880-8400 

TEXAS GENERAL LAND OFFICE 

03AP2813 03 2006C 
"NW TOYAH PROSPECT" 

TOTAL INVOICES PAID 

.. 

03 /20/06 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
Port Arthur, Texas 77640 

OWNER NO. DATE 

58207 Mar-23-2006 

1,525. 00 

\ )-\ 

Page 1 of 1 

CHECK NUMBER AMOUNT 

4093786 $1 ,525.00 

0 . 00 1 , 525 . 00 

1 ,525. 00 
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Geno~ll.and Ollleo 
Rellnqulahmont Act Louo Fonn 
Revlaod, Sopto'7'bor 1897· 

BOUK 725 PAGE 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERS0~1 YOU MAY 
REMOVE OR STRIKE ANY OF SHE FOLLOWING INFORMATION FROM THIS lhSTRUMENT 
BEFORE IT IS FILED FOR REC RD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY 
NUMBER OR YOUR DRIVER'S Ll ENSE NUMBER. 

~ustin , m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into thiS.l§lb day of0A,.,ua~t~u~s1...t ------~·~ . betMen tho State of Texas, actJng 

by and through its agent, u:M,..a.,r!suoA.....,.C"'h"'aom"""a"'n'------------------------------

of P 0 Box 1389 Sealy. Texas n 474 

(Give Pennanent Addroas) 

said agent herein referred to as the owner of the soil (whether one or more), and LP"'etw!O=cHuu111n.,.t..,L...,L,.C _ _______________ _ 

of 1601 Elm Street. Sy~e 3400. Dallas IX 75201-7201 

(Give Pennanenl Addreaa) 

hereinarter called Lessee. 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, buildlng tanks, storing ool and budding power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of tho lease, the following lands 
s~uated In Reeves County, State of Texas, t~: 

West-Half of the NorthEast Ouallef of Section o40 Block 58, Public Scllool Land Survey; 

containing ,.,BQ.__ _____ acres. more or less. The bonus consideration paid for thiS lease is as follows: 

To the State of Texas: Ten Thouynd Five Hundred and No/1 00 

Dollars ($10 500 00 ) 

To the owner of the soil: Ten Thoysand Flye Hundred and No/1 00 

Dollars ($10 500 00 l 

Total bonus consideration: Ten Thoysand Elve Hundred Dollars and No/100 

Dollars ($21 QQQ 00 ) 

The total bonus consideration paid represents a bonus ofTh .l.!.llree,.,.,.!.JH,.und"""red.,._,.an,duN"'o/"'-lllOO.,_ ___________________ _ 

- - - ---------- · _ _ Dollars (SJQQ 00 l per acre, on .Ll70,__ ____ net acres. 

2. TERM. Subject to the other provisions on this lease, this lease shaU be for a term of Three (31 years from 
this date (herein called •pnmary term1 and as long therearter liS oil and gas, or erther of them, Is produced in paying quantities from said land. As used 
in this lease, the term ·produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 
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3. DELAY RENTALS. If no well Is commence<l on the leased premises on or before one (1) year from this date. this tease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his cred~ in the-------------

-~----~~~~~~~-~~~ Bank, at_~-~~-~~---~-~~~~~---~-~~~-~~~-­
or its successors (which shall continue as the deposWory regardless of changes in the ownership of said land). the amount specified below: In add~ion , 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall oover the privilege of defening the commencement of a well for 
one (1) year from said date. Payments under this paragraph shaH be in the following amounts: 

To the owner of the soil T.LhUJI"-'rty~F.!liv"'e'-'a11n,.d'-'N"Q/"-"100""-----------------------­

Dollars (S3lll5~.00~-------....J 

To the State of Texas:: Thirty Five aod NQ/100 

Dollars (S,_,3s .. o,..,o._ ______ --.~ 

Total Delay Rental: Seventy and No/t 00 

Dollars (SLJZO~OO~-------....J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be suoc:eeded by another bank, or for any reason fail or refuse to accept rental, Lessee t<hall not be 
held In defautt for fai ure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4 . PRODUCTION ROYALTIES. Upon produdion of oil and/or gas, Lessee agrees to pay or cause to be paid on&-haK (112) of the royatty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and on&-half (112) of such royatty to the 
owner of the soU: 

(A) OIL. Royatty payable on oil, which is defined as including all hydrocarbons produce<l in a liquid form at the mouth of the well and also 
as all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be lli__part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land 
Office, such value to be determined by 1) the highest posted price, plus premium, ~any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respedively, of a like type and gravity In the general area where produce<l and when run, or 2) the highest market price thereof offered or 
paid In the general area where produce<l and when run, or 3) the gross proceeds of the sale thereof, whichever Is the greater. Lessee agrees that before 
any gas produce<l from the leased premises Is sold, used or processed In a plant, ~ will be run free of cost to the roy a tty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other eq~ipment may be waived, In writing, by the royatty owners upon 
such terms and condWions as they prescribe. 

(B) NON PROCESSED GAS. Royatty on any gas (Including ftared gas), which Is defined as an hydrocarbons and gaseous substances 
not defined as oil In subparagraph (A) above, produce<l from any well on said land (except as provided herein with respect to gas processed in a plant 
for the extraction of gasofine, liquid hydrocarbons or other produds) shall belli__ part of the grc:ss produdion or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Off10e, such value to be based on the highest market pric::e paid or offered for 
gas of comparable quality in the general area where produc:ed and when run, or the gross price paid or offered to the producer, whichever is the greater. 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the time of testing. 

(C) PROCESSED GAS. Royatty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other hquid 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extraded or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royaHies due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to ga.s produc:ed from this lease, and on fifty percent (50%), or that percent aCCilJ ing to lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produce<l from this lease: provided that If liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interes~ then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent aCCilJing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or~ there is no such third party, the highest percent then being specified in processing agreool8nts or contracts In 
the industry), whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or offered for such residue 
gas (or the - ighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no even~ however, shall 
the royaHies payable under this paragraph be less than the royalties whicll would have been due had the gas not been processed. 

(D) OTliER PRODuCTS. Royatty on carbon black, sulphur or any other products produce<l or manufadured from gas (excepting liquid 
hydrocarbons) whether said gas oe "casinghead,' "dry,• or any other gas, by fractionating, buming or any other processing shaU be 114 part of 
the gross production of such produds, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the hig.hest market price of each produd for the same month in which such product Is 
produc:ed, or 2) on the basis of the average gross sale price of each produd for the same month in which such produds are produce<l: whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, If this lease Is maintained by production, the 
royaHies paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month suoc:eeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royatties paid during the prece<ling year. If Paragraph 3 of this lease does not specify a delay rental amounl then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

.:opy of 
Original filed in 
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6. ROYALTY IN KINO. Nolwithstanding any other provision in this lease. at any time or from time to time, the owner of the soil or the 
Commisslone~of the General Land otlice may, at the option of either, upon nolless than sixty (60) days notice to the holder of the lease. require that the 
payment of any royalties accruing to such royally owner under this lease be made in kind. Tlle owner of the soirs or the Commissioner of the General 
Land Offioe's right to take its royally in klnd shaU not diminish or negate the owner of the soil's or the Cornmossioner of the General Land Office's rights 
or Lessee's obligations. whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that au royalties accruing under this lease {Including those paid in lund) shall be without deduc:bon for 
the cost of producing. gathering, storing, separating, treating, dehydrating, compressong, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, Including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royally shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing planL Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no roya~ies shall be payable on the recycled gas until ~ is produced and sold or used by Lessee in a manner wtuch en~lles the royally owners to a 
royally under this lease. 

9. ROYALTY PAYME.NTS AND REPORTS. All royalties not taken in kJnd shall be pald to the Convnissooner of the General Land otlice at 
Austin, Texas, in the following manner. 

Payment of royally on production of oil and gas shall be as provided In the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
is due and must be received In the General Land otlice on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidav~ of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and dispos~ion of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, dispositlon and market value including gas meter readings, pipelone receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines. tanks, or pools and gas fines or gas storage, and any other reports or records 
which the General Land Offioe may require to verify the grou production, disposition and mal1\el value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed on the General Land Office. Each royalty payment shall be aooompanoed by a check stub, schedule, summary 
or other remitlanoe advice showing by the asslgroed General Land Office lease number the amount of royalty beong paid on each lease. H Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee ~s a penalty of 5% on the royally or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royaijies shall accrue interest at a rate of 12% per year, such interest Will begin to accrue when the royalty is slxly (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear aU responsibil~ for paying or causing 
roya~les to be paid as proscribed by the due date provided herein. Payment of the delinquency penalty shaH in no way operate to prohib~ the Slate's 
right of forfekure as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually furnish the Commissioner of the General Land Office 
with its best pouible estimate of oil and gas rMerves underlyong this lease or allocable to this lease and shaU fumoah Hid Convniuioner With oop;es of 
all contracts under which gas is sold or processed and an subsequent agreements and amendments to such contracts within thirty (30) days after 
entering onto or making such contracts, ag~ents or amendments. Such oontrads and agreements when receoved by the General Land Offioe shall be 
held in confidence by the General Land Office unless otherwose authorized by Lessee. All other contracts and records pertaining to the production. 
transportation, sale and marketing of the oil and gas produced on said premises, Including the books and accounts. receipts and discharges of an wells. 
tanks, pools, meters. and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, ORIWNG RECORDS. Wmten notice of all operations on this lease shall be submitted to the Commissioner of the 
General Land Offioe by Lessee or operator five (5) days before spud date, workover, ,._ntry, temporary abandonment or plug and abandonment of any 
well or wells. Such written notice to the General Land Office shall inClude copies of Railroad Commission forms for application to drill. Copies of well 
tests. completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with U>e Toi(U Railroad 
Commission. All applications, permits. reports or other filings that referenoe this lease or any specific well on the leased prem- and that are ilubmltled 
to the Texas Railroad Commission or any other governmental agency shaU include the word "State• in the title. Additionally. in accordance with Railroad 
Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other assoaated improvements to the land 
must also ondude the word "Sta~." Lessee shall supply the General Land Office with any records. memoranda. acoounts. reports, cuttings and cores, or 
other information relative to the operation of the aboV&-<Iescribed premises, whk:h may be requested by the General Land Office, in add~n to those 
herein expressly provided for. Lessee shall have an electrical and/or radioactiv~ survey made on the bon~hole section, from the base of the surface 
casing to the total depth of well , of all wells drilled on the above described premises and shall transmk a true copy of the log of each survey on each well 
to the General Land Office within fifleen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not ftled in the General Land Offioe 
when due. The penalty for late filing shall be set by the General Lend Office administrative rule whk:h is effective on the da~ when the ma~rials were 
due In the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to dlsoovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the dlsoovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shal not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or ceaaation of production Lessee commences additional dnllong or 
reworl<ing operat ions thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoroed. or the productlon of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect wrthout further operations un1J1 the expiration of the prmary term: and If Lessee has not resumed 
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production In paying quantaies at the expiration of the primary term, Lessee may maintain this lease by conducting add~lonal drilling or reworl<lng 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well 0< any subsequent well drilled on the above <lesc:ribod land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil 0< gas well and upon the failure to make such payment, this lease shaM Ipso facto lermonate. If at the 
expiration of the primary term 0< any time thereafter a shut-in otl 0< gas well Is located on the leased premises, payments may be made In accordance 
with the shut-in provisions hereof. 

12. DRILUNG AHD REWORKING AT EXPIRAllOH OF PRIMARY ~RM. If, at the expirat.on of the p!Vnary term, neither Otl nor gas IS be1ng 
produced on said land, but U>ssee is then engaged in dnftlllg 0< reworking operations thereon, this lease shaM remain in force so long as operations on 
said -'! 0< for driling 0< rewor1<ing of any additional wells are prosecuted in good faith and in wor1<manlike manner without intenupCJons totaing more 
than socty (60) days during any one such operation, and if they resu- in the production of 011 and/0< gas. so long thereafter as oil and/0< gas Is produced 
in paying quantities from said land, 0< payment of shut..., oil 0< gas well royalties 0< c:ompensatQ<Y royalties is made as provided WI thiS lease 

13. CESSAllOH, DRILUNG, AND REWORKING. If, after the expiration of the prmary term, production of 011 0< gas from the leased 
premcses, allllr once obtained, should cease from any cause. this lease shall not terminate if Lessee convnences add~nal drilllfl9 0< reWOI1ting 
operabons within six1y (60) days alter such cessation, and this lease shall remain In full force and effect for so long as such operations continue In good 
faah and in wor1<manlike manner without lntenuptions totaling more than sixty (60) days. If such drilling 0< rewoOOniJ operations result in the production 
of o il or gas, the lease shall remain in full force and effect for 10 long a1 oil or gas Is produced from the leased premises In paying quantities 0< payment 
of shut-In oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the drining or reworl<lng 
operations result In the completion of a well as a dry hole, the lease will not terminate if the Lessee commences addaional drilling or reworl<lng 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long a1 Lessee continue. drilling or 
reworl<lng operations In good faah and in a worl<manlike manner without lntenuptions totaling more than sixty (60) days. Lessee shall give written notice 
to I he General Land Office within thirty (30) days of any cessation of production. 

• • 

14. SHUT-IN ROYAL 11ES. For purposes of th is paragraph, "Well" means any well that has been assigned a well number by the state agency 
having jurisdlctlon over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut In, was being 
maintained in force and effect. a well capable of producing oil or gas In paying quantities is located on the leased premises, but oil or gas is not being 
produC8<1 for lack of suitable pmciuctlion tacll~ies 0< lack of a suitable marl<et, then Lessee may pay as a shut-in oil 0< gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than S 1,200 a year for each weU capable of producing oU or gas In paying quant~iea. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay renlal amount shall be one dollar 
($1 00) per acre. To be effective, each initial shut-In ot1 or gas royalty must be paid on 0< before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce ot1 0< gas from the leased prem1S6S, 0< (3) 60 days after Lessee completes a d~ing 0< reworking operation In accordance 
With the lease provisions; wnicMver date is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Olfic:e and one­
half (112) to the owner of the soil. If the shut.., 011 0< gas royalty is paid, the lease shall be considered to be a producing lease and the payment shan 
extend the term of the lease fO< a period of one year from the end of the prrnary term, 0< from the first day of the month following the month in which 
productlion ceased, and, after tha~ if no suitable productJon faciiAles 0< suaable marl<et fO< the otl or gas exists. Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on 0< before the expiration of each shut-in year. 

16. COMPENSATORY ROYAL llES. If, during the period the lease Is kept in effecl by payment of the shut-<n otl or gas royalty. oil 0< gas is 
sold and delivered In paying quantities from a wen located within one thousand (1,000) feet of the leased premises and completed In the same producong 
reservoir, or In any case In which drainage is occurring, the nght to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease fO< four more 
successive yean~ by lessee paying compensatO<Y royalty at the royalty rate provided In the lease or the marl<et value of productlon from the well causing 
the drainage or which is completed in the same producing reservoir and wahin one thousand (1,000) feet or the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and on&-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid In any 12-month period 
Is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference wahln thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of lhe obligation of reasonable development nO< the obligation to drill offset wells as provided In 
Texas Natural Resources Code 52.173; however, at the determination ol the Convnissioner, and with the CO<nmissioner's written epproval, the payment 
of compensatO<Y royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the d iligence of a reasonably prudent operatO< In doling such additional well or 
wells as may be reasonably necessary fO< the proper development of the leased premises and in marl<eting the productlon thereon. 

(A) VER11CAL In the event this lease Is in force and effect two (2) years after the expiration date of the primary 0< extended term l shall 
then terminate as to an of the leased premises, EXCEPT (1) 40 acres surrounding each oil weU capable of producing In paying quantltles end 320 acres 
surrounding each gas well capable or producing in paying quantities (Including a shut-in oil or gas well as provided In Paragraph 1 ~ hereof), or a well 
upon wnich Lessee Is then engaged In continuous drilling 0< rewoOOniJ operations, 0< (2) the nU'nber of acres Included In a producing pooled un~ 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater 0< lesser number of acres as may then be allocllted for productJon 
purposes to a proration un~ for each such producing well under the rules and regulations olthe Railroad Commission of Texas. or any successor 
agency, or other governmental authority having jurisdictlon. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well 0< wells located thereon are reclassified so that less aete8ge is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall Mvertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights.of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described In Paragraph 1 hereof ("the reta ined lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the natal ned lands. 

(B) HORIZONTAL In the event this lease Is In force and effect two (2) years after the expiration date of the primary 0< extended term it 
shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") In each well located on acreage retained 
In Paragraph 16 (A) above, unless on or before two (2) yean~ after the primary or extended term Lessee pays an amount equal to on&-half (112) of the 
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bonus originally paid as consideration for this lease (as specified on page 1 hetaof). If such amount Is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as otl or gas Is produced in 
paying quantrties from such deeper depths covetad by thiS lease. 

(C) IDENllFICATION AND FILING. The surface acreage retained hereunder as to each weU shall, as nearly as practical, be in the f()(m of 
a square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land 01\'ice. Wrthin 
thiny (30) days after partial termination of this lease as provided herein, Lessee shall execute and reoord a release or releases containing a satisfadory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified oopy of same, shall be filed in the General 
Land Office, acx:ompanied by the filing fee prescribed by the General Land Office rules in etred on the date the release Is filed. If Lessee fads or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land 01\'ice, then the 
Commissioner at his sole discretion may designate by written instrument the aCtaage and/or depths to be released hereunder and reoord such 
Instrument at Lessee's expense in the county or counties where the lease is located and In the offiCial records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to proted the o~ and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the fads may justify and shaH use appropnate means and drill to a depth neoessal'f to prevent undue draonage of 
oil and gas from the leased premises. in addition, If oil and/or gas should be produced in commercial quanlities Wlthon 1 ,000 feet of the leased ptamoses, 
or In any case where the leased premises is being draoned by produdion of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premoses shall In good faith begin the drilling of a weU or wells upon the leased premises Within 100 days after the draining weU or wells or the 
well or wells completed within 1 ,000 feet of the leased ptamises start producing In commercial quantities and shall proow~aJte such dnllong With dohgence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfe~ure. Only upon the determination 
of the Commissioner of the General Land Office and with his wntten approval may the payment of compensatory royalty under applicable stalutory 
parameters satisfy the obligation to drill an offset well or wells requitad under this paragraph. 

18. FORCE MAJEURE. If, after a good faith elforL Lessee is prevented from complying with any expness or inplied covenant of this lease, 
from conducting dnlling operations on the leased premises, or from produCing oil or gas from the leased pram- by reason of war, rebellion, riots, 
strikes, ads of God, or any valid order, rule or reguiatton of government authority, then whole so prevented, Lessee's oblogation to comply With such 
covenant shall be suspended and Lessee shall not be Wable for damages for failure to comply with such covenants; addrtionally, thos lease shall be 
extended while Lessee is prevented, by any such cause, from condudJng driling and reworking operations or from producing oil or gas from the leased 
premoses. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in elfed dunng the pm~ary term 
in the absence of such drilling or rewor1<lng operations or production of oil or gas. 

19. W ARRANTY CLAUSE. The owner of the soli warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. if Lessee makes payments on behalf of the owner of the soil under th is paragraph, Lessee may recover the 
cost of these payments from the rental and roya"ies due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire UndiVided surface estate in the above 
described land, whether or not Lessee's interest Is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shan 
be paid to hin in the proportion which his interest bears to the en~re undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shaU be likewise proportionately 18duced. However, before Lessee adJUSts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative mus1 su~ to the Commissioner of the 
General Land Office a wntten statemerrt which explains the dis<:fepancy between the interest purportedly leased under this lease and the aduaJ Interest 
owned by the owner of the soil The Commissioner of the General Land Office shaQ be paid the value of the wllole produdion allocable to eny undivided 
interest not covered by a lease, less the proportionate development and prodUdion cost allocable to such undivided interesl However, in no event shall 
the Commissioner of the General Land Office reoeove as a royalty on the gross production allocable to the undivided interest not leased an emountless 
than the value of one-sixteenth (1116) of such gross produdion. 

(B ) REDUCTION OF PAYMENTS. If, during the prinary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in a.coordance with Natural Resources Code Sedoons 
52.151-52.154, or if, at any tine after the exptration of the prinary term or the extended term, this lease covers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be 18duced according to the number of acres pooled, released, 
sunrendetad, or otherw~se severed, so that payments determined on a per acne basos under the terms of thos lease during the pnmary term shall be 
caicotated based upon the number of aaes outside the boundaries of a pooled unit, or, if after the expiration of the prinary term, the number of aaes 
actually retained and covetad by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water su~able for livestock or irngation purposes 
for waterllood operations without the prior consent of the owner of the soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by ~~ operations to all personal property, 
improvements, livestock and crops on said land. 

23. PIPEUNE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

2A. WELL LOCATION U MIT. No weU shall be drilled nearer than two hundred (200) feet to any house or bam now on saod premises Without 
the wntten consent of the owner of the soil 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree or care and all proper safeguarns to prevent pollution. Wrthout 
limiting the foregoing, pollution or coastal wetlands, natural waterways, rivera and impounded water shall be prevented by the use or containment 
facilities suffioient to prevent spillage, seepage CK ground water contamination. In the event of pollution, Lessee shall UM all means at its disposal to 
recaplure all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drain8Qe pits and tank batteries so as to protect livestodt against toss. damage or injury; and upon 
completion CK abandonment of any wei CK wells. l.essee shan fill and level all slush pits and cellars and completely dean up the drilling slte or an rubbish 
thereon. l.essee shall. willie conducting operations on the leased premises, keep said premises free of all rubbish, cans. botlles. paper cups CK gart>age, 
and upon completion ol operations shal restCKe the surface of the land to as near b original condition and cootours as is practicable. Tanks and 
equ~ will be kept painted and presentable. 

ze. REMOVAL OF EQUIPMEHT. Subject to limitations in this paragraph. Lessee shall have the nght to remove machinery and fixtures placed 
by Lessee on the leased premises, lndudong the right to draw and remove casing, within one hundred r-nty (120) days after the expiration or the 
termination or this lease unless the owner of the soil grants Lessee an extension or this 12lklay period. However. Lessee may not remove casing from 
any well capable or producing oil and gas In paying quantities. Addlionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land 01foce and to the owner of the soil. The owner or the soil shall become the owner or any machinery, 
fixtures, or casing wtoich are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 or this lease. the rights and estates of erther 
party to this teaM may be assigned. In whole CK In part, and the provisions of this lease shall eldend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change CK division In ownership or the land, rentals, CK royalties will not enlarge the ObllgatJons of 
Lessee, diminish the rights, privileges and estates or Lessee, impair the effec:tiveness of any payment made by Lessee CK impair the effectiveness or any 
act performed by Lessee. And no change CK division In ownership of the land, rentals, CK royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (CK his heirs, devisees, legal repreMntatlves CK assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, Including the original recortled muniments ol title (CK a certified copy of such originaQ when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shaD, to the extent of the interest assigned. relieve and discharge Lessee or all subsequent 
obligations under this lease. If this leaM is assigned In its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, accortling to the area of each. and failure by ono CK more of them to pay his share of the rental shall not atrect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignCK or assignee does not file a certified 
copy of such assignment In the General Land Oftic:e before the next rental paying date. the entire lease shall tennlnate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. fiabil~les. and penenies owed to the State by the 
original lessee or any prior assignee of the lease, lnduding any liabilitietl to the State for unpaid royalties. 

(B) ASSIGNMENT U MIT A noN. Notwithstanding any provision In Paragraph 27(a), if the owner of the soil aoqulres this lease In whole CK 

In part by assignment without the priCK written approval of the Commissioner of the General Land 01foce, this lease Is void as of the time of assignment 
and the agency power of the owner may be rorteaed by the Commissioner. All assignment will be treated as if l were made to the owner of the soil if the 
assignee Is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stodtholder or is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the soil is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which Ia the owner of the soil; 
(5) a partner or employee In a partnership which Is the owner of the soil; 
(6) a fiduciary for the owner of the soil; Including but not limited to a guartlian, trustee. executor, administrator, receover, or conMrvator lor the 
owner of the soi; or 
(7) a family member of the owner of the soU CK related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the cond~ions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of recortl a releaM or releaMs covering any portion CK portions of the leased premises, and thereby surrender this lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acnt8Qe surrendered. If any part of this lease Is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendlered acreage bears to the acreage which was covered by this leaM 
immediately priCK to such surrender, however, such rele&M will not relieve Lessee of any liabilities which may have accrued under this leaM prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this le&M is assigned Of released, such assignment CK release must be 
recortled In the county where the land Is s~uated, and the recortled instrument. or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recortled. must be filed In the General Land 01foce within 90 days of the last execution date aocompanled by the 
prescribed filing fee. If any such assignment is not so filed, the rights aoqulred under this teaM shall be subject to forfekure at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been Included In this lnstrumen~ 
Including the statement of the true consideration to be paid for the exeCIJtlon of this leaM and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises wtolch are not contained In this leaM render this lease Invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the Stale a fiduciary duty and must fully dlsclo!WI any facts affecting the State's Interest in 
the leased premises. When the interests of the owner of the soil conflict with thoM of the State. the owner of the soil Is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall fall CK refuse to make the payment of any sum within thirty days after k becomes due. or if Lessee CK an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shaD fail or refuse to dnll any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, CK if Lessee 
should tail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, CK the Railroad Commission, or if Lessee should refuse the proper authority aocess to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuM to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well. or if Lessee shall knowingly violate any or the material provisions of this lease, or if this lease is assigned and the 
assignment Is not filed in the General Land Office as required by law. the rights aoquired under this leaM shall be subject to lorfe~ure by the 
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Commissioner, and he shall forfe~ same when suffiCiently informed of the facts which authorize a forfe~ure , and when forfe~ed the area shall again be 
subject to lease under the terms of the Relinquishment Ad. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operacion of law or by reason of any speclallim~tion arising hereunder. Forfeitures may be set aside and this lease and an t1ghts thereunder 
reinstated before the rights of another intervene upon sgrisfactory evidence to the Commissioner of the General Land Office of Mure compUanoe with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEH. In aa:ordanoe with Texas Natural Resources Code 52.136. the State shaU have a first lien upon an oil and gas produoed from the 
area covered by this lease to seaJre payment of aU unpaid royalty and other sums of money that may become due under this tease. By acceptance of 
this lease. Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52. 136 and any other applocable statutory lien, an 
exPress contractual lien on and seaJrity interest In all leased m inerals in and ex!racted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all roya~ies or other 
amounts due or to become due under this lease and to seaJre payment of any damages or loss that Lassor may suffer by reason of Lessee's breach of 
any covenant or cond~ion of this lease, whether express or Implied. This lien and seaJrity Interest may be foreclosed with or without court proceedings In 
the manner provided In the n1e 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and rela ting to Lessee's activities upon the above-Oescribed property or from Lessee's acquisition of this lease. 
Should the Commissioner a1 any tl:ne determine that this represenla1ion is not true, then the Commissooner may declare thos lease forfeed as provided 
herein 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this lease With any other 
leasehold or mineral lnlerest for the exploration, development and production of oil or gas or e~her of them upon the same terms as shan be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the lnlereat of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees thai the inc;Juslon of this provision In this lease sabsfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. lessee hereby releases and discharges the State of Texas and the owner of the soil, theif offioers, employees, partners, 
agents, contractors, subcontractors, guests, lnv~ees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, lnc;Judiog enVIronmental harm, for which recovery of damages Is sought, Including. but not limited to, all losses and 
e)(penses which are caused by the adlvities of lessee, its officers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be oa:asioned by Lessee's breach of any of the terms or provisoons of thos 
Agreement, or by any other negligent or stnctly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil , their offioers, employees and agents, their successors or assigns, against any 
and all claims, liab~~ies . losses, damages, actions, personal injury (inc;Juding death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory inc;Judlng tort, contract, or strict liabil~. lnc;Juding attomeys' foes and other legal expenses, lnc:Juding those related to 
environmental hazards, on the leased premises or In any way related to Lessee's fa~ure to comply with any and all environmental laws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from Lessee's use of the 
surface of the leased premises: and those tha1 may anse out of or be occasioned by Lessee's breach of any of the terms or proviSIOnS of this Agre«nent 
or any other act or omission of lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, lnvrtees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be loable for, exonerate, indemntfy, defend and 
hold harmless the State of Texas and the owner of the soil, their offioers, employees, and agents in the same manner provided above in connectJon With 
the activi!Jes of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY UIIIITE.O HERE.IN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARO TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE<XISTING CONDITIONS), STRICT UABIUTY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent oontamlnatoon or 
pollution of any environmental medium, lnc;Juding soli, surface waters, groundwat81', sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant, or contaminant Lessee shall not bnog or pennt to remain on 
the leased premises any asbestos contaoning male rials, explosives, toxic ma1enals, or subs~<! noes regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term 'Hazardous Substance' is defined in the ComprehensiVe Envororvnental Response, Compensatoon and Uabdrty Ac1. 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ('Hazardous Matenals'), except 
ordinary products commonly used in connedlon With oil and gas exploration and development operatoons and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTTTlJTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, UABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASEO PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
A CTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECENING A NOTICE FROM ANY 
GOVERNM ENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the ReNnqu1shment Ad, and other applicable sta1utes and amendments thereto, and if any provision In this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the lessee before ~ is filed of record in the county records and 
in the General land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Cieri< in any county in which all or any part of the leased premis«s is located, and certified copies thereof must be filed in the General land 
Of!ice. This lease is not effective until a certified copy of this lease (which is made and certified by the County Cieri< from his records) is filed in the 
General land Of!ice in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless ft 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the presaibed filing fee shaU 
accompany such certified copy to the General land Office. 

Trtle: Bruce W . Hunt. 

Date: ()2./y/.oc, 

STATE~TEXAA' 1 ~/ 
BY: . ~LU 0 

M(,{ . Chapma~ 
Individually and as agent for the tate of Texas 

Date: I~,; )-OG:, 

STATE OF TEXAS 
BY: ______________________________ __ 

Individually and as agent forthe State of Texas 

Date: -----------

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

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent for the Slate of Texas 

Date:------------

STATE OF TEXAS 
BY: ____________________________ ___ 

Individually and as agent for the State of Texas 

Date: -----------

copy of 
Ongtnal filed in 
Reeves County 

Clerks Office 



. . I. 

STATEOF • 1t.'£Q..~ 

COUNTY OF ""\)~\\a,<;, 
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(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared _tO..;.;;...Y...,u,u;....;;._\}0-=;:o....:.·_\-\7 \).:::....:M_,_ __________ _ 

known to me to be the person whose name is subscnbed to the foregoing instruments as _,S?x ....... ..,t!>=I_,~=:.:!'±C!...l'---------------
of \Q.\!e>~ \\\Jl"\ , LL ~ and acknowledged to me that he 

PAGE 

.. , 

executed the same for the purposes and consideration therein expressed, In the capacity stated. and as the act and deed of said oe!f!;ralle~ tc.m~~ . 

'''"'"'"'"'"""'~*::b j • · ~- · · · · D' 
Given under my hand and se~~or~;i.;t... '\ day of ~ . 20 __ ....,_. 

1 ~ ...... ...... ~ ~~. ··P.J.% ~ "'-<... . ~ 
g "> ... f ·-=-t •• / c. ... ~ ~Q.....,.y (Y\. ~ I ( ~ ~ ., ) ; -No_ta..cry=Pu::;.b;;;.;lic:..i==n ~and=-fo-'r'-'-'{1):....--a-Y.---0--~=--+-----
" ·. ~ +"' : ;; --'"--='-'--""--"--------
\ .... ,.~OF 1~ .... I 

\ ···. f'.tp iR~~ .. ·· ~ -
1 

~ o ... ...... · · o~ ~tj 
STATE OF e y el S ,,,,,,,

11 
6 . 24.'l0 "'''''''' (INDIVIDUAL ACKNOWLEDGMENT) 

<({4?itHUIIIl ll"\\\\ 

COUNTY OF Au St ; n 

BEFORE ME, the undersigned authority. on this day personalty appeared _J.M.!..u:c.o.·· .L.c;.~k,__.A::~...-"'C......zhJ.<c.J.''fnL<trrn..lLJQQ... _________ _ 
I 

known to me to be the persons whose names are subscribed to the foregoing Instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

.., ,.,, t, ) 
Given under my hand and seal of office thiS the~ day of __,-..J..l.tl!JO::u.<.:::..· CI..I•..Lc..;y':f-_--~ 20.aL.._ 

LOIS KRENEK 
Notal'( Public, State of Texas 

My Commlu ion Elq>lros 
November 10. 2007 

STATE OF ___________ _ 

COUNTY OF ________ _ 

Notary Public In and for 1./u rt , , Cc " "-. li#; I 
I 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared'-------------- --------

known to me to be the persons whose names are subscribed to the foregoing Instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ___ day of ---------• 20 _ _ 

Notary Pubhc In and for-------------

STATE OF---------------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _____________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared ________ _____________ _ 

known to me to be the persons whose names are subscribed to the foregoing instrument. and acknowledged to me that they executed the same tor the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ___ day of--------~ 20 __ • 

FILE NO. 1009 

Notary Public In and for ___ _________ _ 

00 PI<IMSIOi< HUO·It. \\ ~· I' • .. - l ~t~ II_ 
011 US£ Of THE DESCR:B£0 ,.[;,, i ·I~• F; ;1 ~t::J.US£ ~ COtOft 
OR RACliS l tlVAUD ANti UNrN;u.,.:i.;b,f Ultl"'~ fHif iiA!. 
lAA' 

- -

FILED FOR. B.EC01U> 0 11 'l'BE 27TH DAY OF_.......::F..=E:..::B::..::R~U::..::AR=Y=-------A.D. 2006 3 : 25 p • K . 

DULY 28TH DAY OF __ =..FE=·=..B=..:R..:.U=..:AR:...;Y.::...... _____ A.D. 2006 11:00 A. K. 

U.v.'DEl'UTY 
--~~-=~~.-~~~-

DIANlfE 0. FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tne above and foregoong s a full true and correct photog•aph c copy of the 
ong na record now 1n my lawful custody and possesston. as tne~cu:n~ IS 
ftledlrecord~ 1n the publ>e r~ords of m_11 oHICe found 1n VOL I Z ':J 
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FILE/I 1351 

General Land Olllc:e 
Rellnqulohment Act Leau Fonn 
ReviMd, September 1997 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON YOU MAY 
REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT 
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY 
NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

~\)t ~~!~~of (Eexas 
g "' 41 y. 

:z: > 
1- "' . . .. ·.· .. 

~ustin , 'atexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this.l2111 day of ,.,Ja.,_n .... u.wartCL-------~·.lllQ!L_ • between the State ofTexas, actng 

by and through ib agent, 0K..,ellll!y..J.H.~o. .... B,.axt~er _ ____________________ ______ _ _ _ 

of P 0 Box 1649 AusJin. Texas 78769 

(Give Pennanent Addreu) 

said agent herein referred to as the owner of the soil (whether one or more), and t:PJ~;etwro-O!:Huu!l!nl1t...!L.!.L1<C _________ _______ _ 

of 1601 Elm Street. SuHe 3400 Pallas. TX 75201-7201 

(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid, kl!j)l and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, tor 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease. the folowing lands 
s~uated In Reeves County, State of Texas, to-wit: 

West-Half of the NorthEast Quarter of Section 40 Block 58, Public Sdlool Land Survey; 

containing ll80ll_ ____ _ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: One Thousand Five Hundred and No/100 

Dollars ($1 500 00 ) 

To the owner of the soil: One Thousand F!ye Hund!Jd and No/100 

Dollars ($1 500 00 l 

Total bonus consideration: Three Thousand Dollars and No/100 

Dollars ($3 QQQ 00 ) 

The total bonus consideration paid represents a bonus of .1.Thl!!ree.5!2.lJH.11JUodLJ!!!lredii!Lial!Jnl!l.d.£Nillo/!.Jl.Y.OOl!-_______________ _ ___ _ 

- - ------------- Dollars ($300 00 ) per acre, on ..,10.._ ___ _ net acres. 

2. TERM. Subject to the other provisions In thi:l lease, this lease shall be for a term of Three !3) years from 
this jate (honain called "primary term') and as long thereafter aa oil and gas, or e~er of them, Is produced in paying quantities from said land. As used 
in U1is lease, the term "produced in paying quantities' means that the receipts from the sale or other authorized ca.'l.nerc:ial use of the substanoe(s) 
covered exceed oul of pocket operational expenses for the six months last pasl 

l 

--_.--, 
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3. DELAY RENTALS. If no well is commenced on tne leased premises on or before one ( 1) year from this date. thiS lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his aedft In the Jl11S IS A PAID-UP L.EASE 

------,-.,.,----,...-.,..,---.,.-....,.-- Bank. at 
or fts successors (which shall continue as the deposMory reg-=-ard=le-ss--:o7f ch=a-n-=-ges:-:-1;-n-::the;---:-own---:e:-rs:-:h:-:-ip~of;-sa-:-:-ld~l:-an-d::-):-, t::-he_a_m_o-un-:t-s-pecified-..::--:~be--:-low:-,71n_a_dd=itlo~n. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTlN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a -11 for 
one (1) year from said date. Payments under this paragraph shaU be in the following amounts: 

To the owner of the solluu:>-----------------------------

Total Delay Rental: U!!l-----------------------------­
~~rs u!W~A~---------J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for suooessiV8 penods of one (1) 
year each during the primary term. AU payments or tenders of rental to the owner of the soot may be made by checl< or sight draft of Lessoe, or any 
assig,_ of this lease, and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its suoc:esso< bank) should 
cease to exis~ suspend business, liquidate, fa~ or be sucx:eeded by another bank, or for any reason fa~ or refuse to acx:ept rental, t.esaM shaU not be 
held In defau~ for fa~ure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessoe a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon produdion of oil and/or gas, Lessee agrees to pay or cause to be paid one-half ( 112) of the royally 
provided for in this lease to the Commissioner of the General Land Offioe of the State of Texas, at Austin, Texas, and oi'MHlalf (112) of such royally to the 
owner of the soil: 

(A) OIL Roya~ payable on oil, which is defined as Including all hydrocarbons produced In a liquid form at the IT10Uih of the _. 8nd also 
as all condensate, dis~tate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipme~ as heftlinall8( pnMded, 
shall be .18.._part of the gross production or the marl<et value thereof, at the option of the owner of the soil or the Commi5sioner of the Generel Land 
Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, dlltllale, or OCher liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof oltenld or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever Is the greater. ~ agrMS tMt before 
any gas produced from the leased premises Is sold, used or processed in a plant, ~will be run free of cost to the roya~ owners through an edequate ~ 
and gas separator of conventional type, or other equipment at least as efficient, so that aU liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royally ownets upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Roya~ on any gas (including flared gas), which Is defined as all hydrocarbons and gaeous sut.tanoes 
not defined as oil in subparagraph (A) ebove, produced from any - 11 on aald land (except as provided herein wfth respect to gas ~ In a plant 
for the extraction of gasoline, liquid hydrocarbons or other products) shal be 1.1!...__ part of the gross production or the market value thereof, at the 
option of the owner of the sotl or the Commissioner of the General Land Offioe, such value 10 be based on the highest martr.et price peid or oltenld for 
gas of comparable qual~ in the general area where produced and when run, or the gross price paid or olrered to the producer, whichever is the greater; 
provided that the maxlmum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square Inch ebsolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheh, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the tirne of testing. 

(C) PROCESSED GAS. Roya~ on any gas processed in a gasoline plant or other p~nt for the recovery of gaaolone or other liquid 
hydrocarbons sha.ll be 114 part of the residue gas and the liquod hydrocarbons extracted or the marl<et value thereof, at the Ofltlon of the owner 
of the soil or the Commissioner of the General Land Offioe. All roya~ies due herein shall be based on one hundred pert:ent (100%) of the tOial p~nt 
production of residue gas attributable to gaa produced from this lease, and on fifty pert:ent (50%), or that percent accruing to~. whichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this tease: provided that if liquid hydrocarbons are 
recovered from gas~ In a plant in which lessee (or its parent, subsidiary or afliliate) owns an lnteres~ then the pert:entage applicable to liquid 
hydrocarbons shall be fifty percent (SO%) or the highest pert:ent accruing to a third party processing gas through such plant under a prooassing 
agreement negotiated at arm's length (or if there Is no such third party, the highest pert:ent then being specified in~ &greM180ls or con1n1c:ts in 
the industry), whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest martr.et 
price paid or olrered for any gaa (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or oflered for such residue 
gas (or the weighted average gross selling price for the respective grades of roquid hydrocarbons), whichever is the greater. In no even~ howe-. shaD 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been ~ . 

(D) OTHER PRODUCTS. Roya~ on carbon blac:k, sulphur or any other products produced or manufactured from gas (excepting hquld 
hydrocarbons) whether said gas be 'casinghead,' 'dry, • or any other gas, by fractionating, burning or any other processing shal be 1/4 part of 
the gross production of such products, or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General Land Offioe, 
such marl<et value to be determined as follows: 1) on the basis of the highest marl<et price of each product for the same month in which such product Is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced; whichever Is the 
greater. 

5. M INIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royattles paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of th is lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amoun~ then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any tme or from lime to lime, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than alxly (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take Its royalty In kind shall not diminish or negate the owner of the soirs or the Commissioner of the General Land Office's rights 
or Lessee's obligations, whether express or Implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (Including those paid In kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready tor sale or use. Lessee agrees to compute and pay royalties en the gross value received, Including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant Notwithslanding any other provision of this lease, and subject to the written consent of 
the owner of the soli and the Commissioner of the General Land Office, Lessee may recycle gas tor gas lift purposes on the leased premises 0< for 
Injection into any oR or gas producing formation underlying the leased premlsel after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recycled gas until ~ Is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

i . ROYALTY PAYMENTS AND REPORTS. All roya~les not taken In kind shall be paid lo the Commissioner of the General Land Office at 
Austin, Texas, In the following ma.:nner. 

Payment of royalty on production of oil and gas shall be as provided In the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
Is due and must be received In the General Land Office on 0< before the 5th day of the second month sua:eeding the month of production, and royalty 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month sua:eedlng the month of production, 
accompanied by the affida~ of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and dlspollitlon of all oil and gas produced and the mar1<et value of the oU and gas, together with a copy of all documents, 
records or reports continnlng the gross production, disposition and mar1<et value Including gas meter readings, pipeline receipts, gas line receipts and 
other ched<s or memoranda of amount produced and put Into pipelines, lanks, or pools and gas lines or gas storage, and any other reports or recorda 
which the General Land Office may require to verify the gross production, dis~~<»~ and mar1<et value. In all ca- the authority of a manager or agent 
to ad for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by 1 check stub, schedule, summary 
or other remittance advice ahowing 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 thirty (30) days after the royalty payment was due, then ~ owes a penalty of 5% on the royalty or $25.00. whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due 0< $25.00 whichevef Is greater. In add~ 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such Interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Affida~ and supporting documents which are not filed wtlen due shall Incur a penalty In an amount set by the General Land Office edministrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear al responsibility tor paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shal in no W8Y operate to prohibit the State's 
right of forfeiture as provided by law nor ad to postpone the date on which royalties were originally due. The above penalty provisions shall not apply In 
cases of title dispute as to the Slate's portion of the royalty or to that portion of the royalty In dispute as to fair mar1<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying thillease or allocable to this lease and shall furnish aald Commlulonec' with copies of 
all contracts under which gas Is sold or processed and aU subsequent agrwments and emendment.a to such contracts within thirty (30) days after 
entering into or making such contrads, agreements or emendments. Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and recorda pertaining to the production, 
transportation, sale and mar1<eting of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all weits, 
tanks, pools, meters, and pipelines shall at all times be subject to Inspection and examination by the Commissioner of the General Land Office, the 
Allomey General, the Governor, 0< the represenlative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the 
General Land Office by Leasee or operator five (5) days before apud date, wor1<over, re-entry, temporary abandonmenl or plug and abandonment of any 
well or wells. Such written notice to the General Land Office shall Include copies of Railroad Commission forms tor application to drill. Copies of well 
tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad 
Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and ltlat are submitted 
lo the Texas Railroad Commisslon or any other governmental agency shall Include the word ·slate• In the title. Add~alty, In acoordance with Railroad 
Commission rules, any aignage on the leased premlsel for the purpose of ldenllfying wells, lank batteries or other associated Improvements to the land 
must also Include the word •State: Lessee ahaU supply the Genetal Land Office with any records, memoranda, aooounts, reports, cuttings and cores, ()( 
other information relative to the operation of the a~ premiles, which may be requested by the General Land Office, in addition to thole 
herein expressly provided for. Lessee ahall have an electrical and/or radioactMty survey made on the bore-hole aedion, from the bue of the aurface 
casing to the total depth of well , of all wells drilled on the above described premises and shall transm~ a true copy of the log ot each survey on each well 
to the General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, doa.ments or other materials are not filed In the General Land Office 
when due. The penalty for late tiling ahall be set by the General Land Office admlnlatrative rule which Is effective on the date when the materiail were 
due in the General Land Offoce. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of Otl or gas on said land, Lessee should drill a dry hole or holes thereon, 0< if during the primary term hereof and after the discovefy and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shaD not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
rewor1<1ng operations thereon, or pays or tenders the next annual delay rental in the same manner as provided In this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease tor any cause, 
Lessee's rights shal remain In full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
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production In paying quantities at the eJCpiration of the primary tenn, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary tenn as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above desaibed land be completed as a shut..Jn oil or gas well within the primary tenn hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expira tion of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this lease shaU Ipso facto tenninate. If at the 
expiration of the primary tenn or any time thereafter a shut-in oil or gas well Is located on the leased premises, payments may be made In accordance 
with the shut-in provisions hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary tenn, neither oil nor gas Is being 
produced on said land, but L- ia then engaged in drilling or reworklng operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworklng of any additional wells are prosecuted In good faith and In workmanlike manner without lntenuptions totaling more 
than sixty (60) days during any one such operation, and if they resuK In the production of oil and/or gas, so long thereaner as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-ln oil or gas well royalties or compensalory royalties is made as provided In this lease. 

13. CESSA noN, DRJWNG, AND REWORKING. If, after the eJCplration of the primary lenn, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause. this lease shall not terminate if Lessee convnences additional drifting or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain In full force and effecl for so long as such operations continue In good 
fa~h and In workmanlike manner without intenuptions totaling more than abcty (60) days. If such drilling or reworklng operations resuK in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royaKies or payment of compensatory royaKies Is made as provided herein or as provided by law. If the drilling or reworking 
operations resun in the completion of a well as a dry hole. the lease will not tennlnate If the t.essee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well aa a dry hole, and this lease shall remain in effecl so long as Lessee continues drilling or 
reworking operations in good faith and in a workmanlike manner ~hout lntenuptions totaling more than sixty (60) days. Lessee shall give written notloe 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT..JN ROYALTIES. For purposes of this paragraph, -weu· means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary tenn of a lease that, until being shut in, was being 
maintained In force and effect, a well capable of producing oil or gas In paying quantities is located on the leased premises, but oil or gas is not being 
produced for lac~( of suitable production facilities or lacl( of a suitable market, then Lessee may pay as a shut-In oil or gas royaKy an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay renlal amount, then for the purposea of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effecllve, each initial shut-In oil or gas royaKy must be paid on or before: (1) the expiration of the primary tenn, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
~h the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and on&­
half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease ahall be considered to be a producing lease and the payment shall 
extend the tenn of the lease for a period of one year from the end of the primary tenn, or from the first day of the month following the month In which 
production ceased, and, after that. if no suitable production facilities or su~ble market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the eJCpiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the penod the lease is kept In effecl by payment of the shut-in oil or gas royaKy, oil or gas Ia 
sold and delivered In paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir, or In any case In which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royaKy shall cease, but 
the lease shall remain effective for the remainder of the year for which the royaKy has been paid. The Lessee may maintain the lease for four more 
sucx:essive years by Lessee paying compensatory royalty at the royaKy rate provided In the lease of the market value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of lhe General Land Office and one-half (112) to the owner of the soil , beginning on or 
before the last day of the m onth following the month In which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royaKy paid In any 12-month period 
Is an amount less than the annual shut-in oil or gas royaKy, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royaKy payments which are not timely paid will accrue penaKy and interest In accordance with Paragraph 9 of this 
lease. None of these provisions will relieve L.essee of the obligation of reasonable development nor the obligation to drill offset - lie as provided In 
Texas Natural Resources Code 52.173: however, at the detennination of the Commissioner, and with the Commissione(s written approval. the payment 
of compensatory royaKies can satisfy the obligation to drill oftset wells. 

15. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee ahall exercise the d iligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon . 

(A) VERnCAL In the event this lease Is in force and effect two (2) years after the expiration date of the primary or extended tenn ft shall 
then tennlnate as to all ·of the leased premises, EXCEPT ( 1) 40 acres aurrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (Including a shut-in oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged in continuous driUing or reworking operations, or (2) the number of acres included in a producing pooled un~ 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any sua:essor 
agency, or other govemmenlal authority having jurisdiction. If at any time after the effeclive date of the partial tennination provisions hereof, the 
applicable field rules are changed or the well or wells loca1ed thereon are reclassified so that less acreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon tenninate as to all acreage not thereafter allocatad to said well or wells for production purposes . 
Notwiths tanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes desaibed In Paragraph 1 hereof, together ~h easements and rights-of-way for 
existing roads, existing p ipelines and other existing facilities on, over and across all the lands described In Paragraph 1 hereof ("the reta ined lands"), for 
access to and from the relained lands and for the gathering or transportation of oil, gas and other minerals produced from the relained lands. 

(B) HORJZONT AL In the event this lease is in force and effecl two (2) years after the expiration date of the primary or extended tenn it 
shall further tenninate as to all depths below 100 feet below the tolal depth drilled (hereinafter 'deeper depths') in each well located on acreage relalned 
in Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended tenn Lessee pays an amount equal to one-half (112) of the 

.. --, 
.. \ 
~ . 

rue and Correct 
copy of 

0 gtnal filed in 
R eves County 

Clerks Office 



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

•• • • • • • •• 

•••• • • • • 

BOUK 7 26 PAGE 602 

• l 

bonus originally paid as consideration for this tease (as specified on page 1 hereof). If such amount is paid, this tease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an add~ional period of two (2) years and so long thereafter as oil or gas is produced In 
paying quant~les from such deeper depths covered by this tease. 

(C) IDENTIFICATION AND FlU NG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of 
a square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Wrthin 
thirty (30) days after partial termination of this tease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release Is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his SOle disctetion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the tease is located and In the ollicial records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Ne~er the bonus, delay renta ls, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-desaibed land from being drai ned. Lessee, sublessee, receiver or other agent In control of the leased 
premi56S shall drill as many wells as the facts may justify and shall use appropriate means and drift to a depth necessary to prevent undue drainage of 
oil and gas from the teased premises. In addition, If oil and/or gas should be produced in commercial quantities within 1,000 feel of the leased premises, 
or In any case where the leased premises Is being drained by production of oil or gas. the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall In good fa~ begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such driiUng with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency righta to forfe~ure . Only upon the determination 
of the Commissioner of the General Lend Office and with his Wlitten approval may the p1yment of compen11tory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph 

1 a. FORCE MAJEURE. If, after a good fa~ effort, Lessee Is prevented from complying with any express or mplted covenanl of this lease, 
from conduding drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebeU'10n, riots, 
strikes. acts of God, or any valid order, rule or regulation of government authority, then willie so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shah not be liable for damages for failure to comply with such covenants: additlonaly, this lease shall be 
extended willie Lessee Is prevented, by any such cause, from conducting driling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals In order to maintain this lease in effect during the primary term 
in the absenoe of such drilling or reworidng operations or production of oU or gas. 

1g, WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soU defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and roya~ies due the owner of the soli. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's lntereslls specified herein, then the royalties and rental herein provided to be paid to the owner of the sool aha I 
be paid to hm In the proportion which his Interest bears to the entire undivided surface estate 1nd the roylltles and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his 1uthof1zed representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy belwMn the Interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Oflloe sh1P be paid the value of the whole production Illocable to any undivided 
interest not covered by a lease, tess the proportionate development and production coat allocable to such undivided Interest. However, in no event shan 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided Interest not leased an amount tess 
than the value of ontHixteenth (1116) of such gross production . 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease Is Included within the boundaries 
of a pooled unft that has been approved by the School Land Board and the ownor of the soil In accordance with Natural Resources Code Sections 
52.151·52.154, or If, at any time after the expiration of the primary term or the extended term, this lease covers a teaser number of acniS than the total 
amount desaibed herein, payments thai are made on a per acre basis hereunder ahaU be reduced according to the number of acres pooled, releued, 
surrendered, or othetwlse severed, so that payments determined on a per aete basis under the terms of this lease during the primary term shall be 
calculated bued upon the number of acres outside the boundaries of a pooled unk, or, if after the expjration of the pMiary term, the number of aaes 
actually retained and covered by this tease. 

21. USE OF WATER. Lessee shan have the right to use water produced on 111d land necessary for operations under this lease except water 
from -us or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for lovestodt or irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by ~· operotions to all personal property, 
mprovements, llvestodt and crops on said land. 

23. PIPEUNE DEPTH. When requested by the owner of the son, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION L IMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises Without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area. Le$$88 shall use the highest degree or care and all proper saleguards to prevent pollution. Without 
llmHing the foregoing, pollution of coastal wetlands. natural waterways, river3 and Impounded water shall be prevented by the use of conlalnment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Le$$88 shall use all means al its disposal to 
recapture all eacaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Le$$88 shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so u to protect livestock against loss, damege or Injury; and upon 
completion or abandonment of any well or welts. Lessee shall flU and level all slush pits and cellar3 and completely dean up the drilling sHe of all Nblbish 
thereon. Lessee shall. while conducting operations on the leased premises, keep said premises free of all Nblbish, cans. bottles, paper cups or galbage, 
and upon completion of operations shan restore the surface of the land to as near its original condHion and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limHations In this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner or the soli grants le$$88 an extension of this 12Cklay period. However. Lessee may not remove casing from 
any well capable of producing oil and gaa in paying quantities. AddHionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Convnissioner of the General Land Office and to the owner of the aoll. The owner of the soil shaft become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates or eHher 
party to this lease may be assigned, In whole or In part. and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, suocessors and assigns. However, a change or division In ownership of the land, rentals, or roya~ies will not enlarge the obligations or 
Lessee, diminish the rights, privileges and estates of Lessee, Impair the effectiveness or any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or roya~les shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devl- . legal representative• or aaslgna) furnishes the Lesaee with satisfactory written evidence of the change 
In ownership, Including the original recorded munlments of !Hie (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease It assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not flle a certified 
copy of such assignment in the General land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall suc:oeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any liabllillet to the State for unpaid royalties. 

(B) ASSIGNMENT LIMIT A noN. Notwithstanding any provision in Paragraph 27(a). if the owner or the soil acquires this lease In whole or 
In part by assignment without the prior written approval or the Commissioner or the General Land Offtee, this lease is void as of the time of assignment 
and the agency power of the owner may be forfe~ed by the Commissioner. An aSIIgnment will be treated as If~ were made to the owner of the soil If the 
assignee Is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In which the owner of the soil is a principal stockholder or Is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the soil is a partner or It an employee of 1uch a partnership; 
(4) a principal stockholder or employee of the corporation which It the owner of the soil; 
(5) a partner or employee In a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soli; Including but not llm~ed to a guardian, trustee, ex80Jtor, administrator, receiver, or conservator for the 
owner or the soli; or 
(7) a family member of the owner of the soil or related to the owner of the soli by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soU and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all tubsequent obligations as to acreage sumtndered. If any part of this lease is properly sumtndered, the 
delay rental due under this lease shall be reduced by the proportion that the sumtndered acreage bears to the acreege which was covered by this lease 
Immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

2g. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any part of this lease Is assigned or released. such assignment or release must be 
recorded In the county where the land is tHuated, and the recorded Instrument, or a copy of the recorded Instrument certified by the County Clerk of the 
county In which the lnstNment is recorded, must be filed in the General Land Office within 90 days of the last execution date aooompanled by the 
pnssctibed filing fee. If any such assignment is not ao flied. the rights acquired under this lease shall be subject to forfe~ure at the option of the 
Commissioner of the General Land Of'fice. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the abo~escribed land have been Included In thlt lnstNment, 
Including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained In this lease render this lease Invalid . 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a flductary duty and must fully disclose any facts affecting the State's interest In 
the leased premises. When the Interests of the owner of the soil conftict wHh those or the State, the owner of the soil is obligated to put the State's 
Interests before his personal interests . 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum wHhln thirty days after H becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning produdlon or drilling, or if Lessee shall fall or refuse to drill any 
offset well or wells In good faHh as required by law and the rules and regulations adopted by the Commissioner of the General land Office. or if Lessee 
should fail to file reports In the manner required by law or fa il to comply with rulea and regulationa promulgated by the General Land Office, the School 
Land Board, or the Railroad Convnisslon, or if Lessee should refuse the proper authorky access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or If Lessee shall knOWingly violate any of the material provisions of this lease, or if this lease Is assigned and the 
assignment Is not flied In the General Land Office as required by law, the rights acquired under this lease thall be subject to forfeiture by the 
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Commissioner. and he shall forfea same when sufficienlly Informed of the fads which aulhonze a forfe~ure, and when forfe~ed the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any speclal limitation arising hereunder. Forfeitures may be set aside and this lease and an rights thereunder 
reinstated before the rights of another Intervene upon satisfactoty evidence to the Commissioner of the General Land Offlc:e of future compliance ~h 
the provisions of the law and of this ~ease and the rules and regulations that may be adopted relative hereto. 

33. UEN. In accordance with Texas Natural Resources Code 52.136, the Stale shall have a first lien upon aU oH and gas produced from the 
area covered by this lease to seaJre payment of all unpaid royalty and other sum a of money that may become due under this lease. By .c:c:eptanc:e of 
this lease, Lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable staMoty lien, an 
express contractual lien on and security Interest In all leased minerals In and extracted from the leased premlsM, an proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royallles or other 
amounts due or to become due under this lease and to S8Cllre payment of any damage• or loss that Lessor may sutler by reason of Lessee's breach of 
any covenant or cond~lon of this lease, whether express or implied. This lien and security Interest may be foreclosed with or without court proceedings In 
the manner provided In the rrtle 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby repreMnts that there 
are no prior or superior liens arising from and relating lo Lessee's adivllles upon the above-described property or from Lessee's acquisition of this leaM. 
Should the Convnissloner at any time determine that this representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this leaM with any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or eaher of them upon the same tenns as ahall be approved 
by the School Land Board and the Commissioner of the General Land Offlc:e for the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151·52.15-4. The owner of the soil agrees that the Inclusion of this provision in this leaM satisfies the 
execution requirements stated In Texas Natural Re.ources Code 52.152. 

35. INDEMNITY. Lessee hereby releaMs and discharges the State of Texas and the owner of the soil, their ol!ic:ers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from aU and any actions and cauMs of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages Is sought, Including, but not limitBd to, aU losses and 
expenses which are caused by the adivllles of Lessee, fts ol!ic:ers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provlslona of this 
Ag,_..,.nt. or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend a.nd hold harmless the State of Texas and the owner of the soil, their ofllc:ers. employees and agents, their aucceaaors or assigns, against any 
and aH claims, liabillles, loues, damages, actions, personal injury (Including death), coats and expenses, or other harm for which ret:ll:1YWY of damages 
Is sought, under any theory including torL contract. or strict liability, lnduding attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and aU environmental lllwa; thOM ariaing 
from or In any way related to Lessee's operations or any other of Lessee'a activities on the leased premises; those arising from Lessee'• use of the 
surface of the leased premises; and thOM that may arise out of or be occasioned by Leaaee'a breach of any of the terms or provisions of this Ag,_..,.nt 
or any other act or omission of Lessee, as directors, ol!ic:ers, employees, partners, agents, contractors, subcontractors, guests, lnmees, and their 
respedlve successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soli, their ol!ic:ers, employees, and agents In the same manner provided above in connection with 
the activllles of Lessee, its ol!ic:era, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY U IIITED HEREIN, ALL OF 
THE INDEMNITY OBUGATIONS ANO\OR UABIUTlES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOVT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXJSTlNG CONDmONS), STRICT UABIUTY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGEHCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE. JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

3&. ENVIRONMENTAL HAZARDS. Lessee shall uM the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, InCluding soli, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permk to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or aubstances regulated as hazardous wastes, hazardous matertala, 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensive Environmental ResponM, Compensation and Uabllity Ad 
(CERClA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matertall"), except 
ordinary products commonly used in connection with oil and gas exploration and development operationa and stored In the usual manner and quantitiea • 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATEUAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOlD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, UABIUTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATlON OF THE FOREGOING PROHIBmON OR (2) THE PRESEHCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND OAMAG.E CAUSED BY THE PRESEHCE OR RELEASE OF AHY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPUCABLE LAW. THIS INOEMNIACATION AND ASSUMPTION SHALl. APPLY, BUT IS NOT LIMITED TO, UABIUTY FOR RESPONSE 
ACTIONS UNOERTAKE.N PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATlON. LESSEE SHALL IMMEOIATEL Y 
GIVE THE STATE OF TEXAS AND TliE OWNER OF THE SOIL WRITIEN NOTICE OF AHY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEMNG A NOTlCE FROM AHY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIAUI WHICH MAY AFFECT THE LEASED PREMISES. THE 08UGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR AHY REASON, OF THIS AGREEMENT. 

37. APPUCABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the ReGnqulslvnent Act, and other applicable at.etutes and amendments thereto, and rl any provision in this lease does not conform to these 
statutes, the statU1es wiU prevaa over any nonconforming leaM provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the lessee before ft Is filed of record In the county records and 
in the General land Ollice of the Slate of Texas. Once the filing requirements found In Paragraph 39 of this lease have been sattsfied. the effective date 
of this lease shal be the date found on Page 1. 

38. LEASE FILING. Pursuant lo Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Clerk In any county In which all or any pall of the leased premises Is located, and certlfied copies thereof must be filed In the General land 
Offoce. This lease is not effective until a certlfied copy of this lease (which Is made and certlfied by the County Clerk from his records) Is filed In the 
General land Offoce In aocordance with Texas Natural Resources Code 52.1·83. Additionally, this lease shall not be binding upon the State unless ~ 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such celtified copy to the General land Ollice. 

LESSEE 

PETRO·HUNT~~ 
BY: I= 
Totie: Bruce W Hnn t president ~ 

Date: _--~.t2'-C.;2-':Ja/b_~/./-J/o~'-· ___ u ~\r}t 
'7 fr~l' ~ 

STATE OF TEXAS 
BY: ______________________________ _ 

Individually and u agent for the State of Texas 

Date: - -----------

STATE OF TEXAS 
BY: _____________________________ ___ 

Individually and as agent for the State of Texas 
Date: _ _________ _ 

STATE OF TEXAS 
BY: ____________________________ __ 

Individually and a a agent for the State of Texas 

Dale: - - ---------

605 
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800.K 7 26 PAGE 606 

STATE OF -rt)(.~S (CORPORATION ACKNOWLEDGMENT) 

COUNTYOF l>o..\\0..<;, 

BEFORE ME, the undersigned aulhority, on this day personally appeared __.p....,_y =cv-"C."-'t;'--_,\.)J~._,_I-\-'"'vo...";.;....:.t __________ _ 

known to me to be the peiWOII whose name is subscribed to the foregoing instruments as -~'-'-<.:::..:::~..:.\,cl..~t. .:.;'1'1'-'i~------------­
of ~~±ro- \-\'-' nj . L.l.G ' andacknowledgedtomethathe 

(INDMOUAL ACKNOM.EOGMENT) STATE OF 7t:-"'K Its 
COUNTY OF t_.. cwrz 

BEFORE ME, the undersigned authority, on this day personally appeared -+&;~--'-!t-'&;~-f-!L.._i=-. _.fe.:~~lt-k-'-.:....._?Z _ _,__ __ 
I 

known to me to be the persons whose names are subscribed to the foregoing Instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. _L 
Given under my hand and seal of offiCe thlathe _g_ w_r. day of & -y{ vM (20 0 6 

(ffiw0 te ~ 
Notary Public in and for ~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

BEFORE ME, the undersigned authority, on this day personally appeared. ____________________ _ 

known to me to be the persons whose names are subscribed to the foregoing instrument. and acknowledged to me that they executed the same tor the 

purposes and consideration therein expressed . 

Given under my hand and seal of offiCe this the ___ day of --------- • 20 __ . 

Notary Public in and for-------------

• STATE OF ________ _ (INDMOUAL ACKNOWLEDGMENT) 

•••• • • • • • 
COUNTY OF _______ _ 

BEFORE ME, the undersigned authority, on this day personally appeared _ ____ _______________ _ 

known to me to be the persons whose names are subscribed to the foregoing instrument, and ad<nowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

--

Given under my hand and seal of office this the ___ day of--------~ 20 __ . 

Notary Public in and for ___ _________ _ 

AHY PROY!SIOh HE!n.IN WHII H Rl ~~ Rir.1:. 1 Hi \ . ,[ Rf HTIJ.. 
OR USE 8f THE DESCRiBED REAl PROPtnTY BECAUS£ (J' COLOft 
Oil RACE IS IIIVAUD AHD UNEHfOOCE.ABlL UHI"'Jl fEDfMl 
1M l FILE HO._ l351_ 

FILED POll ucoaD 0. DIE 13TH DAY OF __ ..o.MAR==-::C:.:B:.._ _ ____ _ A.D. 2006 _ _.l,_.l~:._.2...,0~A.......__K . 

DULY ~IDED ~ ~---1_3_TB _ _ .DAT Of' ___ MAR __ C_B _______ .A.D . 2006_ ..:3:....::....0:...:Q:....:....p:....·:...__M .• 

BY:-~ . J\.X< ._,/ \ ~ / .A./ .DEPUTY ..... DI.AJQiE 0 . FLOREZ . COUNTY CLKRK 

REEVES COUNTY • TUAS 
Correct 

opy of 
al f1led in 
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rks Office 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tne abOve and foregoong IS a lull. uue and correct photographiC copy of the 
ongonaf record now 1n my favtui custody and possess1on as the same IS 

fliedrec~Jn the puQJ~r~ords of ll)Y oi!JCe found 1n VOL J26.. 
PAGE .':> 9H . T>lRU bUb . OFFICIAL PUBLIC 

- - RECORDS 
fherebycen.tedon MA RCH 15 . 2006 

4 

~· . • • • •••• ... .. 
• • •••• 

• 
•••• • •••• ,. .. 
• • • •• • 

• 
•• •• • • • • • 



} 

PETRO-HUNT, L.L.C . .J 
1601 Elm Street, Suite 3400 

• Dallas, Texas 75201 
(214) 880-8400 . 

JPMorgan Chase Bank, N.A. 
Jefferson County 

8200 Hwy 69 
~'>o,l Arthur, Texas 77640 

Page 1 of 1 

OWNER NAME OWNER NO DATE CHECK NUMBER \ I AMOUNT 

TEXAS GENERAL LAND OFFICE 

LEASE NUMBER ~~-~~~~ •. ~~~SE NAME 
118 • 1022111 

RENTAL PERIOD 
LEASE DATE MONTHS FROM TO FILE ID 
08/26/05 12 08/26/06 08/26/07 68350·0058-001 

•••• PAYMENT TYPE •••• DELAY RENTAL ·• • • 

TO BE CREDITED TO ADDITIONAL TEXT 

OWNER ij 59207 
TEXAS GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE ROOM 60 
AUSTIN, TEXAS 79701 
SSN/TAX ID 
RECORDED BOOK PAGE ENTRY 
PROSPECT N W TOYAH PROSPECT 
COUNTY/PARISH REEVES STATE TX 
TRACT NO 23428 
LEGM F.SC'RTPTHl~1 
REE". 

·. 

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

• • • • • • •• 

Jul-13-2006 700481 7 \' $35.00 

DATE 07/13/06 CHECK NO h~4817 

PAYMENT AMOUNT 35.00 

BANK SERVICE CHG 

TOTAL AMOUNT 35.00 



• • •• • • •• 
• 

• •• • • • •• • 
•••• • •••• 

• 
•••• • • •••• 
•••• • • • • •• 

B~-a-t-te_r_so_n_,_c_o_m_m_•s_s_•o_n_e_r __ 



TEXi~§ 

March 2, 2007 

Attn: Wi ll iam A. Hearne 
Petro-Hun t, LLC 
160 l Elm Street, Ste. 3400 
Dallas, Texas 75201-7201 

GIENER 

Re: Relinquishment Act Lease MF-107619 
80.0 acres out of Section 40, Blk. 58, 
PSL Survey, Reeves County, Texas 

Dear Mr. Hearne: 

L LA D OFIP 1CE 
j ERRY PAITERSON, C OMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and fi led in our records under Mineral File number M-107619. Please refer to this 
number when making payments to the ta te and in all future correspondence concerning the 
lease. Failure to include tbe mineral file number may delay processing of any payments 
towards tbe lease. 

Your remittance of$12,125.00 has been applied as the state's portion of the cash bonus $12,000.00 
along with a processing and filing fee in the amount of$125.00. Please let me know if you should 
have any questions. · 

b::· e,ctj ~ ~-
DrewReid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

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

Post O ffice Box 12873 • Austin, Texas 78711-2873 

512-463-5001 · 800-998-4G LO 

www.glo.statc.rx.us 
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PAYEE DETACH THIS PORTION BEFORE CASHING CHo/ 

PETRO-HUNT, L.L.C. V 
1601 Elm Street, Suite 3400 

Dallas Texas 75201 
(21 4) 880-8400 

JPMorgan Chase Bank, N.A. 
Jefferson County 

Page 1 of 1 

8200 Hwy69 
Port Arthur, Texas 77640 / 

OWNER NAME OWNER NO DATE CHECK NUMBER \/AMOUNT 

ST OF TX GENERAL LAND OFFICE 

LEASE NUMBER ORIGINAL LESSOR/LEASE NAME 
118 • 1022111 CHAPMAN MARK A 

RENTAL PERIOD 
LEASE DATE MONTHS fROM TO fiLE ID 
08/26/05 12 08/26/07 08/26/08 68350- 0058-001 

• ••• PAYMENT TYPE ••• • DELAY RENTAL •••• 

TO BE CREDITED TO 

OWNER ij ..:1 326'1 
,;·: TX ~FlO}Gl9 

ADDITIONAL TEXT 

RECORDED BOOK PAGE ENTRY 
PROSPECT N W TOYAH PROSPECT 
COUNTY/PARISH REEVES STATE TX 
TRACT NO 23428 
LEGAL DESCRIPTION 
REEVES COUNTY TEXAS BLOCK 58, PUBLIC 
SCHOOL LAND SURVEY SEC. 40, W/2 OF 
NE/4 BEING 80.00 ACRES MORE OR LESS 

• • • • • ••• 

• • • • • • • • • 

••• • • • • • • • • • • • • • • • • 

• • • • • • • •• 

Jul-10-2007 7006372 X $3s.oo 

DATE 07/10/07 CHECK NO foo~ 

PAYMENT AMOUNT 35.00 

BANK SERVICE CHG o.oo 

TOTAL AMOUNT 35.00 



• • •• • • •• 
• 

• •• • • • •• • 
•••• • •••• 
• 

•••• • •••• 
• • •• • • •• 

)ar~ Fi led: ~ r1(J · 0 -=l 
" JeztJf5i;.tterson, Commissioner 



DO NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

PA11-281 

5206 

CHESAPEAKE OPERATING INC 

C000025243 

Effective Date 3/1912011 

Unitized For Oil & Gas 

Unit Term 0 Months 

Unit Number 

Operator Name 

Customer ID 

Unit Name 

County] 

Block 58 State 40-14 

Reeves Old Unit N umber Inactive Status Date 

County 2 

County 3 

RRC District: 

Unit Type: 

08 
Permanent 

State Royalty Interest: 

S tate Part in Unit: 

Unit Depth 

Below Depth 

Above Depth 

MFNumber 

Lease Acres 

Tract Participation: 

L ease Royalty 

0 
0 

MF107619 

0.09347 

80 

0.125 

Tract Roy alty Participation 0.01168375 

No Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

0 

0.1231227500 
1. 0000000000 

Well: 

Formation: 

Participation Basis: Other 

[If Exclusions Apply : See Remarks/ 

I 

X 

= 

Tract N umber 

Total Unit Acres 552 

Manual Tract Participation: 

Manual Tract Royalty: 

Friday, September 16, 20 I 1 PAll-281 Unit Number 5206 

0 

0 

0 

0 

0 

Page 1 of3 



MFNumber MF107769 Tract Number 2 

552 Lease Acres 80 I Total Unit Acres 
Tract Participation: 0.30009 X 

L ease Royalty 

Tract Royalty Participation 

No Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

0.125 

0.03751125 

0 

MFNumber 

Lease Acres 

MF104778 

Tract Participation: 0.53135 

160 1 

X 

L ease Royalty 

Tract Royalty Participation 

No Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

0.125 

0.06641875 

0 

MFNumber 

Lease Acres 

MF104548 

Tract Participation: 0.07509 

232 1 

X 

Lease Royalty 

Tract Royalty Participation 

No Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

Friday, September 16, 2011 

0.1 

0.007509 

0 

PAll-281 

Manual Tract Participation: 

Manual Tract Royalty: 

o '7 -/o~ i)..OS 

Tract N umber 

Total Unit Acres 

3 

552 = 

Manual Tract Participation: 

Manual Tract Royalty: 

Tract N umber 

Total Unit Acres 

4 

552 = 

Manual Tract Participation: 

Manual Tract Royalty: 

Unit Number 5206 

L = = 0.30009i See Remark I 
,- 0 .037511251 

L = = 0.531351 See Remark I 
,-0 .066418751 

L = = o.07509i lsee Remark I 
, -- 0.0075091 

Page2of3 



API Number RRC N umber 
l4238932449oo I I 243oool 

Remarks: This unit is set-up for accounting purposes only. 

Prepared By: Prepared Date: 

GLO Base Updated By: GLOBose Date: 

RAM Approval By: RAM Approval Date: 

GIS By: GIS Date: 

Friday, S eptember 16, 201 I PAll-281 Unit Number 5206 

7-lte - J/ 
9-/4 -II 

'[..-I 1 - Zo<J 

Page 3 of3 



ROYALTY SET-UP FOR GLO 

Unit Name Block 58 State 40-14 County: _____ _ 

\ ,_) s.c . ) · )(~ 
Temporary vJ ~' -r--er-w-~ I , 

/ \" ~\ --4:4:59: Effective Date: ~ 1 Operator: ------ ------Unit# 

Roy. Reduction ___ N ___ Online Production/Sales by: 

Unit Acres: 552 Type (0/G): RRC#: 

Tract Acres: 232 160 80 80 

Tract # 4 3 1 2 

Tract % 0.07509 0.53135 0.09347 0.30009 (not based on surface acreage) 

State Lease# M-104548 M-104778 M-107619 M-107769 

Royalty % 0.1 0.125 0.125 0.125 

NRI 0.007509 0.06641875 0.01168375 0.03751125 

First Sales: 
This unit replaces unit #4093. 



Tracey Throckmorton- FW: 615040 Block 58 State 40-14 1H 

From: 
To: 
Date: 
Subject: 
Attachments: 

Tracey, 

Kim Haley <kim.haley@chk.com> 
'Tracey Throckmorton' <Tracey. Throckmorton@GLO. STATE. TX. US> 
9/ 15/2011 9:03AM 
FW: 615040 Block 58 State 40-14 1H 
Block 58 State 40 14 1H Unit Changes.pdf 

Below is a copy of the letter sent by our land dept. to the TXGLO with that plat. 

Thanks! 

From: Jerris Johnson 
Sent: Wednesday, June 15, 2011 2:37 PM 
To: Kim Haley 
Subject: RE: 615040 Block 58 State 40-14 1H 

Page 1 of2 

The state was notified per the attached letter. I will fill in the numbers below, but when these units were shrunk, the unit 
participation became based upon the length of the well bore in each tract. The total unit is 552 acres, so I will show the tract 
participation below in percentage, but I will also list the acres that are attributable to the unit. Let me know if you have any 
questions with this. 

MF104548 = 7.509% I 232 acres 
MF104778 = 53.135% I 160 acres 
MF105287 =No longer in unit 
MF107619 = 9.347% I 80 acres 
MF107733 = No longer in unit 
MF107769 = 30.009% I 80 acres 

From: Kim Haley 
Sent: Monday, June 13, 201111:28 AM 
To: Jerris Johnson 
Subject: 615040 Block 58 State 40-14 1H 

Jerris, 

There was a DO change on this well effective 04/ 11 , changing the total acreage from 1280 to 552. 
Have you sent the revised DPU and plat information to Beverly Boyd at the TXGLO? Also, can you tell me what acreage now 
goes to each of the 6 TXGLO leases below (by MF#)? 

Thanks, 

MF104548 

Kimberli Haley 
Accountant 
Regulatory Reporting 

MF104778 MF105287 MF107619 MF107733 MF107769 

file://C:\Documents and Settings\TThrockm\Local Settings\Temp\XPgrpwise\4E71BF6E... 9/15/2011 



Chesapeake Operating, Inc. 
Phone: ( 405) 935-1537 
Fax: (405) 849-1537 
Email: kim.haley@chk.com 

Page 2 of 2 

Th1s email (and attachments If any) IS Intended only for the use of the IndiVIdual or enhty to wh1ch 1t IS addressed. and may contain mformallon that IS pnvileged. confidential 
and exempt trom disclosure under applicable law If the reader of th1s ema11 IS not the Intended recip1ent, or the employee or agent responsible for del1venng th1s message 10 
the Intended recipient, you are hereby notified that any d1ssem1nauon, d1stribut1on or copy1ng of th1s commumcat1on IS stnctly proh1b1ted If you have rece1ved th1s 
communication in error. p lease notify the sender 1mmed1ately by retum email and destroy all copies of the email (and attachments if any) 

file://C:\Documents and Settings\TThrockm\Local Settings\Temp\XPgrpwise\4E71BF6E... 9/15/2011 



32 3 3 

AS-ORiu.£0 PLAT 

SECTION 40, BLOCK 58, P.S.L., 
REEVES COUNTY, TEXAS 

83 84 
A 2664 

v"l 

;Y1V j 

~/ I 
vr' 

/ 1 I 

CHESAPEAKE 
BLOCK 58 STATE 40 

552 ACRES CALL 
I 
I 
I. 

'~ ,-
1 / 1 I 

BOTTOM H OlE LOCA TlON I 
(27)LA T.JI fl9161' LON. -IOJ .84N93 ' .L 

r- 6a6'"­
/ 

/ 
/ ' /I 

.., f ' ~ ~ TERAL TOTAL L!HG'Ill BET'ftml 
., PENrlRA nON POW'IT AND BOITOU HOLE ~ JS09' 

I M F tO'i ~ \"'\ ~ //M ~ loll (,'1 

~AC..!2_ -- / I_ TRACT • '-----, TRACT I - 263 ~· 
~----4 4 TRACT 2 • 1864,S' 

TRACT 3 - J28. 0' 
TRACT 4 • IOSJ O' 1 

/ TRACT 2 
v 

.• ,f>/ I ~ .. 'or#' 
"f'/., 

I ;/ 
PE:NE'TRA TlON POIN T / VI ~ I OY 11 g 

( 27}LA T.JI. 41/461 ' LON - IOJ.8542.5T J / 
2482' ._4 N 23'27'34. W 

~-=--=--=--=--=-~~-=--=---- i..-r-- 266' 
-- - ~ SURFACE LOCATION o s slokt~d 

45 

,...,, ,-II D .... , I BLOCK 58 STArE 4G-14 IH 
M p IV"\,::, "\e. .; '- CR. EL. 2980' 

TRACT I 
I Ia (27)LAT.JI. 41079e· LON. -IOJ.85J892' 

l J:' 

39 

39 

45 46 

SURFACE LOCATION; 0 SIAWAC£ LOCAf10iol 
$ P£N! TRA TION POINT 

NAD 8.3, TEXAS CENTRAL ZONE 
COORD'S: N- 104-94272.6, E•1198372.9 
LAT=31"24'39.4.N, LONG=103'51'15.7" W. 

e BOTTOI.I H0L£ LOCAf10iol 
0 FOONrJ I . IRCW PfP( 

"UU.!.ll/U.!N.U. - PRORA Tlt)N CJNIT 

HOlES: • 
THIS AS-ORIUill PLAT HAS BEEN PREPARED fROiol A CERmED SUR\t:Y PLAT OH FU IN 
THE CfflCE Of WA TSOH PROFESSIONAL CROUP INC Ill WIDLAN:l, IDCAS. 
SURFAC£ LOCATIOH IS AS STAKEO 12/2006, AHY LINIT DIUDISIONS, P(NETRAnOH POINT AND 
BOTTO\I Ho..£ ARC. AS PROVl)Q) BY O£SAPI:AKt. 
SEt: OOCUW&ITS OH fll IN ll!IS SU!\t:TORS Off1C( FOil COI.IPtETE R(OOHSTRUCTION Of 
TliE:SE BLOCKS. SECnOHS Of! SURVEYS. 
COOIIOIHATES AHO BEAAINCS ARE BASill OH A LAIAliERT OOHICAL PRD.ECTION Of Tl£ 
TEXAS STAT( PLANE COOR!liHAlE S\'STEII (IIAO el). TEXAS CENTRAL ZONE ( 4203) SINC( 
HAD 27 IS AHnOUATED AHO UNACCOUPUSHABL.£ \li TH UOOERN SURVEY EOUPioiEHT AU 
COOROINA TES ARE AN AO..USl\IENT FROiol HAD 83 U51HC 'Ill( SOflWARE . OORPSOOH". 
APPROXIIoiAnELY 7.9 ~L.£5 HOI!ll!EAST OF TOYAH, TEXAS. 

/, THE IJHOCRSICNED, 00 HE:REBY CCRTIFY THA f TH£ SURVE:Y INI"'RUA T10N F'OtJNO 
ON THIS PLA f WAS OCRIVE:D FROI.I ACTUAL FICLD NOIF'S OR F:lECTRONIC OA TA OF 
ON- TH£-CROUNO SURifl'S MADE BY lol£ OR UNOER /JY SUPERVISION ANO IS 
T1ftJE ANO CORReCT TO THE BCST or MY KNO'M.EDCC ANO BW£'F. NO 
WARRANTY IS UA[)£ OR INTENDED raR TH£ LOCAnON or ANY OR AU. CASDIENT$ 
THA T /JA Y E:XrST Ill THIN THE BOUNOS OF THIS SURVE:Y. THE INFORioiAnON 
PRESENTED HEREON IS raR THE: PRIVATE US£ OF THE PARTY NAJIED IN THE 
•RUERENCC PORJ70N• or THE nnE BLOCK AND DOES NOT CONSnTVTE A 
COI.IPL.£Tr BOUNOARY SURI£Y AS OUINED BY "PROfl:SSIONAL UWO 
SURIIE:I'INC PRACnCES ACT. -

10/ J0/ 09 
CIA It 1000 0 

AHHHHI 
AS-DI!IlUD l'lA T 

1000 
I 

CI£SAPEAKE OPERATING 
BLOCK 58 STATE -40-H 1H 

701' FSL & 2596' fVIt 
SECllON .W, BLOCK 58, P.S.L , 

REE'v£S COUNTY, TEXAS 

2000 FEET 
I 

JOB N0. :09-151J7-07f1El.J) 8()()1( SKETCH ORA/7 ~ R[V. I 



'uosJ;)ll ed .3 AJJ;:J f 
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"''S >r~1'~ 

File No.-----------

Date Filed:---------­
Jerry E. Patterson, Commissioner 

By-------------------------



Drillinglnfo One Page Production ummary 
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Tag This 
Element 

AP!# 

Well# 

Lease 
Field 

Lease 
Operator 

County 

State 

Location 

Elevation 

Date Spud 

Date TD 

Logs Run 

Mo/Yr 

6/2012 

7/2012 

8}2012 

9/2012 

10/2012 

11/2012 

12/2012 

1/2013 

2/2013 

3/2013 

4/2013 

5/2013 

Totals 

Year 

2008 

2009 

2010 

2011 

2012 

2013 

Totals 

Drillinglnfo One-Page Production Summary 

42 389·32449 

HI 

BLOCK 58 ST 4, 14 

TOYAH, NW (SHALE) 

SHELL WESTERN E&P 
Well Op History 

Reeves 

Texas 

701.0 SI 2596.0 W, PSL/JOHNSON, J I A· 
2664 Block:58 Section:40 

2980 GR 

MWD,WITH,GAMMA,RAY, 

First 
Prod. Production 

011 l / 1/08 

Gas 1 1 '08 

Most Recent Cumulative Gravity . 
Production (MCF & BBL) (SG & AP!) 

5/ 1/ 13 6 0.00 

5/ l / 13 693,315 0.60 

Most Recentlv Reported Monthly Production ( 12 Months) 
Gas (MCF) 011 (BBL) Water !!Wells #Wells Avg Gas 

Produced Sold used vented/Flared Other Produced Sold Other Closing (BW) Flowing Other (MCF/D) 

5,443 5,443 0 0 0 0 0 0 0 0 --- --- 181.43 

0 0 0 0 0 0 0 0 0 0 --- --- 0.00 

0 0 0 0 0 0 0 0 0 0 --- --- 0.00 

0 0 0 0 0 0 0 0 0 0 --- --- 0.00 

0 0 0 0 0 0 0 0 0 0 --- --- 0.00 

8,079 8,079 0 0 0 0 0 0 0 0 --- --- 269.30 

13,944 13,944 0 0 0 0 0 0 0 0 --- --- 449.81 

6,090 6,090 0 0 0 0 0 0 0 0 --- --- 196.45 

10,641 10,641 0 0 0 0 0 0 0 0 --- --- 380.04 

10, 713 10,713 0 0 0 0 0 0 0 0 --- --- 345.58 

10,713 10,713 0 0 0 0 0 0 0 0 --- --- 357.10 

20,237 20,237 0 0 0 0 0 0 0 0 --- --- 652.81 

85,860 85,860 0 0 0 0 0 0 0 0 --- --- ---

Annual Production 
Gas Oil Water #Wells #Wells Avg Gas Avg 011 Avg Wtr 

(MCF) (BBL) (BW) Flowing Other (MCF/D) (BBL/D) (BW/D) 

194,872 0 --- --- --- 582. 75 0.00 0.00 

195,010 6 ... --- --- 534.57 0.02 0.00 

104,743 0 --- --- --- 287. 12 0.00 0.00 

75,746 0 --· --- --- 207.64 0.00 0.00 

64,550 0 --- --- --- 176.95 0.00 0.00 

58,394 0 --- --- --- 384.17 0.00 0.00 

693,315 6 --- --- --- --- --- ---

products & features I events & training I company I contact I about 

© 20 13 Drilling Info, Inc. All rights reserved. All data and information is provided "As Is" 
and subJect to the DI subscription agreement. 

Page l of I 

! drillinginfo 

Gatherer 

ENT PO 

Avg 011 Avg Wtr 
(BBL/D) (BW/D) 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 0.00 

0.00 o.oo 
0.00 0.00 

--- ---

Annual Annual 
Dec. Gas Dec. 011 

--- ---
--- ---

46.3% 100.0% 

27.7% ---
14.8% ---
9.5% ---

--- ---

http://www.dri llinginfo.com/well ummary.do?action=summary&lid=23008 I O&hashcode=... 8 9 ':2013 
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August 29, 2013 

Brian Chaffee 
Staff Contracts Representative 
Shell Exploration & Production Company 
150 N. Dairy Ashford St, Su ite C 
Houston, Texas 77079-1 I 16 
(Via CMRRR#: 70111150 0001 2416 2994) 

JERRY PATTERSO)!, COMMIS lONER 

RE: tate Lea e MF107619 2 RAL Leases, described on Page 2 
tate Lea e MF107769 RAL Lease, described on P age 2 

State Lease :\1F1 O-t778 6 RAL Leases, described on P age 2 
State Lease MF104548 RAL Lease, described on Page 2 
Well: Block 58 T 40-14 #lH (API # 42-389-32449) 

Dear Mr. Chaffee: 

Our research indicates that there was a four-month lapse in production for the referenced well 
from July 1 through October 31, 2012. 

You have 40 days from the receipt of this letter in which to present evidence and convince the 
General Land Office that operations were conducted adequate to perpetuate the leases without a 
cessation of more than sixty (60) cumulative days. If such evidence has not been presented at the 
expiration of the 40-day period, we will have to assume that there were no operations during the 
lapse period and the mineral files shall be endorsed "terminated" due to cessation of production. 

Upon termination, and pursuant to the Texas Administrative Code, we request that you file with 
this office a recorded original or certified copy of a Release of these tate Oil and Gas Leases 
along with a filing fee of $25.00 per state lease to be sent to my attention. 

Linda Price, RL 
Energy Resources, Mineral Leasing 
512-463-5118 
512-475-1543 (fax) 
linda.price@glo.texas.gov 

Stephen F. Austin Building · 1700 North Congrc~~ Avt:nue · Ausrin, Texas 78701-1495 

Post Ollice Box 12873 · Ausnn, Texas 7871 1-2873 

512-463-5001 · 800-998-4GLO 

www.glo.srnre.cx.us 



Brian Chaffee 
he ll Explorat ion & Productio n Company 

Augu t 29, 2013 
Page 2 

MF107619 80 acres, covering the W/2 of E/4 of ection 40, Block 58, PSL urvey, Reeves 
County, TX 

tate Lease o. 
MFI07619A 
MFl07619B 

Agent for tatc of TX 
Kelly 11. Baxter 
Mark A. Chapman 

Lease Date 
01 /20/2006 
08/26/2005 

Recorded Bk/Page 
726/598 
725/33 I 

MF 107769 80 acre , covering the E/2 o f the E/4 of ection 40, Block 58, P L urvey, Reeves 
County, TX 
Lea e dated ovember 13, 2006 
Recorded as File o. 428, Reeves County, Texas 
Helen Caro lyn Allen, c t a l. agents for late of Texas, Lessor 

MF104778A 1,095 .22 acres, covering the E/2 of ection 39, E/4 of ection 40 & all of ection 42, 
Block 58. P L Survey, Reeves, County, Texas 

tate Lease o. Agent fo r State of TX Lease Date Recorded Bk/Page 
MF 104778A 

MF104548 

Dela Minerals, J nc. 02/ 18/2005 702/686 

I , 120 acres, coveri ng the W/4 o f ection 39, W/2 of Section 40, W/2 of ection 45. /2 
o f ection 46, Block 58, PSL Survey, Reeves County, Texas 
Lea e dated October 13, 2004 
Recorded in Volume 694, Page 350, Reeves County, Texas 
Lester Charles Weatherby Jr., agent for tale of Texas, Lessor 
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USPS.com® - Track & Confirm 

Eno Ii sh Customer Serv ice 

~ USPS.COM. 
Outek Tools 
Track 4 conr,rm 
Enter up to 10 Tracking A Find 
Froo USPS Loc.bOns 
Buy Stamos 

~ l~"" ~ & Confirm 
Hota M111W 
Change of Addrus 

GET !MAfL UPOATES PRINT DETAJLS 

YOUR LABEL NUMBER 

701 11150000124162994 

Check on Another It em 

Vl/hal's your label (or receipt) number? 

LEGAL 
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Manage Your Mail 

CATE I, TIME 

September 3, 2013, 125 pm 

August 31, 2013 

August 30. 2013. 1115pm 

August 30. 2013 

August 29, 2013. 10 , . pm 

ON ABOUT USPS.COM 

About USPS Home , 
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USPS Se,.,.ce Alens , 

FOfms & PuchcatH>n& • 
Careers • 

https ://too ls. usps. com/ goff rackConfinnA.ction. action 
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Shop Business Solutions 
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- Shell Exploration & Production 

October 14, 2013 

Texas General Land Office 
Attn: Linda Price, RL 
1700 or th Congress venue 
Austin, Texas 78701-1495 

Shell Upstream Americas 
Land & Contracts 
P. 0 . Box 576 
Houston, TX 77001-057 6 
(83) 337-0146 phone 
(281) 544-4006 fax 
Lindsay .Sheffield@shell .com 

ubjcct: Block 58 T 40-14 # lH (.t\PI #42-389-32449) & Block 58 tatc 42 #1 H 
(APl #42-389- 32497) 

~ls. Price: 

T his letter is in response co the letters received eptember 5, 2013, by WEPI LP with regards to the 
production lapses o n the above en ti tled wells. According to the GLO's findings, Block 58 T 40-14 
# 1 H (APJ # 42-389-32449) had a four-mo nth lap c in production fro m J uly 1 through October 31, 
2012, and Block 58 tatc 42 # 1 H (API #42-389-32497) had a three-month lapse in produc tion 
from eptember 1 tl1.ro ugh ovcmber 30, 20 12. SWEPI LP has examined the records kep t by 
Chesapeake Exploration, L.L.C. ("Chesapeake") during tl1i ti.me and concw: with the GLO's 
find.i.ngs tl1at there was a prod uctio n lapse. 

During the productio n lap cs, WEPl LP could not find c, ·idencc that Chesapeake conducted 
drilling opera tions adequate to perpetuate tl1c leases without a cessation of more than sixty (60) 
cumula tive days. However, since these productio n lapses, and since WEPI LP has taken over 
operations o f tl1c wells in pril 2013, tl1c wells have continuou ly produced and/ or not had a 
cessatio n of productio n for more than sixty (60) cum.ulativc days. Addirio naUy, since productio n has 
returned co the wells, the GLO has been paid (through J uly 2013) approxin1-ately $2 1,069.27 & 
$12,043.89, respectively, in royalty payment and has cashed uch payments. 

WEPI LP is requesting the GLO rati fy the leases as to Block 58 T 40-14 # 1H & Block 58 tate 
42 # 1H proratio n uni ts, as SWEPl LP has made its best effor t to produce th e wells since taking 
over opcratorship in April 2013. Bo th wells are still producing in paying quan tities, and a o netime 
ratification would allow SWEPJ LP to con tinue to produce the well for both tl,e benefit of the 
o perator and the GLO. SWEPT LP will release all o cher acreage not currently held within a 
p roducing unit. 

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

Per applicable service agreement~ • • • •• • • • • • 
• •• • •• • • • • 
••• • ••• • • • 



If the GLO is unwilling to ratify the leases as co the Block 58 T 40- 14 # l H & Block 58 tare 42 
# lH proration units, \'(!EPJ LP is seeking a reimbursement of the improperly paid royalties from 
the time the leases expired. In such a case, the leases were no longer actiYe, thus, the GLO was not 
entitled to royalty payments on the production. 

ttached please find Exhibit "A," a lease schedule for each well detailing each GLO lease, the 
acreage associated, and which acreage is inactive, in a proration unit for a produCLng \Yell, or a lease 
not attached to either Block 58 T 40-14 # I H or Block 58 tate 42 # 1 H and erroneously included 
i.n the GLO letter. 

Please let me know if you have any questions. 

Regards, 

~mdo~f. 
Lindsay E. hefficld 
Land Representative 

Enclosure 

• • • • • • ••• 

••• •• • • • • • • •• •• • • ••• 

••• • ••• 
• • • • • • • • • • • • • •• • • • • • • • 
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Exhibit "A" 

Block 58 T 40- 14 # I H (AP I #42-389-32449): 552 acre unit in E/2 & 231.8.t acre in W/2 of Section 40 
MF/07619: 80 acres, covering the W/2 ofNEl-1 of Section -10, Block 58 
MF I 076 I 9NTX0035 1.00 I: Kelly H. Baxter 
MF I 07619BrrX00350.00 I: Mark Chapman 
Entire lease included in pooled unit 

MFI07769: 80 acres, covering the £12 ofNEl-1 a/Section ./0, Block 58 
TX024 I 5.00 I: Helen Carolyn Allen, et al , agents for the State of Texas 
Entire lease included in pooled unit 

MF/0./ 778: 1,095. 22 acres, covering the E/2 of Section 39. SE!./ of Section -10. & all Section -12. Block 58 
MFI04778A{fX00349.00 1: Dela Minerals, Inc. 
Section 39: Inactive 
SE/4 Section 40: Included in Block 58 T 40-1 4 # I H pooled unit 
Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 1a1e 42 # I H pooled unit 

All of Section ./2, Block 58 
MF I04778F: Nell ie Gohlke Trust 
MF I 04778G{fX02494.00 I: Anne Covington Hender on 
MFI0477811ffX02494.003: Ted Michael Covington 
MF104778IrrX02494.002: Jane Covington Drake 
MF104778F: Nellie Gohlke Trust 
MFI 04 778J{fX02495.00 I: The Estate of Nellie May Gohlke 
Section 42: 357.47 acres inactive. 258 acres included in pooled unit for Block 58 Stale 42 # I H pooled unil 

MFI0-15-18: I, 120 acres, covering the SW/./ of Section 39. IV/2 o/Section ./0, IV/2 of Section -15. N/2 a/Section -16, 
Block 58 
TX00268.00 l : Lester Charles Weatherby, Jr.. agent for the Stare of Texas 

ection 39, 45 & 46: Inacti ve 
W/2 of Section 40: 23 1.84 acres included in the Block 58 ST 40- 14 # 111 pooled unit, 88 acres inactive 

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

• •• • •• • • • • 
••• • ••• • • • 



. . 

Block 58 Sta te 42 # I H (A PI #42-389-32497): 513 acre unit including 258 acres in ection 42, 11 3 acres in 
ection 41 & l42 acres in Sect ion I 

,\f/- /0./5 '0: 129 acr es, covering W/2 of Section ./I, Block 58 
TX0270.00 I: State of Texas, Lessor 
113 acres included in the 131od, 58 Stale -12 :: I I I unit. 16 acre~ inacli\\: 

MF/0-1778: 1,095.22 acres, covering the £12 o/Section 39, SE/./ o/Section -10, & all o/Section-12. Block 58 (same 
as Block 58 ST -10-1./ I/-/ G LO Lette1) 
MF l04778N TX00349.00 I: Dela Minerals, Inc. 
Section 39: Inactive 
SE/4 Section 40: Included in Block 58 ST 40- 14 # I H pooled unit 
Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 State 42 # 11-1 pooled unit 

All of Section ./2, Block 58 (same as Block 58 ST ./0-1./ I fl CLO Leue,) 
MFI04778F: ell ie Gohlke Trust 
MF I 04778G/TX02494.00 I: Anne Covington I lenderson 
MF I04778 H/TX02494.003: Ted Michael Covington 
MF1047781/TX02494.002: Jane Covington Drake 
MF I 04778J/TX02495.00 I: The Estate or Nellie May Gohlke 
Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 State 42 # I H pooled unit 

MF/05285: 1.895.-1 7 acres, covering all o/Section 3 /, 32 and ./2, Block 58 
MF I 05285A/TX00347.00 I: Catherine Funk Wall Trust A 
MF l05285 B/TX00345.004: D.D. Wall Estate Trust A 
MFI05285H/TX00345.002: D.D. Wall Estate Trust B 
MF1052851/TX00345.003 : Catherine Funk Wall Trust B 
MF I 05285J/TX00345.00 I: Ma1y B. Harwit Unitrust 
MF I 05285K/TX00346.002: Mary Y. Tippens Testamentary Trust 
MF I 05285M/TX00348.00 I: Texas Scouish Rite Hospital 
MF I 05285 LITX00346.00 I: Esther Shuman Testamentary Trust 
Section 3 I & 32: Acreage included in the Block 58State3 1-3 (API #42-389-32452) & Block 58 State 32 I (A PI 
#42-389-32398) un its. 
Section 42: 357.47 acres inactive, 258 acres included in pooled unit for Block 58 State 42 # 111 pooled unit 

Leases Mistakenly Included in GLO Letter: 
MF I 05285D/TX00342.00 I: Dela Minerals, Inc. 
Lease covers only Section 3 I & 32, Block 58 
ection 3 1 & 32: Acreage included in the Block 58 State 3 1-3 (A Pl #42-389-32452) & Block 58 State 32 I (A PI 

#42-389-32398) units. 

MF105285E/TX00342.004: Ted Michael Covington 
MF I 05285F/TX00342.002: Ann Covington llenderson 
MF105285G/TX00342.003: Jane Covington Drake 
MFI05285C/TX00342.005: Estate ofNellie May Gohlke 
These leases cover only Sections 31 and 32 

. .... 
• • • . • • • • .. 
••• v 
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AS-ORIULO Pl.AT 

SECTION 40, BLOCK 58, P .S.L., 
REEVES COUNTY, TEXAS 

SURFACE LOCATION; O SVlll"ACI: LOOI T/CH 
$ ffNt: TRA 1/0N PCIII T 

NAO 83, TEXAS CEN1RAL ZONE 
COORD'S: N- 10494272.6, E-1198372.9 
LAT= 31.24'39.4*N, LONC= 103'51'15. 7"W. 

e DCTTCII HCI.E LCCATICII 
{!) rCtWO 1 • IRCW P'.PC 

UN..UUU.V~ .., PRalATION CJHI( 

NOTES: • 
nu AS-ORJU(O PIAT H...S O[(H PREJ>>..qm rRCU A cmmto SURlt'.Y PIAT Oii fU ijf 
1l!( O'FICE Of WA TSOH PROFUSION Al CIIOUP IIIC IH lllov.>.i, IUAS. 
SURfACC lOCATIOII IS AS HAl<(l) 1?/2006, ANY UHII OIIJDISIOHS. PCll( !RAllOII PO:HT /.110 
BOTTO\I HCU ARC AS l'tlOYOEll BY DtESAPtAKt. 
SEC OOCUMEJ<TS OH ru ~I lttlS SUl\£Yl)flS C)f'f1C( roo CQ.1Pl£1E RCCONSTIIUCTION C(' 
rn£St 81.0CICS. 51:CTIOIIS OR SUR\£'t'S. 
COOlO!NAT(S mo Bf- ARE BAS!D o.~ ... lAUBEAT COH1CAl PRCU:CTION Of THt: 
Tt:XAS STATE Pl.ME COORO(HAlE S'rSTCU (IIAO 83). T(XAS CtHITIAI. ZOIIC (<20l) SltlCE 
HAO 27 IS AIITlOUAlEO #10 UN ACCOIIPUSHAllt.£ 'l.lTll UCOtRII SIJRV!:T EOW'llEHT All 
COORO.'HATCS AR( AH ADJJSlMtNT FROM NAO 8l USING Tll( SOfl'tl'ARE •C'ORl'SCOlf , 

, AP!'ROllUAlEl Y 7.9 IU.£S HOR'lli(ASf Of TOYAH. Tt:ICAS. 

( 111£ CJHOERSICIIW, DO H(fl(OY C!Rnrr ll(Af 11/C SURlt:Y JNfT!IIUAflOII rcuNO 
OV /I/JS Pl.AT WAS OCRll'CO f1U)IJ ACIUAL f'l(LO 1/CTfS OR EUCT1U)NIC DA TA ()f' 
OII- THl:- CROCHIO SURf't:TS AJ,IJ)c DY I.IC Olr UNOE:I'( IIY SUPCR!ISIOI/ A/ID IS 
fRtJ£ AHO CORR{CT /V TH[ BESr or IIY K/10111..{DCC A/ID orucr. //0 
'll'ARRAJIT't' IS JIAOC Oii 11/TCIHJEO TOfl ll/C LOCA 1/0N OT All'f Oii AU USDJ(IITS 
lllAT IIAY t:)(rSf 111711/N Tiit 80//IIOS or Tl /IS SUR'.£Y. /Hf IHf'DRIIATIOH 
PRESENTCD 1/CRCON IS FOR Tl-I[ PRIVATE: US£ or me PARTY 1/Al.lf:D IN TH{ 

'RETCREIICC PORTlOII • Of' ll/( nru: BLOCK AHO DOES NOT COI/ST/TUTC A 
CONPlET'C OotJNOARY st/Rlf'Y AS DCTINCO or n "PRCffSSIOIIAL W/0 
SI.IR l'C'nNC PRACTICES ACr. • 

10/.lO/OO 
OAn: 1000 0 

EIHHHHI 
AS- -uD /'L\ T 

1000 

CHESAPEAl<E OPERATING 
BLOCK 58 STA1E '40-1'4 lH 

701 ' f'SL & 2596' F'M. 
SECTION 40, BLOCK 58, P.S.L , 

REEVES COUNTY, 'TEXAS 

2000 FEET 
I 

JOIJ II0.:02- (581-07r,(IJ} IJOOI( SKETCH DRAFT JL._ I/CV. I 

.: 

sc/lfs vJ/ If L/0 
'>1j;i. SE/ 'f ft) 

::1~ >Jc/ If S'O ---;..ooa.c 

~ J1tJ 
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Linda Price - RE: Block 58 State 42 #1H & Block 58 ST 40-14 #1H 

From: 

To: 
Date: 

Subject: 

CC: 

Lindsay: 

Linda Price 

Lindsay. Sheffield@shell.com 

11/ 21/ 2013 9:07 AM 

RE: Block 58 State 42 # lH & Block 58 ST 40-14 # lH 

Drew Reid; Meredith.MacAllister@shell.com; brian.chaffee@shell.com 

Thank you for letting us know SWEPI's decision. 

Please let us know if SWEPI has any questions about, or during, the process. 

Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@qlo.texas.gov 

>>> < Lindsay.Sheffield@shell.com> 11/ 21/ 2013 8:31 AM >>> 

Linda, 

Page l of 2 

SWEPI wiU be pursuing Option l for the Block State 58 40 14 tllli we I. We will have our brokers coordinate 

with Drew for the new one-year backdated leases. Once we have the new leases, with their specific land 

descriptions, Meredith will coo rdinate with you on the releases for the expired leases laid out on the last page 

of your letter dated October 25, 2013. 

Thanks, 

Lindsay E. Sheffield 

Land Representative 
Contracts & Joint Ventures 
Shell Exploration & Production - Americas 
P O Box 576, Houston, TX 77001-0576 
United States of America 

Tel : +1 832 337 0146 Fax: +1 281 544 5022 
Email: Lindsay.Sheffield@shell.com 
Internet: http://www.shell.com/eandp-en 

fil e://C:\Oocuments and ettings\LPrice\Local Settings\Temp Pgrpwise\528DCD6EDO. .. I 1/21/2013 



From: Linda Price [mailto:Linda.Price@GLO.TEXAS.GOV] 
Sent: Friday, October 25, 2013 9:55 AM 
To: Sheffield, Lindsay E SEPCO-UAU/ L/UP 
Cc: Drew Reid 
Subject: Block 58 State 42 # lH & Block 58 ST 40-14 # 1H 

Lindsay: 

Attached please find my letter with the GLO's response to your letter dated October 14, 2013. 

Please be advised that no hard copy will be mailed unless so requested. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

Page 2 of2 
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February 18, 2014 

Meredith McAllister, CPL TA 
Senior Lease Analyst 
Shell Exploration & Production Company 
200 N. Dai ry Ashford 
l louston, Texas 77079 
(Via email to 111ereditlt.11wcal/ister@rlt el/.co111) 

RE: tate Lease MF 107619 2 R/\L Leases, described on Page 3 
tate Lease MF107769 RAL Lease, described on Page 3 
tnte Lease MF104778 6 RAL Leases, described on Page 3 
tntc Lease MF104548 RAL Lease, described on P age 3 

Well: Block 58 T 40-14 #1 H (A PT # 42-389-32449) 

Dear Ms. MacAllister: 

On August 29, 2013, the GLO sent Orian Chaffee of Shell a letter notifying him that our research 
ind icated that there was a four month lapse in production of the referenced well and that, without 
evidence of operations adequate to perpetuate the leases without a cessation of more than 60 
cumulative days, the related leases were subject to termination. 

Shel l replied wi th a letter dated October 14 , 20 13 requesting that the GLO rati fy the leases. On 
October 25, 201 3, we replied that the GLO could not rat ify the leases and offered Shell the 
following two options: Option I) negotiate with the surface owners, as agents for the Stale of 
Texas, one-year leases backdated to August 30, 2012, for the 200 acres covering the SE/4 S W/4, 
W/2 SE/4 and S/2 NE/4 of Section 40, Olock 58, PSL Survey, Reeves County, from the surface 
to 12,378 ', with a bonus to be shared equally between the State and the surface owners or Option 
2) negot iate new, long term leases with the surface owners at the market rate. We gave Shell 30 
days from the date of our letter to noti fy us as to which option they elected, if either. 

On November 2 1, 20 13, Shell in formed the GLO thnt they were planning to pursue Opt ion I. 
Subsequently, Drew Reid, of the GLO, was contacted by one of Shell 's brokers and informed 
that he had acquired all but one of the new, short-term leases. I lowever, although almost three 
months have passed, none or the new leases have been fi led wi th the G LO. Therefore, this letter 
is to request that all of the new leases, payments and lees be filed with the GLO within 30 days 
of the date of this letter or we will have to assume that hell did not acquire the new leases and 
we will retract our offer of the election of Option I. 

Stt'pla·n r:'. A11,1i11 B11ildi11~ • 1700 North l"o11g1t·~, t\wnm: • 1\ 11,1i11 , T,·x.1, 78701 - 149<; 
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Meredith MacAllister 
Shel l Exploration & Production Company 
February 18, 2014 
Page 2 

If Shell files the new leases within the 30 days allowed, please submit to me, for the GLO's 
approval, a draft of partial releases of all but the 200 acres from the surface dO\,vn to 12,378', as 
previously described. If Shell does not file the new leases within the 30 days, please submit fu ll 
releases of all of the leases, except for Section 42 of MF J 04778/\ (see note regarding Section 42 
in the lease description on the following page). 

ln the partial releases or full releases of the leases, please be specific in the description of the land and 
depths being released, describing the lease tracts by actual number of acres and depths and the section, 
block, township, survey, iibstract, county, state, etc., where located. List each lessor who acted as agent 
for the state by name, State Lease Number (MF fo llowed by six digi ts and an alpha character for 
undivided interest) and list the recording information of the leases by volume and page and county(ies) 
where recorded. 

Please contact me if you have any questions. 

Linda Price, RL 
Energy Resources, Mineral Leasing 
512-463-5118 
512.-475-1543 (fax) 
linda.price@glo.texas.gov 

cc: Drew Reid via email to Drew.Reid@glo.texas.gov 



Meredith MaeA ll istcr 
Shell Explorati on & Production Company 
February 18, 2014 
Page 3 

MF107619 80 acres, covering the W/2 orNE/4 or Section 40, Block 58, PSL Survey, Reeves 
County, TX 

State Lease No. 
Ml71076 19A 
MFI 076 19B 

/\gent for State or TX 
Kel ly 1-1. Baxter 
Mark A. Chapman 

Lease Date 
01/20/2006 
08/26/2005 

Recorded Bk/Page 
726/598 
725/33 1 

*Tf SWEPI exercises Option I, the GLO requests a release of the NW/4 N E/4 or Seel ion 40 and all depths 
below 12,378' in the SW/4 ofNE/4 of Seelion 40. 

** If SWEPl does not exercise Option I, the GLO requests a fu ll release or these leases. 

MF 107769 80 acres, covering the E/2 or the NE/4 or Section 40, Block 58, PSL Survey, Reeves 
County, TX 

State Lease No. Agent fo r State of TX Lease Date Recorded Bk/Page 
MF I 07769 Helen Carolyn Allen, ct al 11/ 13/2006 Fi le No. 428 

*If SWEPI exercises Option I, the GLO requests a release of the NE/4 NE/4 or Section 40 and al l depths 
below 12,3 78' in the SE/4 NE/4 of Section 40. 
**If S\VEPI does not exercise Option I, the GLO requests a fu ll release of this lease. 

MF104778A 1,095.22 acres, covering the E/2 of Section 39, SE/,J of Section 40 & all of Section 42*, 
Block 58, PSL Survey, Reeves, County, Texas 

Stale Lease No. Agent for State of TX Lease Date Recorded Bk/Page 

Mf,'\ 04778/\ Dela Minerals, [nc. 02/18/2005 702/686 

If S \VEPl exercises Option I, the G LO requests a re lease of the E/2 of Section 39 and the E/2 SE/4 or 
Section 40 and all depths below 12,378' in the W/2 SE/4 or Section 40. 

*Section 42 is part or Unit Block 58 State 42/11 1-1 (APJ/142-389-32497) which is line for review because 
of a similar situation. Shell may release it or hold it with the knowledge that, if held, the State may 
request a release of ii l<1 tcr based upon the review or Unit Block 58 State 42. 

MF104548 

State Lease No. 

1,120 acres, covering the SW/4 or Sect ion 39, W/2 or Section 40, \\1/2 of Section 
45, N/2 of Section 46, Block 58, PSL Survey, Reeves County, Texas 

Agent for Stale of TX Lease 0<1te Recorded Bk/Page 
Lester Charles Weatherby Jr. I 0/ 13/2004 694/350 

If S\VEPI exercises Option I, the GLO requests a re lease or the SW/4 of Section 39, NW/4, N/2 SW/4 
and SW/4 SW/4 of Section 40, \V/2 of Sect ion 45 and N/2 of Section 116 and all depths below 12,378' in 
the SE/4 SW/4 of Section 40. 



Linda Price - Block 58 ST 40-14 #lH (API # 42-389-32449) 

From: 
To: 

Date: 
Subject: 
CC: 

Linda Price 

Meredith. MacAII ister@shel I .com 

2/ 18/ 2014 9:49 AM 

Block 58 ST 40-14 # lH (API # 42-389-32449) 

Drew Reid 

Reply Requested: By 3/ 20/ 2014 

Meredith: 

Page I of I 

Attached please find the GLO's letter regarding Block 58 ST 40-14 # lH (API # 42-389-32449). No copy will be 
mailed unless so requested. 

Please be aware that there is a deadline for Shell's response. 

If you have any questions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: {512) 475-1543 
Linda. Price@qlo.texas.gov 
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Page I of 2 

Linda Price - RE: ection 40, Block 58 a rel ~c, -= DaJI: ()U ~-===================::=a 
Fr om: <Lindsay. heffi cld@shel l.com> 
To: <Linda.Price@GLO.TEXA .GOV>, <Drew.Reid@ GLO.TEXAS.GOV> 
Date: 3/7/2014 10:44 AM 

ubject: RE: Section 40, Block 58 
CC: <bhebert@acadianland.com> 

Linda/Drew: 

Just an update, we have fina lly gotten some discussion with Helen Allen with regards to her lease. We are also 

fina lly getting some response from Mr. Weatherby. Our primary concern right now is the Dela Minerals tract. 

We have not been able to get consistent response from Mr. Covington, as he was ill and now hasn't been 

responding to our calls. We are still actively pursuing these leases, but as the 30 days required in your letter 

are ticking, I just wanted to continue to update you on our status. Bucky Hebert is diligently pursuing this on 
our behalf. 

I will let you know once we get more signed leases. As an FYI, I will be out of the office for my wedding and 

honeymoon from March 20th back Apri l ih, so if anything arises, please contact Brian Chaffee as he will be 

able to immediately respond. 

Thanks, 

Li ndsay E. Sheffield 
Land Representative 
Contracts & Joint Ven tures 
Shell Exploration & Production - Americas 
P O Box 576, Houston . TX 77001-0576 
United States of America 

Tel : + 1 832 337 0146 Fax: +1 281 544 5022 
Email : Lindsay.Sheffield@shell.com 
Internet: http://www.shell.com/eandp-en 

From: Linda Price [Linda.Price@GLO.TEXAS.GOV] 
Sent: Thursday, February 20, 2014 1:03 PM 
To: Sheffield, Lindsay E SEPCO-UAU/ L/ UP 
Subject: Re: Section 40, Block 58 

Hi Lindsay: 

Thank you for the update . I'll let Drew Reid know to expect the leases. 

Thanks. 

Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
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\ Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

>>> <Lindsay.Sheffield@shell.com> 2/20/ 2014 10:33 AM >>> 
Linda, 

Page 2 of 2 

Meredith passed along the GLO's letter from 2/18, so I just wanted to give you a status update. Attached are 2 
of the leases we have received signed. We are in contact with Mr. Weatherby and Ms. Allen regarding terms, 
and I believe we have reached an agreement, but are waiting for the leases to be executed. Our brokers have 
also been in contact with Mr. Covington at Dela Minerals, but he has been ill so progress has been slow. We 
should have everything hopefully tied up in the next 20 days, but just wanted to give you a status update. 

Thanks, 

Lindsay E. Sheffield 
Land Representative 
Contracts & Joint Ventures 
Shell Exploration & Production - Americas 
P. 0 . Box 576, Houston, TX 77001-0576 
United States of America 

Tel : +1 832 337 0146 Fax: +1 281 544 5022 
Email : Lindsay.Sheffield@shell.com 
Internet: http://www.shell.com/eandp-en 
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Linda Price - Re: Section 40, Block 58 Update 

From: 
To: 
Date: 

Subject: 
CC: 

< brian.chaffee@shell.com > 

Lindsay.Sheffield@shell.com; Linda.Price@GLO.TEXAS.GOV 

3/ 19/ 2014 7:43 AM 

Re: Section 40, Block 58 Update 

Drew.Reid@GLO.TEXAS.GOV 

Thanks Linda. We certain ly appreciate this. 

Brian 

Brian Chaffee 
Staff Cont racts Representative 
Permian Basin 
Shell Exploration & Production Company 

Office 832.337.2781 
Cell 713.366.1284 
Fax 832.932.7438 

From: Linda Price (Linda.Price@GLO.TEXAS.GOVJ 
Sent: Wednesday, March 19, 2014 06:40 AM Central Standard Time 
To: Sheffield, Lindsay E SEPCO-UAU/ L/ UP 
Cc: Drew Reid <Drew.Reid@GLO.TEXAS.GOV>; Chaffee, Brian D SEPCO-UAU/ L/ UP 
Subject: Re: Section 40, Block 58 Update 

Brian: 

Page I of 2 

As requested by Lindsay in her email below, the GLO agrees to grant a 30-day extension of the date that the 
executed leases are filed with the GLO. By my calculation, thirty days from March 20, the original deadline, is 
April 19, which is a Saturday. Therefore, the leases are due Monday, April 21. 

If you have any questions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@qlo.texas.gov 

>>> <Lindsay.Sheffield@shell.com> 3/ 18/ 2014 9:02 AM >>> 
Linda, 
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I just spoke with our broker, and since the 30 day window is closing, I wanted to update you on our 

negotiations. 

Page 2 of 2 

Mr. Weatherby has accepted our bonus offer, but his attorney is not returning calls to proceed with the lease 

form. Bucky spoke with Mr. Weatherby, and he said he would call his attorney to fast-track negotiations on 

the lease form which shouldn't be an issue for us. 

Mrs. Helen Allen is still working on her finalized version of the lease for us to review, but we are aware of most 
of her anticipated changes and should not have an issue with what we know of. She will try and have her 

proposed changes to us by Thursday. 

Mr. Covington at Dela M inerals still has not reviewed our numerous proposals to him, but had thought our 

bonus offer was fair. We have let him know it is time sensitive, but he has been hard to keep continuous 

contact with . Bucky will follow up with him again today. 

As you can see, we are con tinue to work the situation, but I am not sure we will have signed leases by March 

20th . Would it be possible to get a 30 day extension to having the signed leases in your hands? The process of 

signing the lessors has taken more time than usual, but we have come to what we believe are agreements with 

everyone, just not signed the documents. If not, we will have to shu t the well in until the leases are signed to 

prevent any sort of legal risks . We'd prefer to continue operating the well until all of this is completed (the 

leasing and releases) to continue paying royalties to the State. 

Please let me know if you would grant us a 30 day extension. 

Thanks, 

Lindsay E. Sheffield 
Land Representative 
Contracts & Joint Ventures 
Shell Exploration & Production - Americas 
P. 0 . Box 576, Houston, TX 77001-0576 
United States of America 

Tel : +1 832 337 0146 Fax: +1 281 544 5022 
Email : Lindsay.Sheffield@shell.com 
Internet: http://www.shell.com/eandp-en 
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Linda Price - RE: Block 40, Section 58 

From: 
To: 
Date: 

<Lindsay.Sheffie ld@shell.com> 
Linda.Price@GLO. TEXAS. GOV 
4/ 17/20 14 10:50 AM 

Subject: RE: Block 40, Section 58 

Page 1 of 2 

Excellent! Thank you. Once I get them in the mail I wi ll send you the tracking number to ensure they are 

properly delivered. 

Lindsay Sheffield Turner 
Land Representative 
Contracts & Joint Ventures 
Shell Exploration & Production - Americas 
P 0 . Box 576, Houston, TX 77001-0576 
United States of America 

Tel: +1 832 337 0146 Fax: +1 281 544 5022 
Email: Lindsay.Sheffield@shell.com 
Internet: http://www.shell.com/eandp-en 

From: Linda Price [Linda.Price@GLO.TEXAS.GOV] 
Sent: Thursday, April 17, 2014 10:45 AM 
To: Turner, Lindsay S SEPCO-UAU/ L/ UP 
Subject: RE: Block 40, Section 58 

Lindsay: 

Monday is a Skeleton Crew day for the GLO. Drew and I were just discussing the deadline and he said that 
because of the Skeleton Day, we can give you an extra day. That way, you can FedEx them, rather than driving 
them up here and neither one of us being here to receive them. 

Thanks. 
Linda 

>>> <Lindsay.Sheffield@shel l.com> 4/ 17/ 2014 10:11 AM >>> 
Linda, 

We are going to receive the leases for execution today, and then I will drive them up to y'a ll on Monday. There 
is some concern with trying to overnight them over the holiday, so I can make a quick trip. Should I ask for you 

or Drew when I arrive? 

Lindsay Sheffield Turner 
Land Representative 
Contracts & Joint Ventures 
Shell Exploration & Production - Americas 
P O Box 576, Houston, TX 77001-0576 
United States of America 

Tel: +1 832 337 01 46 Fax: +1 281 544 5022 
Email: Lindsay.Sheffield@shell.com 
Internet: http://www.shell.com/eandp-en 

tile ://C:\Documents and ettings\LPrice\Local Settings\Temp\X Pgrpwise\53958B57DOM l ... 6/9/2014 



From: Linda Price (mailto:Linda.Price@GLO.TEXAS.GOV] 
Sent: Thursday, Apri l 17, 2014 8:51 AM 
To: Turner, Lindsay S SEPCO-UAU/L/UP 
Cc: Drew Reid 
Subject: Re: Block 40, Section 58 

Lindsay: 

Thanks for the update and for emailing working copies of the leases. 

Page 2 of 2 

Please have Bucky make sure the leases are received into the GLO on or before Monday, April 21 in order to be 
in compliance with the extension deadline; however, please also note that the GLO wil l be closed tomorrow, 
Friday 18, 2014 for Good Friday. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512)463-5118 
Fax: (512) 475-1543 
Linda.Price@qlo.texas.gov 

>>> <Lindsay.Sheffield@shell.com> 4/ 16/ 2014 1:37 PM >>> 
Linda, 

Just wanted to give you a heads up that we have received al l the back-dated lease for the above section 

(attached). Bucky wi l l be forwarding them to Drew Reid . Meredith Macallister wi ll bring processing the 

re lease as per your letter from February, to be executed and routed to the GLO. 

Thanks, 

Lindsay Sheffield Turner 
Land Representative 
Contracts & Joint Ventures 
Shell Exploration & Production - Americas 
P. 0 . Box 576, Houston, TX 77001-0576 
United States of America 

Tel: +1 832 337 0146 Fax: +1 281 544 5022 
Email: Lindsay.Sheffield@shell.com 
Internet: http://www.shell.com/eandp-en 
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Linda Price - RE: Unit Block 58 tate -t0- 14 

From: 
T o: 
Date: 

ubject: 
CC: 

Linda, 

<Meredith.MacAllister@shell.com> 
<Linda.Price@GLO.TEXA .GOV> 
5/29/20 14 2:03 PM 
RE: Uni t Block 58 State 40-14 
<brian.chaffee li7 She ll.corn> 

I am confirming receipt of your emai l and will start working on the releases . 

Meredith 

From : Linda Price [Linda.Price@GLO.TEXAS.GOV] 
Sent: Thursday, May 29, 2014 1:38 PM 
To: MacAllister, Meredith R SEPCO-UAU/ L/A 
Cc: Chaffee, Brian D SEPCO-UAU/ L/ UP 
Subject: Unit Block 58 State 40-14 
Importance: High 

Meredith: 

Page 1 of 2 

Because of administrative maintenance reasons, the GLO has decided to issue new mineral file numbers for the 
one-year backdated leases of Unit Block 58 State 40-14 rather than making the new leases part of the original 
lease number files. 

Therefore, we will need full requests of the original leases rather than partial releases, with the exception 
of MF104778A. The releases will need to be effective August 29, 2012, the day before the new lease dates. 

MF104778A covers 1,095.22 acres including the E/2 of Section 39, SE/ 4 of Sect ion 40 and all of Section 42, 
Block 58, PSL Survey. It is included in a review of Unit Block 58 State 42 # 1-H which has not yet been 
concluded. Therefore, you may either release the SE/ 4 of Section 40 now and possibly have to do an additional 
release of the other acreage covered by the lease, or you may wait until our review of Unit Block 58 State 42 
# 1-H has been concluded and release whatever additional acreage of that lease is determined to be terminated. 

You will be receiving the GLO letter approving the new leases and listing the new lease numbers soon. Please 
refer to the new lease numbers when making any payments towards, or in correspondence regarding, the new 
leases. 

Please confirm your receipt of this email and if you have any questions, please let me know. 

Thank you. 
Linda 
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Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@qlo.texas.gov 

Page 2 of2 
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OIL ANO GAS LEASE 

Mf/C1"11g .::; 

ti'(\\~ l\ q(o ft 

THIS AGREEMENT Is mado and entered Into this~ day ol ,.,11..,u.._g,.us .. 1 ____ ~ '2ll.._ , betffllen the State of Texas. ectlng 

by and through Its "!Jeni, Mark A Charno1Lp...,o"'.'"'B"'o"'x'-1._.3 .. e"'9-Se,,,,.,aulvx,,_,T""e"'!"'no ..... n'-'11J1c.:4c_ _______ ______________ _ 

(Gi-A, Pemuinon1 Aodreu) 

said ageni herein referred to aa the owner of tha soil (whctrier one or more). end ~e,_.1_.L,.._p _____ _ 

of p,o Box sze Hou,ton Texu.llQQ.L ________________________ herelnanercalled Lessee 

(Gr. P•'ffl;lnonl Addro,a) 

1. GRANTING CLAUSE. For and In consideration of the ~mounts stated below and of the covonant1 and ngreamenls to be paid, kepi and 
performed by Llssr;,, undor this lta~o. tha Statu ol Texas oct,ng by and through tho owMr ol thl' ~oil, htoNby grants. li..1101 and let• unto La1ooe, for 
the sole and only purpose of prospecting and drilling for and producing oll and gas, laying pipe linos, building tanks, storing oil and building power 
stauons, telephone lines and other structures thereon, to produce, save, take care of, troat and transport said products of the lease, the followi09 larids 
situated In Reoyes County. State orrexab, to-wtt: 

j The Southwo,t Ouaner of the Northeeat Quarter (SW/~ of the NE/4) ol Soction 40, Block 50, PSL Survey, Re.ivea County, Taxos, ln'IClar PS to only 
covJr frMl thc- ,urfacr. down to 12,378' 

t;Ontalnlng ~QQ__ __ Geres, more or leu Th<, bonua consideration pela for thb 111~ 1, •• lollows: 

To the SIBte otToxas Tnl!JY five Thoy,and ooiaf§ & 001100 

0o1111l csas 000.00 _ __, 

To the owner r,f the 1011 Th,rty f l'& IllP11~0!1..tl21WJ·a&uoOOl.u.10""0"--------·----------

Dall•~ ($» 000 00 ___J 

Total bonus conslderatJan· ~lY Thousand Q!l!wl.A Q.Q._11,.,000<.. _______________ _ 

0o11 ... ($7!2.l!2MlL __ , ___ _., 

The total bonu: consideration paid rnproaontn a bonus of ~U.ris!J29,.,na.,_r,..s.,&..,OOla:..)..,OO..._ __________ _ 

-------- - - ------- Dollar~ ($',l OQO.QQ l per 10,e, on .,,,3G .... x:oo._ ____ net ocrea 

2. TERM. Subject to the other provisions In lhls lease, this lease shall be tor a t•rm ol ..Qn.£)1) years from 
lhis dat~ (herein ci,lled ·primary t11rm') and aa long thereafter aa oil and gJa, or ehhur of them, 1, produc,d In paying quantl~ee from said ltnd As used 
1n this lewse, the term 'produced In paying quantltle1' means that the rocelpts from the sale or other authorized commen:ial u10 of the substance(s) 
eoverod exceed out of poci<at operational expanses for the six months last past. 

3. DELAY RENTALS. If no well ls commenced on the lea sod premises on or before one (1) year from this dato, this lease shall terminate, 
unlen on or beforr such anniversary dat'I Lessee shall pay or tender tu the owner ol the r,o/1 or to his c<adk In the P8.)'.J)~ lH!l.Qiit!F..!3.S 
Ql:_THE SOIL Bank, ,II • 
or n1 succe1sors (which shall continue as tho deposijory regardless of changes In the ownership of said land), the emounl specifted below; In aodltlon, 
Lessee shall pay or tender to lhe COMMISSIONER OF THE GENERAL LANO OFFICE OF THE' STA1E OF TEXAS, .AT AUSTIN, TEXAS, 1 ll<t sum on 
<.r before Hid date. Paymanb under lhl1 pa,1911ph shall oporate as • rentol and shall cover tho prlvllege ot deferring the commencement of a well for 
one (1) yeer from u d date. Payments under this paragraph shall be In the foJowlng amounts 

To the owner of the so~:------

UJllll'I -- - -- ·---, _ _J 
To the Stell' of Texa1 

Doll~l'I ___ _ 

Total Delay Rental ____ -----------

Oollaro 
______ _) 

In o like manner and upon like payments or tondel'I annually, the commencement of a well may be further deferred tor succosalvt> periods ol one (1) 
year oach during the primary tarm. All paym..nts or tenders of n:.ntal to tho owner ot the 1011 may be mado by cherJ< or 11oht dran ol Lauco, or any 
assignee of this leue, i nd may be dohvorod on or before the renta l paying dote. If the bank dulgnated In this paragraph (or Its succes1or bank) 1hould 
cease to exls1, suspend buslnesa, liquidate, fa~ or be succeeded by another bank, or for any reason fall or refuso to accept rontal, Lessee shall not be 
held In defaull for failure to make ~t•oh peymanta or tenders of rental until thirty (30) days ofter tho owner of the soil shall dollvor to Leueo a proper 
r=rd•ble in,trumant naminv another bank ns agent to receive euch ppyment~ or tenders. 

4. PRODUCTION ROYALTIES. Upon production of on and/or ga,., Lenee agrees to pay or cause to be paid one-half (112) or the royalty 
provided tor In this lc:.se lo the Commis•ionor of th~ General und OfrlCG of lhA Sti ta <,f Twxn~ 11 Au1t1n, Texa:, un~ ono,helf (112) 1,f such royatty to th .. 
owt1er of th= 1011: 



(Al OIL Roy,hy payable on oll, which iJ defined aa &11.:hlding 111 hydrocarbon, produced In I liquid torm at thu m~uth of the won end 1110 u 
111 c:onden:;.ite, dlsUll• t~. end othelr liquid hydrocarbon, rooovered from oll or gas run through 111paretor or o\h11 equl~nL ~G herelnaft11r provided, 
shall be 114 part of the grou production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the higheal posted price. plus premium. if any, offered or peid for oll. condensate, distillate, or other liquid 
hydrocarbons, respectively, of a l il<o type and gravity In tho general area where produced and when run, or 2) the highest market pric4 thereof offered or 
paid In the general area where produced and when run, or 3) lhe gross proceeds of the sale thereof. whichever Is the greater. Lessee agree, that before 
any gas produced from the leased premises Is sold, used or processed In a plant, tt will be run tree of c:ost to the royalty owners through an adequate oil 
and gas saparator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by auch means 
will be recovered The roqu1remant that 1uoh gu be run through a .ep1111tor or other ~uipmont may be walw>d, In writing, by the royalty owners upon 
such terms and conditions ea they pre,cnbe. 

(B) NON PROCESSED GAS. Royelty on any gas (including Hared gas), Which 11 defined es all hydrOCllrbons and gaseous substances not 
defined as oil In ,ubpuagr~ph (A) above, produced from any w.11 on said I.ind (uc,,pt aa provid;.d herein witll raapoc:1 to ge i prooHood In o plant fOJ 
the extraction of gasoline, liquld hydrocarbon, or other products) shall be 114 part of the gross production or the market valuo thereof, at the 
option or the owner o f the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comperabte quality in the general area Where produced and when run, or the gross price paid or offered to the producer, whichever Is the greater. 
provided that tho max,mum pressure base In measuring the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base tompereture shall be sixty (60) degrees Fahranhelt, correcilon to be made for prelaure acc:ording to Boyle's Law, end for specific 
gravity acc:ordlng to tests made by the l:lalance Method or by the most approved method of testing being used by the industry at the time of teating. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other llquld 
hydrocarbons shall be --1M_ .. part of the roi;ldue gH and the Uquld hydrOCllrbons extl'llcted or the marktl volue th11reof, :,t the ,o~tlon of tho own t r 
of the soil or the Commluloner or the Oenert l Land Office. All royalties due herein shall be baaed on one hundred percent (100%) of tho total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or thet percent acc,uing to LeaMe, Whichever Is the 
greater, of the total plant product,on of liquld hydrocarbons attributable to the gas produced trom this lease; provided that If liquid hydrocarbons ara 
recovered from glB processed In a plant In Which Lessee (or Its pa111n1. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid 
hydrocarbons shall be rrfty percent (50%} or the hlgheat percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or If thore Is no ,uch third party, the highest percent then being apecfflod 1n processing agreement, or contracts In 
the Industry). whichever Is tha greater. The rupoctive roy1"ies on residue gaa and on liquid hydrOCllrbons ah,11 b• determined by 1) the high eat market 
pr1ca paid or -,fferad for any gaa (or llquld hyd=rbons) of comparable qual~y In the general area. or 2) the grolS price paid or offered for such 11111due 
gn (or the we'9hted average grou selling price for the re1poctlve 11rades of liquid hydro~rb<>n1), whichever Is the graator. In no e11ont. however, shall 
the royaltios payable under this paragraph bo leas than tho royattle1 which would have !>loon due had the gaa not been processed. 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said ga, be •calngha.d; •dry; or any other gss. by froctiunat1no. burnir,11 or 1ny other proceuing •h• ll ba _ __lli_ part or 
the gross production of auch produc:1•. or the market value thereof, at the optlon of the owner of the son or the Commissioner of the G'eneral Lal'\d Olftco, 
such market value to be determined as follows: I) on the bas!s of the highest market price of each product for the same month In which such p,oduct is 
produced, or 2) on the basis of the average groH sale price of each prodUCI for the same month 1n which such products are produced; whichever ia the 
greater. 

6. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, tt this lease 1$ maintained by production, the 
myaltles paid under this loaae In no event :.hall ba lass than an amount equal to the total annual delay rontal horeln provided; otherwl.a, there shall bl 
due and payable on or before the last day of the month succeeding the anniversary data of this lease a sum equal to the total annual rental less the 
amount or royalties paid during the preceding year. tt Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be orie dollar ($1.00) per ac:rv. 

6, ROYAL TY IN KIND. NolWrthstandlng any other provision In this leaso. at any time or from time to time, the owner or the soll or lha 
Commlu lon.:ir of the C1on~rJI L~nd Offl<'.e m::y, .t lhll c>pllon of • ilh~r. upon not les1 than sixty (60) d1ys notlu to the hold-Or ol tho ~He, require that the 
paymdnt of any royaltla1 accruing to sucll royalty owner under thlt lusa be maoe In kind. The ownot of lhe soil's or the Commissioner of tha General 
Land Office's right to lake Its royalty In k,nd shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's righls 
or Lesse~·s obllget1ons, whether r)<l)res, or Implied. under this lca,;o. 

7. NO DEDUCTIONS. Lenee agrees that all ro)'a ltios acc,u1ng under this lease (Including those paid In kind) , hill be without deduction for 
the co,t ,,t produo,ng, g:.thcring, ,torlno. sep~rtUn~. v.~Ur1g, dJhydratlng, .:omprt11<. 111g, proet"u lng, tranapolilnu. and Clfhol'lllle ~ kfng th, oil, go and 
othur productll hereundor roady for a ale or uso. Lessee agrees to computo and pay royalties un the gross value received, lndudlng o ny reimbursements 
for sever~nce taxoa and production relatC'd c:osts. 

8. PLANT FUEL ANO RECYCLED GAS. No royalty shall be payable on any gas ea may represent thl5 lease', proportionate share of any fuel 
u,ed to prooc-ss g~s produuid hertunJer In any proce~1lng plant. Notwlth1tanding Jny other provt~lon of lhil lan e, and 1ubj...cJ to lh" wrftten consent of 
the ow~•• of the soil and the Commiaaloner of the General Land Off'rce. Lessee may recycle gas for gas lift purposes on tho leased premises 0 1 '°' 
Injection Into any oil or gas producing formation underlying the 1eaaad premises after the liquid hydrocarbons contained In the gas have boon removed; 
no roya~,e~ ah,dl be p1yabkl on the recycled gas until It Is produced and 1o!d or used by Laueo In a manner which entitllll' the royalty owne~ to u 
royalty undor thl, loaao. 

9. ROYALTY PAYMENTS ANO REPORTS. All royalties not taken In kind shall be paid to the Commlasloner of the General Lal'\d Oftice at 
Ausun. Toxo, . In U1a following mJnner: 

Payment of royalty on production of oil end gas ahall be u provided In the rulos set forth in the Texas Register. Rules r.urrently provide that royalty on oil 
is due and must be recu\vll(j h, the Gon,~I Land Offloe on or before thu 6th d1y of the second month auccHdlng th., month ol proclucllon, Jnd royaMy 
on gaa la due end muat be received In the General Land Office on or bolore the 16th day of tho second month succeeding tho month or production, 
accompanied by the affidavit ot the owner. manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
and showing tha gross amount and disposition or all oil and ges produced and the market value of the oil and g&1, together with a copy of all documents, 
records or report, confirming lhe groea production, dlspostt lon and market value including gas meter readings, plpeUne ,ece1pta, gas line receipts and 
other cho<:i<s or memoranda of amount produced and put Into plpollnea, tanka, or pools and gos lines or gas storege, and any othor reports or records 
which the General Land Office may require to verify the groas production, disposition and market value. In all caaoa the authority of a manager or agent 
to act tor the Lessee herein must be filed in the General Lend Offico Each royalty payment ,hell be accompanlod by o check ,tub, schedule, aummary 
or other remittance advice showing by the ault)ned General Land Office lease number the emount of royalty being paid on Heh lease. ~ Lenee pays 
his royalty on or before thirty (30) ddyt after Iha royalty pay,Mnl waa due, then Leasoo owes P penalty of 5% on tha royalty or $25.00, whichever Is 
greater A royalty payment which 1& over thirty (30) days late shall accrua a penalty of 10% of the royalty due or $25.00 whichever la greater. In addition 
to a penalty, royalties shall accrue Interest at a rate of 12% per year; such Interest will begin lo accrue when the royalty 11 sixty (60) days overdue. 
Affldavos al'\d supporting documents which ere not flied when due shall incur a penelty In an amount set by the General Land Offioo administrative rule 
which ls effoc:tlve on the date when thll affJdavlla or supporting document, wero due. The Leuee shall be~r all ruponslblllty tor paying or causing 
royaltles to be paid H prescribed by the due date provided herein Payment of the delinquency penalty shan In no way operate to prohlbtt the Stale', 
rtghl or forfeiture as provided by law nor act to postpone the data on which roydlc• wero originally due. The above penally provisions ahall not apply In 
caars ol tltle dispute as to the State'• portion or the royalty or to that portion of the royalty In dlaputo aa to fair market value. 

10. (A) RESERVES, CONTRACTS ANO OTHER RECORDS. Lessee shall annually furnish tho Commissioner of tho General Land Office 
with Its best possible estlmnta of oll and goa re.ervn undartytng this leoGo or alloc.:tble to thla lta,a i nJ aha II fuml1h a~id ~o,nmio lonor with oopl~s of 
all contracts under which gas t- aold or processed and all subsequent agrec,ments and amendments to auch c:ontraca within thirty (30) days after 
entering Into or making such contraCII, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in c:onfidence by Iha General Land Office unle11 otherwise outhor11.ed by Lessee All othar contracts and record& pertJlnlng to the production. 
trensportatlon. sale end marketing of the oil and gas produced on said premlsea, Including the books and accounts, receipts end discharge, of all walla, 
tanks, pools, meters, and pipelines shull at all times be subject to Inspection and examination by the Commissioner of the General Lend Office. the 
Atlomoy General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notico or all operwtions on this lease shall be submitted to the Commissioner of the Goneral 
land Office by Lenee or opel'3tor five (5) dRyc belo1e 1pud date, workover, NM>ntry, tumpo11ry abandonment or plug ond ob•ndonmr.nt of any wen or 



well• . Such wnttc,, nollco 10 the U>lneral Land Office lhell Include cop'es of R11lro1d Comm!.alon IDrms for ap~llcatlon to drill. Coples of weU tes11, 
completion report.. gnd pluoping report, ahell be auppllrd lo the Geocral Land Offlu at lhc Ume they are ftled with tho Texaa Rallrci d Commlsalon. All 
eppllcatlona, permits. roports or other hfings that reference this leaS& or eny specific well on the leesed premises and th1t are submitted lo the Texas 
Railroad Comr,linlon or any other govPmmenlal agency shall lncJude the word 'State' in the title. Addrtlonally, In accordance with Railroad Commission 
rules, any s!Qnage on tho leased premises for the purpose or Identifying well$, tank batteries or other nsoclated Improvements lo the land must also 
include tho word 'Stata." Leaaee shell supply the General Land Office with any records. memorand1, occounts, mports, cuttings and cores, or other 
1ntorm.t1on rolatlva to the ope.ration of thb above-described premises. which may be requested by the General Land Off~. In eddlllon to thoSG herein 
expreuly provkied for. Lenee shall have an elactrical and/or radloactlll1ty survey made on the bore-hole M'Ctlon, from the base of the surface casing to 
the total depth of well. of all wells drilled on the above described premise& and shall tronsmk a true copy of the IOg of each survey on esch wall to the 
General Lond Offlc:9 w thin tlflecn (1a) d1ya 11\er the making of said survey. 

(C) PENALTIES. Lenee shaU Incur a penally whene\/Or ropon1. dcicumen11 or other meterlele , ,.. not filed 111 tho Genoral l.,nd Office when 
due Tho penally for 1'!tu "11111l thall bll <atty the GBntql Land Offlct- o1dmlnl11r; tiv~ ru le whloh I• GlfQctlvJ t.11 thll deto wl\An th:, r.~t,·ri• I~ W<.19 dut in 
th!' Cenurcl L~nrl Ofll~. 

11. ORY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term heroof and prior to dl•oovery and 
produelion of oil or gow ~n ~t1ill lofld. Lo~'.l'I ahould drill~ dry hole o, kvlGa th1;,uon. or If duri~ the pnm, ry term h .. ouf and 1ft11r th• dlacov~r, ~nd 
aciual production of ell or gas from the leased premlset such production th<lreor ahould ceue from any caua,. this lease shalt not termln1ta 11 on or 
before the expiration of sixty (60) dwys from date of completion of said dry holo or ceuatlon of production Lessee commences additional drllllng or 
reworking op,>r~tlona thereon, or veya or tondera th~ next annual dtlay renl1I In the same mJnner aa p,ovidud In th~ loue. If. during the In t yeer of the 
pnmary term or within Jixty (80) days prior therelo. e dry hole be comptelad and abendoned. or th• production of ell or gas should ceue for any cause. 
Lessee's rigMs shall r.;maln In full force and offact without further operations undl the expiration of the primary term; and If Leuee has not resumed 
production In paying quantities at the expiration of the primary lerm, Lessee may maintain thll lease by conducting addhlonal drt!Ung or reworking 
operation, pursuant to Paragraph 1~. using tha expiration of the primary term as thG date of eenation or produ.:tion under Paragraph 13. Should the first 
well or any subsequent wall drilled on tho ebove deacribed land be completed II a ahut-ln oll or gas well within the prrnary term hor.or, L.:,uee may 
resume payment of the annual rental In the aame manner as provided herein on or before the ,ental paying dale foUowing the expiration cf sixty (60) 
days !tom the da\;, of rompletlon of 1uch shut-In oll or gas well and upon the failure to make such payment. th~ leHe ahd Ipso facto terminal" If at the 
explrallon of tht. prwnary term or any time thoreafter a ahut-ln oil or gas wall ia located on the leaaed prem,ses, p;iyments may lie made ,n accordance 
with tho shut-In provtsloM hen.of. 

12. ORI LUNG ANO REWORKING AT EXPIRATION OF PRIMARY TERM. II, at the explralion of the primary term. neHher oll nor gas Is being 
produced on , ~Id land. but l.ossil' ts then t ng11.gtd In drilling or row.irking oparauon .. thereon, !hi:. 18111 •hall ,.main In fore. bO long Js operation:. on 
uld -11 or for drilling or reworking of any additional welts uo prosecuted In good fallh and In workmanlike manner without lnlerruptlona totaling more 
than sixty (60) days during any one such operaUon. and If they rosuft In the production of oil and/or gas, so long thereafter u oil and/01 gas Is produced 
in paying quantlt18s from aald land, or poyment ol shut-,n oil or gas wall royallfos or compensatory royalti115 la made as provldoJ In thlll leaH . 

13. CESSATION DRILLING, AND REWORKING. If. after the explrallon of lhe prn,ary term, produc:1lon of oll or gos from the leased 
prt!mls~s. ~ftar once ohtainlld, should co.La from any cauH. thil lia.a ah~II n~t tarmin1t11 d L~"c.o oommt ncoa 1dd1tlonal drilling o, reworking 
op~rellons within ai)<ly (80) days aftu auch ceasaUon, and thh leoH shall remain In full force and effect for so long es such operetlona conllnua In good 
fa ith and In workmanlll<e manner without interruption, tot~llng more than sixty (60) days. If such drilling or reworking operations resutt In the production 
of oil or gas, the lease shall remain In full force and effect for ao long 11 011 or gu ls produced from the leased preml&ea In payln~ quantllles or payment 
of ahut-ln oll or gaa well royantva or payment of compensatory royaltlea la made II provided horvln or a, provided by law. If tlie drilling or reworking 
operations result In the complctlon of a well as a dry hole, the luae wilt not lermlnate ~ the Lessee commences 1dd~lonal dt1111ng or reworking 
operations within , lxty (80) Joys ol\er the completion of the wen as~ dry hole, and this lone shall remain In effect so long as Leasoa conttnuea drilling or 
re.working operations In good faith 3nd In a wotkmanllke manner without inlerruptlons totaling moro than alxty (60) days. Lene, shall give writlen notice 
tp the Gener.ii Land Office within thirty (~O) days of any coaaation of production. 

1• . SHUT-IN ROYALTIES. For purposes of this para~raph, •weir means any w,,11 that has been aulgncll a well number by th~ t l ate pgency 
havln~ jurl11itlion ovor ~,e OfoduC\llon or oil ~nd g~~- If, et any t,mc aftar lht IXJ)iratlon of lhr prltht ry lon11 ol o luu lh•L until being , hut In, w.- being 
maintal,ied In foru and effect. a Wl'.:11 capable of producing oil or ;11 In paying quontltle, It localed on the leued premise•, but oll or ;u 11 not being 
prOduCOd for laclt of sukable produellon facllltles or lac,( of a eu~able mark&!, than Lessee may pay as o shut-In oil or gas royalty an amount rqual to 
double the annual rental provided In the lease. bll1 not lass than S 1,200 a year fer each wnll c1p1bla of producing oQ or gat In paying quentiti11.. If 
Paragraph 3 of this leeae does not specify • de!.y rental amount, then for the purpose~ of lhls paragraph, the delay rental amount shall be one dollar 
(S1 .00) per acre To b~ aflectlve, each inltlal ahut-ln oil or gas roy1lty must be paid on or belor'J: (1) lhe e,cplratlon of the primary term. (2) 60 days "lter 
th e Lesseu cea&M to produce oll 01 gu from tho leased premltaa, or(3) 60 days after Leuee compleloa I drilling or reworking operptlon In accordance 
w,th the kl~sc prov,aions: whichever dote Is latesL Such payment shall be made on&-haK (112) 10 the Commlu loner of the Gane,al Land Office and on&­
han (112) to the own4r or tho soil. If the ahut-ln oll or gas roystty Is paid. the leno shall be considered to be a producing lease and the payment shall 
extend tne term of the lease for o porlod of ona yoar from tho and of the primary term, or from the first dey of tho month following the month in which 
production oened, ftnd, afier lhat, ff no suffable production laclliles or suileble market !or the oil or gas oxlats. Lessee may extend tho lease for four 
more successive periods of one (1) year by paying lhe same amount each yoar on or before the expiraUon of each shut-In year. 

15. COMPENSATORY ROYAL TIES. If, during the period the leese Is kept In effect by payment of the shut-in oil or gas royalty, oil or gas Is 
sold and delivored In paylno qu~ol~ie:, from a well IOC11te<: within on-1 thou~and (1 .000) ltet of th• l1ued rrt;ml1es and complnlld in the ~Dma producing 
reservoir. o, In any eue In which dr•ln1ge Is oceu,rlng, the right to conUnue to maintain the leese by paying the shut-In oil or gas royelty shall cease. bul 
the lease shall remain effective fer tha remainder of the year for whlcn Iha royalty has been paid. The Lenee may maintain the loeae for four more 
successive yeore .iy Lar.see pa)'lng compensato,y royalty at Iha royalty rate provided in th• lt .1Se of the market value o! production from the well e1uslng 
the drelnaqe or which ls complrtod Ir, the um,1 prodlodng reservoir and within one thousand (1,000) feet of the leased promr.aa. Th• compRnutory 
royalty la to be paid monthly. one-han (112) to th~ Corrvnllslonar ol the General Land Office and ona,helf (112) to th.. owner of the soil, beginning on or 
before lhe last day of the month fellowing tho month 1n which the oil or gas Is produced from th~ well cau,lng the dralnagu or that Is ~ompleted In the 
same producing reservoir and lucated wltioln cna thousand (1,000) feol of the laa1ad promlsea. If th& compensatory royalty paid ,n uny 12-month period 
is an amount less then th<' annual ~hut~n otl or gas royalty, Les1ea shell pay an amount equel to the diffananee within thirty (30) days from the and ol the 
12-month period. Compensatory ruyatty paymonla whlch are not Umely paid wlll 1cr.rua penalty and lnloreat In accordance with P4regrsph 9 of lhlt 
lo·ue. None of these prov1&lo~ wlll rallevo U'S~ij• of the obligation of reuonable development nor the obligetion to drill offlat wella os provided In 
Texas Nalural Re~ources CodP 52.17:l; h.r.vever ~t tha determination of the Commiu laner. and with the C0<1V11lstloner's writt~n approval. the payment 
of compensatory roy, ltle~ c.tn ~tl.ly tho obllgaUon to drill offset wells. 

19. :\ETAINED ACREAGE. Nolwlthslandlng t ny provl$1on or this leileo to tM contrary, after a well producing or e1pable of producing oil or 
gaa h;s bNn .iomplot:.>d on tho ltJaed pramla~,. l.ettel\ t hall exorcise thi. dlllg1new of ~ re1.onlbly pru<4ent opor4tor In drilling auoh tddltlonat well or 
wells u may be reabon1bly necessary for tho proper devolopmenl of the leased premlsa. and In marketing the production thervon. 

(A) VERTICAL. In the event thlt lease i:J In force and effect two (2) years after the expln,Uon date of the primary or e>tended term M shall then 
ten,,lratc :is to •II uf the tea.;ett prcm1sn , El(CEr T (1) 40 acrac ~urroundlng aach oil wrll a..pablc, of producina In paying quantitle~ 1nd 320 , ore~ 
aurroundlng each gaa wall cepoblo of produelng ln paying quantltlea (lnaludlng • shut·ln oil or g~- well u provided In Paragr1ph 14 hereJI), or I wall 
upon which Lessee Is then engaged In oontlnuou, drilling or roworklng oporatlona, or (2) the number of ecres lneluded in a producing pooled un~ 
pursu1nl to Texas Natural Re110urces Code 52.151-52.1$4, or (3) such greaten or lessor number or acres as may then be alloellt&d !Or production 
purposes to • prorallon unit for oeeh such produrlng well under the rules and regulations o1 tho Rallrood Commlulon of Texa • • or any successor 
agency, or olhar governmental authority having jurisdiction If at any time after the effective date of the partial termlneUon provisions hereof, the 
1ppficabla field rulea aro changed or lne well or wells located thereon are rednaifted so that leas acreago is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Nolwithstandlng the term,netlon of this lease as to a portion of the lands covered hereby, Lessee shan nevertheless continue to have tho right of lngreas 
to and egress from the lands still subject to thla leHe for all purposes described in Paragraph 1 hereof. together wtth oasaments and rights-ol·way fer 
existing roads, axlsllng plpellnea and r,thor existing lecllitlea on, over and acrosa all thA lands described In Paragraph 1 hereof ("the retained lands"), for 
access to and from !he ret,.lned land, end for thl" gatnerlng or lranaportation of oll. gaa and other mtnorals produced from thA retained land,. 

(B) HORIZONTAL. In the event thla lease Is In force and effect two (2) yeara •~er the expiration dale of the primary or extended term It shall 
further tarmln•ta •~ 10 all ".l;o-pth- below 100 lo,t bel,w thd totol deplh drillud (hereinafter tta .. par depth~') In e1rh wcll locat..d on -r:tQag, relalnetl rn 
Paragreph 16 (Al 1bove. uni~-¥, on or before twO (2) yeara efter the primary 01 extendOd term Leaaae peys an amount equal to ono-half (1/2) of the 



bunu:; or1glnJlly paid a.. c.'lnsldcrat,on for thit le.i"4. (• :. specified on page 1 ht root). If auc;h , mount la paid, thl• loase shell bo In folQI end etieel J I to 
:.uc:11 docp" o.ip\h&, and said t~rmln1tlon •h~II be delayed for an ndditloniil period of two (2) )~~r, und <.e long thoroefl, , J~ oU or gl\ ii produced In 
p<1ylng quMiitlo, from aut.h deepbr depths revered by thi$ l11~e. 

(C) IDENTIFICATION ANO FILING. The surface ~creage retained hereunder at to each well ahall. n neerty a~ practical, be In the form of a 
square wah 'he weU IO<'alod in th• cr,nter thcrcof, or QUoh l'lther shape ~· may be approved by the Commlu loner ol the G'!neral Land Office. Within 
thirty (JO) de~ after partial termination of !his lease as provided heroin, lessee aha II execute and rocnrd e release or releases containing a satisfactory 
legal description of the ooooge and/or depths not retained hereunder. The recorded r•lease. or a certified copy of same. shall be flied in the General 
Land Office. accompanied by the filing tee pro1C11bed by the Goneral Land Office rulos In offed on u,e date the release is filed. lf lesaae faUs or refu88t 
to execute 1ne1 record 1uch release or rolease~ within n,noty (00) d1ys • her b• lng requested to do t o by the Gen0<1ll Li nd Offk:e. thon tho 
Commluloner at his sole discretion m.Jy do;;lgnate by wrttten Instrument tho ecreago and/or depths to be released hereunder and record auch 
in1trun1tint Bl Lessee'a expen11 In the county o< counties wti.ro the lea .. It iocdted and In th.I ollleial record, of the Gonaral Lane! Offico and auch 
de,ignatlon ahall bf' binding upon Lano-; for all purposea. 

17. OFFSET WELLS. Nel\her the bonus, delay rentela, nor royalties paid, or to be pal<i, under thi, teaw shall ralleve Lessee of hi& obligation 
to prott:ct tho oil am, gl~ under lh5 aboVti-Qoscrlbad lend from bulng dralnul. Lo.ace;, aublena.. ,.i.,.,lver or other t;ijt1t In c.,ntml of the ~ Ofed 
premises shell drill as many wells aa the faela mey Juatlty and shall use appropriate means end drill to a depth necesaary to prevent undue drainage of 
oil and gas from the leased premises. In addition. ~ oW and/or gas should be produced In commercial quanlitlos within 1,000 feet of the leased premises. 
or In any case where the leased premla8S is being drained by product,on of 011 or gas. the Leaseo, 1ubleuee, receiver or other agent ln control of the 
lea•ed premises ahall In good faith begin the driU:ng of a well or well, upon the feaseCI premises within 100 days after tho draining well or wall& or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quanli11es and shall prosecute such drilling wUh diligence. 
Fallure to satisfy the statutory offset obllgatlon may subject this Iona and tho owner of tho soil's agency rights to to<fdure. Clnly upon the determination 
of the Commissioner of the General Land Office and wrth his written approval may the payment of compensatory royalty under applicable atatu1ory 
parameters sabsfy the obl'gatlon to drill an offlet W9II or wells required under this paragraph. 

18. FORCE MAJEURE. if, after a good faith effort, Lessee Is prevented from complying with any e>11>re1s or implleCI covenant of thls lease. 
from conducting drilling operations on lhr leaaod premise&. or from producing oil or g~, from the leu wd preml11s by rtacon of w", robullion, riots. 
~t/lkes, acts of God. 01 any valid order. rule or regulation of government authority. then while so prevented, Lessee's obllgatton to comply with such 
covenant shall be suspended and Lessee shall not be Wable for damages for failure to comply with such covenants; additionally, this lease shall be 
elClended while Lenee Is prevented, by any such cause. from conducting drillfng and reworking operations or from producing oD or gas from the leasod 
pl'dmlaet. Howavor. nothing on this paragraph shall suapend the payment of del1y fllntals In order to maintain this lease in affoel during the prrnary term 
in the ot:.senr.e of auch dnlling or rcwork11111 ocvatlon1 or production of oil or gas 

19. WARRANTY CLAUSE. Ttie owner of the aoll warrants and agre~s to dek,nd tltle to the leased premises. tt lha owner of the aoll defaulte• 
In p~yment~ owed on thr la•acd ~rumiao1, the,, Lob, w may redoem the rights of the owner of Ille 1011 In m. le;,cd premiaea by µ~ylng any mo~ =9r. 
taxea or other Ilana on the le~sed premlsea. lf Lessee rTtBkea payments on behaW of tho owner of tne soil under this partgraph, lessee may recover the 
cost of these payments from the nsntaf and royanie~ due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. ff the ownar of the sell owns fess than thll entire undlvtdad ~urf.ce e~tate In the above, 
de; 1cribod land. whetlwr or n~t Lo~•ev's lnt1>resl is sp...-.!fied horllh, thi n the roy~lti,i and runt.I hue In provldiX! io bo paid to this uWnor of Iha aoli lll,:,11 
be palo to him In lhll proportion which his Interest bears to the enUrc undivided surface 83tate • nd the royaltlea and rental herein provided to be paid to 
the Commissioner of the General Land Office of the Stale of Texas shall be likewtse proportionately reduced. However. before Lessee adj1111ts the 
royalty or rental due to tha Commissioner of the Ge11eral Llr.d Office. Lessee or hiv authonzed raprasentatjve mUII submit to tho Commlu loner of the 
Ganorai Land Office a written 11atemant which expleins the discrepancy between the lntdr&al purportedly leaRed under this lease and the aelual Interest 
owned by the owner of the soil The Commilsinner of ttte General Lenn Office shall be paid the value of the whole prod•ictlon alloctble to any undivided 
interaat not covered by a lease. less thf' proportionate development and produelion co•t allocablo to such undivided lntoreat However. In no f'Vent aha II 
the Comml&slonor of the Genural Land Office rec.::Jlve as a royelty on the grO!ls production allocable to the ur,divided fntereat not leased an amount lesa 
than the value or one-, lxleonth (1116) of ~uch gron production. 

(B) REDUCTION OF PAYMENTS. If, during the prlm~ry term. a portion of Iha land coverod.by thk lease ii Included within the boundaries 
of ~ pooled unit that ha~ been approv<>d by the.' School Land Board atld the .mrwJr of the 1011 in aocordanco with Natural RH ourcH Code Section, 
52. tSt-~2. 1e4, or tt. ,t any time after the expiration or tho primary term or the e)(!ended term this leaae covera a lesser number of acres than the totat 
amount described herein, payments that are made on a per acrv basis hereunder s'hall be reduced according to the nl#Tlber of acres pooled, released, 
aurrendared, o, otherwise severed. so that payments determined on a per acte bails under the terms of thl& lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, Walter the expiration of Iha primary term. the number of acres 
actually retained and covered by this lease. 

. 21. USE OF WATER. Lessee shall have the right to use water prcduced on said land necossary for operations under this lease except water 
frcm wril1 or tanks of the ownor of th~ an~; provided, howavt'r Lc-u" ~hJII not uao pot~b~ .. wator or w1to, aulhble for livct took or lrrigJtlon purpoH~ 
for waterflood operatjona without the prio, consent of the owner of the ,o~. 

22. AUTHORIZED DAMAGES. Lesaoe shaft pay the owner of the soil for damageJJ caused by it, openillonR to ell personal property, 
~'l'lprovi:m~nt~ bvo, tock ~rvl ~,ops on ; aid i,;,ld 

23. Pf PELINE OEPTH. When requesl~d by the own or of lh& sril , l.es>1ee ahJff bury Its pipelines below plow depth 

24. W!!LL LOCA'nON LIMl'I'. No well ahall be drllled nearer ,h~n two hundred (200) f•el to any house or bam now on sold premise& wkhout 
tM written ,:onsent of the ownN of lho soil 

25. POLLUTION. In developing this area, letsoe ,hall use tho hip host degree of care and al, proper aafeguarJ, to prevent pollution. Without 
llntrtrnq ttx- for~ ,,g. pollution of co•• t- 1 weUPnJ•. n1tur~I w1t,)IW'Jy1. riv~.~ and lm~uunciod watQr 1h1II be pr..wntt d by ~,e u,e of ,:o11lalnmant 
facllltlea 1ulflclent to prevent spIDago, seepage or ground water contamination. tn the event of pollution, Lessee shall uao all means at Us disposal lo 
recapture •II escaped hydrocarbons or other pollutant and shall be reaponalble for all damage to public and prtvati> properties. Lessee shall build and 
m~lntain Ienco• around ha slush. l ump, and drainage pits and t~nk batt"rlc,~ so ae to protect liv<.atock against Ion, dwnage or inJury; and upon 
completion or abandonment of any well or wells, Lessee shall flll end level all slush pits and c.,llara and completely clean up the dnllfng site of ~u Nbblsh 
thereon. Lessee shall, while conducting operadon, on the leased praml"'"· keep said pramlse1 free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of oparauons shal restore the surface of Iha lalY.f to aa near Its original condttion and contours as is practicable. Tanks ond 
equipment wlll bl! kopt pointed and presenteble. 

26. REMOVAL OF EQUIPMENT. Subject to lmitaUons in this paragra~h. Lesses shell have lhe right to remove machinery and fooures placed 
by LM"'e on the luos&<I prc,mlai.~. including lhto right to draw QnCI n:moV!l e1, ing. within on,:, hundr• d I-Minty f120) d~y, aftor the uxpir.it,oh or th<t 
1em1,nahon of thia Iva ... unle&a tho ownt1r of the aoll grants Lenee an e)(!rnslon of thla t 20-day period However, Lessee may not removo caalng from 
111ny waU capable of producing oil and gas In paying quanthlet. Addttionally. Lessee may not draw and remove caaing untW altar thirty (30) days written 
notice to the Commissioner of the General Land Office and io the owner of the so,1. The uwner of the aoll aha II become the owner of any machinery. 
nxture$, or casing whh;.h ani not timely removed by LosiH yn<fer tile terms or this paragraph 

27. (A) ASSIGNMENTS. Under tile con<1klon1 contained 1n this par•graph and Paragraph 2g of this lease, the rights and e&lates of either 
party to this le~JC mJy t><I aa~lgned. in whole or In part. and the prol/lt lons of thl;, 1, a,e a hall o>Clend to and be binding upon their hDlrJ. devlar;e, . legal 
rep,oaentatlves, aucceuors ond asclgna. However, a change or drvlalon In ownerahlp of the land. rental, , or royattlea wlll not enlarge the obligations of 
Lessee. diminish the nghls. pr1vlleges end estates of lessee. Impair the effectlvoneas of any payment made bf Lessee or Impair Iha effectiveness of any 
act performed by Leaaee. And no change or division In ownerahlp of the land. n,ntals, or rnyaltles shall bind Len ee for any purpose until thirty (30) claya; 
after the owner of the aoil (or l,lt helrt, devlaeea, legal representatives or nslgns) fumist,,.s the Leasee with aall~faelory written evlden.,. of the change 
,n ownership. Including the orlglnal recorded munimenta of title (or a certified copy of such orlglnal) when the ownership changed ~use of a 
conveyance A total or partfat assignment of thrs leHe shall, to the extent of the interest asalg,ied, relieve and dl5charge Lc:taae of 111 1ub1equen1 
obligations under this lease. If this loaae la a11oigned In ha .. nHraty es to r,nly part of the acreage, Iha right and opUon to pay rentals shall be apportioned 
as between the 1<1veral owners retably, dCCOrdlng lo tho area of each, and failure by one or more of !ham to pay his share of the rental shall not afl'Pct 



lid, i.ia ... 1 n 14 port or ll,b l~ne u~A wlllu:I ~fo , .. ta fllA!nl. ;,r, tomoty pold or l~ndered; how.w,, II tho 1ulgnor or ••31otlf<. dC><J I not fit.I a certllled 
oopy of 1ouch r.~•ignmont In the General Land OfllCe beforo Ille ne~t rGnlal paying data. tlw cnH~ leue • hall t~rmln ,te for f1llure to p,y lh1 1n1i,. rental 
due under Paragraph 3. E.~ery ,aslgnoe shall aucceed to • II rights and be , ubject to ,n obllgatlon1, Hebilitloa, end penakle& owed to th(, State by lhG 
orig,nal lessee or any prior esslgneo or the le•ae. Including any llabllttlea to the State for unpaid royattlet 

(Bl AaStGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). n the owner of the aoil acquires this tease In whole or In 
pJrt by a"lgnn1cnt "'lithout lhe prior wmten approv1! uf the Commlu iont r of Iha G.eno,al Land oi&.. this l!:111 b void II cf tl,1 li"ne ol a.; t!Qnmant and 
lho agency power of the owner may be forfe~l'd by the Commluloner. An assignment will be lrealed ea If II were made to tho owner or the soil of the 
assignee Is: 

(l) 3 nominee ol lhe owner of lh:,, 1011: 

(2) a corporation or subsidiary In which th(• owner of lhc soil la a principal stockholder or 11 .. n employee of 1uch a corporadon or 1ub-lidiery; 
(3) a µartnar.hlp In which lh• own~, of the 1011 ti a poru,er or I: ,n employ.trot ,ut:h .. partnr,rahlµ; 
(4) a principal Slockhold11r or employee of Iha corporation which la the ow"er of the toll, 
(5) a p~rtnGr or employee in a p~rtnorahip which Is tho ownor or th1, soil. 
(6) a fiduciary for the ownor of th" 1011: includ!ng but not limited to a guardian. tru11ee, execulor, administrator, n>CGlver, or conservator for the 
owner of lhE' . oil; or 
( 7) a fam~y member uf the own1,r of tho soil or related lo the ownar of tho soil by mJrriage, blood, or adoption. 

28. Rl:LLASES. Undot tile condlt!on1 co"talned I" this paragreph and Paragraph 2Y, Lessee may at any time execute and deliver to the 
owner of lhe sni and place of record a raleaPe or releases covering any portion or portion, of tha klast1d premina. and 11,eroby ,urrender th1& luaa as 
to such portion or portions, and be re lieved of all subsequent obllgotlon& as lo aeteage surrendered If any part of this lease Is properly surrendered, the 
delay rental due under th s lease shall be reduced by tho proportion that lhe surrendered acreage bears to the acreage whlch was covered by this lea5' 
immediately prior lo , uch surrender. however. such release will not relieve Lessee of any llablllties which may have aCGrued under this lease prior to the 
surrender of such acr1>age. 

20. Fil ING OF ASSIGNMENTS ANO RELEASES. II 111 or any part of this Iossa Is au'gnad or releaaad. suet\ a, signment or rolease must be 
rooorded !n the ~.aunty wh\lre the 1.nd 1, ~ltuated, and tho r..corded lnotrum~nl. or A oopy of tM n.cord~ ln1tNtT1,nt certlfleJ by tho County Cl1rk ol lho 
001,nty In which the Instrument I, recurded, must be filod In tho Genaral Land Office within 90 days of the last axecuiion date 1ccompanled by the 
prescribed filing foo. If any such assignment Is not so filod. the rights IIOQUired under this lease shall be aubjaet to forftlure at the option of the 
Commlisloner of th~ Oene1'1 Land Ofllce. 

30. OISCLOSURE CLAUSE. All provisions pertaining to the lease of thO above-descnbed l•nd h•v• been lnciudeel In thl1 Instrument. 
inoludlno th• ~ at~<nrnl of thr true con~id•rallon tn bo p11d for th(, oxewtic.n of thi, leu o • nd thw right, ~nd d111iu of th, parilos -~ny IIOH, tc,re l 
agreements concemlnq lhe development of oil and ges from tho leasod praml,aa which are nol contained in this lease render this lease Invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the Stato a fiduciary duty and must ful ly disclose any fact, affecting the State's Interest In 
the leob~d prnrnlr.es Wht.n Iha lnteroatb of the owner of th> s~II rortlll<:t with tr.~i l of the Stile, the owner of lh1 soil 1' obllgat,d to put th, r.1-10\ 
lntert,IJI before his pcr~onol lntere1i.. 

32. FORFE,ITURF.. If Lessee ahall fall or refu1<1 lo make the payment of any sum within thirty days a~cr n become. duo. or If LC'ssee or an 
authorizod ;;g11111 ahould knowlngly make any fal; e return or fal1u i.port cont':mlng producllon or drilling. or ,f Len o• ahan fail or Mine to drill any 
olf&et well or wells In good fa ith as requ,rod by law and Iha rules and regulations adoptod by the Commissioner of the General Land Office. or if Lessee 
should faU to file reports In the manner required by law or faol to comply with rules and regulations promulgated by tho General Land Offtce, the School 
Land Board, or the Rnilro~d Commission. or H Leaseo should refuH th>J proper 1uthority acoeu 10 the records pertalnl"I] to operation•. or If Leasu or 
~n authorized agent should knowingly tall or refuse lo give correct Information to tho proper ~ulhonty, or knowingly flil or refute to lurnlah the General 
Land Office a correct loo of any well, or If Lesaea ahaU knowingly violate any ol the materlal prov11o0ns of th!, leno, or H thla lease Is nsigned and Ille 
assignment 11 not fllad in the General Land Office as requlrad by law. Iha right& acqulrod under this taa1e ahall be 11ubject to forfeiture by the 
Commissioner, ond he shill forfeit same when 1uffoclenlly lnforme<l of the facts which authorize a forfetture, and when forfeited the area shall again be 
aubjec:1 to lease under tne terms of the Rellnqul1hment Act. However. nothing hereon shall be conalrued as waiving the automatic termination of this 
lease by oparJtion of law or by reaaon of any spoc,31 llmftation arlslng hereunder. Forfeitures may be set aside and thi1 lena ind all right& thereunder 
reinstated before the rights of another lnteovena upon satl8faClory avldenc'J 'ID the Commiuooner of the General Land Otroce or future compliance with 
the. prov11oona of the law and of this lease and the rules and regulations that may bu adooted n,latlvo herato. 

33. LIEN. In occordance with Texas Natural Resources Code 52 136. the State shall havA a first lien upon all oil and gas produced from the 
area covered by this waPo 10 securJ payl'O'lnt of all unpaid royalty and ott,er aum, of money 1h1t may becoma duo und.:r thl~ l..•a11. By 1c:e1pt1noe ol 
this least,, Lenee gr1nts the Slate. In addrtlon to the lien provided by To~as Natural Resources Code 52.136 and any othar applicable statutory lion. an 
expreas conttactu~, lien on and ..ecunty lntaraat In all loasod mlnerol~ In and 8l<1raciod from tha teased premlaas, all proceeds which may ICCIUI lo 
Lesne from tha i1ale of ,uch leJSld miner~ls, whethor auch procnda are held by LoS&ee or by a th ird party, 1nd all kxtur.aa on 1nd lmpiovomenta to the 
leased preml.ea used In connection with the producilon or processing of au<:h loased mineral& In ardor IJ sacu"' the p1ymen1 al all royaltle1 or other 
amounts dua or to becor.,e due under !his lease and 10 secure payment of any damages or loss lhdl Lon or may suffer by reason of Leuae's breach of 
any covenant or oondrtlon of this lease, whelher axpreu or Implied Thia lien anel security illterest may be foreclosed with or without ooutt proceedings In 
tha manner prov,dav in tho Title 1. Chap. 9 of th11 Texa.s Buslnau and Commerce Coda. Lessee agrees that the Comml&slonar may mqulre Laueo lo 
execute and record ~uch ln1truments IS may be reasonably necessary to ac.knowladge, attach or perfect this lion. Lenee hlraby reproaents lhat there 
are no prior or super,or lions arising Item and relating to Lessao·s Jc!lvihes upon the abova-deacrlbed property or from Lesaee's aoqul11uon of this lease. 
Shoulel the Commissioner at any time detemoloo that lhli representation i1 nol true, thon the Commission~, may decl81t' 1n1, lease forfe~ aa provided 
herein. 

M . POOLING: l.usee Is hereby granted lhl right 10 pool or unitize the royally lntcrt11I of the owner of \he soil under thit leaH with eny other 
leaiQhold or ,mnorel lntera,t for the cxpk,ratlon, developmont and production of all or~·· or althur of them up<,n the ume tem,s eo ahall be appro-.d 
by 1he School Land Board 1nd the Commissioner of the General Land Otftee for the pooling or unltlzlng of tho lnterost of the State under this lease 
pursuant 10 Texas Natural Resources Code 52 151-52 15'1 The owner of the soil agrooa that lhe Inclusion ol this provision In this lea&e satlsf,as the 
exe.-ution r,,qulrements statod In Texas NJtural Resources Code 52.15~ 

36. INDF.MNITY. Lessee hereby raleasos and dlllcharges lhe State of Texas and Iha owner of the soil, their oftlcers. emplo)'lles, partnera, 
Jgents. c:onlraelrt$, eubcontrnctora, gut1•a. lnvitoP.8, and their res1>11utrv• suoeeuor. Jnd ualgnr., :A end from all and any .iollou:; end c.auMs al action 
of wvory nature, 0< olher harm Including environmental ha.rm, tor which recovery of damage, Is sought, Including, but not limited to, an losses and 
expenses which are caused by the acilvrtle~ of Lnseo, tts officers, employees, and agents arising out of. lncldental to, or reaulllnq from, the op,retic,ns 
of ot for Le,,suo on lhl. k' .. sed premL,es hereunder, or that may arise out of or be occaaionad by Lessee's breach of any of the term, or provision, of this 
Agreement. or by any other negligent or strictly Uablo aCI 0< omulon of Lessee. 1"ur1har. Lenee hereby agrees to be liable for, oxonerato. Indemnify, 
defend and hold harmlen tho State of -:'exas and the owner of the soil. thei r offic.irs. employees i nd aganta. their succeuors or anlgnt. agalnsl any 
and all claims. llabiltt le1, loues. damages, ac:tlona. per,;onal Injury (Including death). cos11 and expenses, or other harm for which recovery of damages 
,s sou:,ht. under any th«>ry Including tort, contract. or atrlol ll1blllty. including attorneys' foea i nd other legal e~naeo, Including th~ related to 
environmental hazards, on the leased premises or In any way related to Lessoe'a faUure lo comply with any and all onvlronmdntal laws; those arising 
from or In any way ralate<I lo Lessoo's op«ation1 or any other of Lessee', aciivhlu on the leased premises; those arl11ng from Le~see'a use of the 
surfac., of the leased premlaes; and thoff that n,1y artae out of or be oc:cHloned by Lessee's breach of any of the term• or provi tlona of thltl Agreement 
or any other act or omission of Lessoe, it., directors. offiu,., employoes, partne,., eg~nta, oontracton,, 1ubcon1rae1ora, gue:its. Invitees, and their 
respectlvo successors and assigns. Eau, assignee of this Agraomen~ or en interest therein, agree, lo be liable for, exonerate. Indemnify. defend and 
hold hermlesa the State ofTexu and 1he owner of tho son. their officer$, employoot, and agents In the umo manner provodod above In connedlon with 
the activities of Lessee. Its offlcera. employees, and aganls ua de;cribed abovo. 8CCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INOEMNITY OBLIGATIONS ANOIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SH4LL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO THE CAUSE OR C4USES THEREOF (EXCLUDING PRE-cXISTlNG CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOL.E, JOINT, CONCURRENT, ACTIYE, OR PASSIVE. 

36. ENVIRONMENTAL HAT.ARDS. Lessre shall u~c the highest degree of care end all reoaonab'e safeguard, to prevc,nt contamlnatlon or 
pollution of any envlronm~ntal mer!lum, lncludlng 0 .. 11. 1urf:Jce W\·t.ira. groundwntor, aedlmtnl.1. and 1urfao. or aubautltlt.e ~•r.i~. ambknl 1lr or any 
olh<.tr environmental medium In. on, or under, the leaaed premise&. by any waale, pollutant, or contaminant Losses shall not bring or permk lo remain on 



thu leued r,1um1~c• ""Y 1abe,to.1 oontJlning 1111tc.r,ai,,, explo1iY111, loxi<.i m•turll111, or 1ulat1nccs regula!9d H huardou~ ws1t11. hllurdoua matorlaio. 
ha::ardoua ~ub,ianeas (as tho term ' H~1.arclou1 Substan.:o' 1, dtt,ned In l ite Compreha~lvu Fnwonmenlal f:.esoon ... Comptnut,on Md Lio1bllity Ad 
(CERCLA), 42 U.S.C. Sections 9601 , et •eq.). or toxic 1ubttance, under any federal. atete, or local law or regulation ('Hu1rdous M1tenal11 , except 
ord1n1,y produCls commonly used in connec11on wrlh oil and gas oxplo11tlon and development operations and stored in the nual manner and quantities. 
LESSEE'S VIOLATION OF THE FORCGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISING OVT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY ANO REPAIR ANY SOIL OR OROUNO WATER 
CONTAMINATION ANO DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTA INING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AG~EEMENT. 

n . APPLICABLE LAW. This lea,a Is Issued under the p1ovlslons of Texas N1tural Resources Coda ~2.171 through 52.190, commonly 
l<oown as the RRHnQuithrTY.nt .\<-1, and other appllc..ble 31atutea Dnd ,;mtndmento thereto, arid ii any p~vi~kln 1,, thit la1ao dee, not confotm to thaso 
al'ltut;s. tho ,tatute-. v.i ll prev, 11 over 1ny nonconlomilno ,.,.., provlsion3. 

38. EXECUTION. This oll and gn lease mui:t be signed and acknowledged by the ~8'see beforo ,t ls hied of record In the county rocords and 
In thu Goncral LanJ Orflco of the State or r1.,1a. On,;a 11,e filing rcqul,.ment• lound In Pa,agrDph JO of \hit IHH h~v• bv11 s~u, ne.:. tha effecllvo d,te 
of thl, 1~11• 1hd oo Iha d&te fou1od on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas BualneS& and Commerce Crx!a, Lh11 lease must be flied uf r'ICC>rd In the office of Lhe 
County Cieri( In any c,ounty ,n whl~h all or 1ony """ or tho le111oc. p,emllr. la loo~ted, ~nd cunl~.J <,0ple~ tnoreof mu11 be filed In thQ G,irwrul L.and 
Oftlce Thia lease Is not elfee1ive unUI a certlfled copY of this tease (which Is made ind certified by the County Cieri< from his rocords) Is filed In the 
General Land Officr In accordanoo with Texas Natural Resources Code 52 183. Add,tlonally, this leaso shall not be binding upon the State unlen h 
recltoa tha actual and ll'UC consideration paid or promlled for execution or this luao. Tho bonin due the State and Iha prascnbed filing fee ~hall 
accompany • uc.h a>nifMld cor,y to th• Genorat Land Offlc.;. 

GY: •. ---- ----

Titltl· ;;.lM..e!..!f. _ --------- --
O'Jte· ____ _ 

STAT~XAS j) /) 

OY:Y~Q_,9t,=41Z~,,...._.-.::::::.:=~_..._,.,.,, 
BY: ~ri< A Chapman, 

lndlvldually and 7 Agent for the e 011 e1Ca5, 

O•te --'~~-1 .... / (_IJ ______ _ 



oTATI: OF 'o LXAS (COflPORA TION ACKNOWl cOOMENT) 

CvUNTY OF CALLAS 

BEl'ORE: ME. Iha underclgned authofity, on tlus day perionally appeartd _____ -----

known to me to be the pe,.on whoso name 11 aubacribed to the foregoing lnSINmenta u ---------------------
01 and 1cknowtedgad to ma th1t he executed the same for lhe purposes and conaldar1Uon 

Iha rein expres&ed, In too c;ipaclty atated, and as the ilCI and d8'd of aold corporation 

Given under my hand and seal of otflca thla the ___ dey of _ ______ 2014. 

Notary Public In ind for _____________ _ 

STATE OF TEXAS (INDIVlOUAL ACKNOWLEDGMENT) 

COUNTY OF~ 

BEFORE ME, the underalgned outhonty, on th is day personally appeared Mark A Chapman known to me to be the persons whose names ere 

aubt.c:oobed to \he foregoing inabument, and aclcnow\edged tu me thal lhey e,c,:euted the '"me for the purpooe. 1nd conolde111ion thereon expreued. 

'l r)-f j 
Given under my hand and seal of offlce thi, the _J_I _ day of '¥11+<•<1 ,2014. 



r ik . Mf/1J Z6L9 (ii) 
Mw kt.se Ml' 1 '" 1./ 9611 

Dat~ Fi h:d t25/;9./;a1'/'. 
kl..-, I: Patt~r-..011. C'timn i,.,ioner 

IJ) _?r/aE_ 



Gen,rol Land Office 
ReUnqul•hment Act Leue FOf'm 
Revised, Stptomber 19'7 

~ustin, 'aCexas 

OIL AND GAS LEASE 

THIS AGREEMENT lo made ana entored Into tho,~ day of :;A,.ug=u•,.,t._ _______ , ~ , botwoon tho S~te of Toxaa, acting 

by and through tta agent, E11a1e of Kelty H Baxtor horeln reprnentod by Ashley Ehzabeth Baxtor a:, Independent AdmomstTatoc and ABH Baxter LP, 

u Successors •n tnle herein acknow1edg1ng the Execut on of th,s lease hcre,n represented by Janet Kay Baxter as Pre&ldent of Kelty Baxter 

Management LLC as Genera! Partner of ABH Baxter, LP of e.o Box 1649 Aushn. Texas 78767 

(GIY8 Permanent Address) 

said agent herein referred to as the owner of the soil (whelher one or more). and .,.SW=E,,,P...,l~L~P--------------------

of e o Box 576 Houston Texas noo1 
!Give Pamianent Addresa) 

hore,nofter called Lessee 

1 . GRANTING CLAUSE. For and In considera\K>n of the amounts stated below and of the covenants and agreements to be pold, kepi and 
performed by Lessee under lhls lease, the State of Texas adlng by and through the owner of the soil, hereby grams. leases and lets unto Lessee, fo, 
the sole and only purpose of prospecting and drilling for and producing od and gas. laying p1po lines, building tanks, storing oil and building power 
sta~ons, telephone lines and other structures thereon. to produce, save, take care of, treat and transport said produds of the lease, the following lands 
situated in Reeves County, State of Texas, to-wit 

The Southwest Quarter of tho Northeast Quarter (SW/4 of tho NE/4) of Section 40, Block 58, PSL Survey, Reeves County. Texas. insofar as to only 
\J cover from the surface down to 12,378' 

containing ~4""0..,00:x... _____ acres, more or less. The bonus consideration paid for this lease is es follows 

To the State of Texas. Two Thousand Five Hundred Dollars & 00/100 

Donars (S.,.2.,5:xOO"'-"oo"--------' 

To tho owner of the so I Two Thousand Five Hundred Dollar:§ & 00/100 
Dollars (S .• 2,.,.5:xOO,._,.OO,,_ ______ _, 

Total bonus consldorat1on· rJye Thousand OoHnrs & 001100 

Dollars (S,,,2,.,,50xc0._0"'0"---------' 

The total bonus oonslderotoon paod represents a bonus ol .Ll "'°""'-'Th""'o"'y,.y..,nd""-"'Do"""Ua.,n,.._.&o.;OOl..,,...J.J o,.o._ _ _______ _________ ____ _ 
Dollars ($1 ,00000 ) per acre, on ,,_5"'.00"----- net aaes 

2. TERM. Subjed to the other provisions ,n this lease. this lease shall be for a term of One C1l years from 
this dale (herern called "primary term") end as long thereafter as 011 and gas. or either of them, is produced In paying quanlJlies from said land. As used 
In this lease, the term "produced in paying quantities" means that the rece,pts from the sale or other authonzed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the sox months last post. 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender l o the owner of the son or to h,s aedit ,n the PAY OIRECn Y TO THE OWNERS 
OF THE SOIL Bank, at -.,,..-....,..~ 
or Its successors (which shall continue as lhe deposrtory regardless of changes In the ownership of said land), the amount specified below; In addhion, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LANO OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS, a Ike sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privUege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shan be in the following amounts 

To the owner of the soil ~T~wo=a,,n,,d~S~Q~/.._]00=--- --------- ----------------
0 on,rs (S~Z-5-0 _ ____ ____ ~ 

To Iha State ofTexas ~T~wo.,._,,a~n.,.d_.5~0/~1~09~-----~-------------------
Dollars (S.,_2_..5.,.0 ________ __, 

Total Oe1ay Rcnla ~F~iv~e~a"'n,,d~OQ/=~100.,._ ___________________________ _ 

Dollars ,(S,o5L00><><. _______ _ ~ 

In a ~ke manner and upon like payments or tenders annually, the commencemonl of a well may be further deferred for successive periods of one (1) 
year each during the, primary term. All payments or tenders of rental lo the owner of the soil may be made by check or sight draf\ of lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date If the bunk designated In this pamgraph (or ,ta successor bank) should 



cease to oxisL suspend business, liquidate, fa~ or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tendera of rental until thirty (30) days after tho owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to rece,ve such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agree, lo pay or cause to be paid one-ha~ (112) of the royalty 
provided for In this lease to the Commissioner of the General Land Offrce of the State of Texas, al Austin, Texas, and ono-half ( 1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on Otl, which ts defioed as Including all hydrocarbons produced in a bquid form al the mouth of !.ho well and also as 
all condensate, d1srnlato. and Dlher liquid hydrocarbons recovered from 011 or gas run through a separator or other equ1pm&n~ as hereinafter provided, 
shaU be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commiss,oner of the General 
Land Office, such value to be determined by 1) tho highest posted price, plus premium. if any, offered or paid for ell, condensate. distillate, or other liquid 
hydrocarbons. respectively, of a hke type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In lhe general area where produced arid when run. or 3) the gross proceeds of the sale thereof, Whichever 1s the greater. Lessee agrees that before 
any gas produced from the leased premises is •old, used or processed In a plant. it will be run free of cost to the royalty owners through an adequate oil 
and 93$ separator of convenuonsl rype. or other equipment al least as efftclent so that all liquid hydrocatbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equlpmem may be waived, 1n writing, by the royalty owners upon 
such terms and conditions as lhey prescribe. 

(BJ NON PROCESSED GAS. Royalty on any gas (lnduding flared gas), which is defined as an hydrocarbons arid gaseous substances not 
defined as oll in subparagraph (A) o.bovo, produc.od from any -11 on said land (except a i provldod herein with respect to gruo proc&ssed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of Iha 9= production or tho market value thereof, at the 
option of lhe owner of the soil or the Comm,ssloner of l he General Larld Off/Ce, such value to be based on the highest market price paid or offered fc>r 
gas of comparable quality In the general area where produced arid when run, or the gross priee paid or offered to the producer, whichever is the greater: 
provided that the maximum pressure base In measunng the gas under thls lease shan nol at any time exceed 14.65 pounds per square inch absolute. 
and the standard bace tGmperaluro shall be sixty (60) degrees Fahrenhert, comocbon to be made for pressure according to Boyle's Law, and for specific 
graVlt)I according to tests made by the Balance Method or by the most approved method of teBllng be ing used by the Industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoune or other liquid 
hydrocarbons shall be ]14 part of the residue gas and the llquld hydrocarbons extrac:tod or the market value thereof, at lhe option of the owner 
of the soi l or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the 1otal plant 
productton of residue gas attrtbutablo lo gae produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater. of the total plant production of liquid hydrocarbons attributable to the gas produced from this le.l$0; provided that If hquid hydrocarbons are 
recovered from gas prooessed in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interes~ then the percentage applicable lo ltquid 
hydrocarbons shall be fifty percent (50%) or the highes1 percent accrull\g to a third party pro=lng gas through such plant under a processing 
agreement negotiated at ann·s length (or H there ls no such third party, the highest percent then be111g &pecifl8d in processing agreements or conlracts In 
the industry) , whichever Is the greater. The respedivo royalbes on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or liquid hydrocarbon•) of comparablo quallly in the general area or 2) lhe gross price paid or ofle<ed for such residue 
gas (or the weighted average gross selling price for the 1espeaivo grades of liquid hydrocarbons). whichever is the greater. In no evenl. however. shall 
the royalties payable under this paragraph be less than Iha royalties which would have been due had tho gas not been processed 

(DJ OTHER PRODUCTS. Royalty on carbon blaek, sulphur or any other products producod or manufactured from gas (excepbng liquid 
hydrocarbons) Whether said gas be "casinghoad: 'dry: or any other gas, by fractionating, burning or any other processing shaW be ]/4 part of 
tho gross production of such products, or the market value thereof, at the op on of the owner of the soil or the Commissioner of the General Land Offlco, 
such market value to bo determined es follows 1) on the basis of the htghost market price of each product for the same month in wh !ch such product Is 
produced, or 2) on tho basis of the average gross sale pnce of each produd for the same month in which such products are produced: wtuchever ,s lhe 
greater 

5. MINIMUM ROY AL TY. During any year after the expiration of the primary term of this lease, rf this lease ,s maintained by production, the 
royallles paid under this leo.so in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shell be 
due and payable on or before the last day of the month succeeding the anniversary dale of this lease a sum equal 1o the total annual rental less the 
am ount of royalties paid during lhe preceding year If Paragraph 3 of lhis leaae does not specify a delay rental amounl thon for the purposes ol \hn1 
pnragraph, the delay rental amount shall be ono dollar ($ 1 00) per aae. 

6. ROYAL TY IN KIND. Notwrths tanding any other proVlsion in th,s lease. al any ~me or from tme to bme, the owner of the so~ or the 
Commrssloner of tho General Land Office may. at the option of either, upon nol less than sixty (60) days nottce to the holder of the leau, require lhal the 
payment of any royalties accruing lo such royalty owner urlder this lease be made in lond. The ownor of lhe soirs or the Commis!ioner of the General 
Land Office's right 10 tal<.o its royalty 1n kind shall not dinlnish or nogete tho owner of tho so,rs or the Commissioner of tho General Land Office's rights 
or Lessee's obllgalio ns. whether express or implied, under this lease. 

T. NO DEDUCTIONS. Lessee agrees that all royaltieo accruing under this lease (Including those paid In kind) shall be w~houl deduction for 
the cost of producing, gathenng, storing, separating, treating, dehydrating, compressing, processing transponlng, and otherwise making the oil, gas and 
othor Products hereunder ready for sate or use Lessee agrees to compute and pay royalties on the gross value received, 11\duding any reimbuniements 
for severance taxes and produdion related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as moy represent this lease's propoltJonate share ol any fuel 
used to process gas produced hereunder In any processing planl Notwrthstanding any other provis ion of this lease, and subjoct to the wri1ten consent of 
lhe owner of the soil and the Comm issioner of the Gene1al Larld Offlco, Lessee may recyde gas for gas lift purposes on the leased premises or for 
Injection Into any oil or gas producing formation underlying the leased promises after the liquid hydrocarbons contained In the gas have been removed: 
no royalties shall be payable on lhe recycled gas unrn n is produced and sold or vsed by Lessee In a manner which entitles lhe royalty ownera to a 
royalty urlder this lease. 

9. ROY AL TY PAYMENTS ANO REPORTS. All royaltles n01 taken in k ind shall be paid 10 the Commissioner of tho General Land Office at 
Austin, Texas. in the following manner 

Payment of royally on production of oll and gas shall be as provided in th<! rules set forth in tho Texas Register. Rules currently provide lhel royalty on oil 
1$ due aM must be received In the General land Office on or before tho 5lh day or lhe second month succeeding the month of production, and royalty 
on gos is due end m ust be received In the General Land Office on or before the 15th day of the second month succeeding tho month of productlon, 
accompanied by the affidavit of the owner, manager or other authorized egont. completed In lhe form and manner prescri:>cd by Iha General Land Office 
and showing the gross amount arid dlsposrt10n of all oll and gas produced arid the market value of the oll and gas, together with a copy of all doct.ments. 
records or reports confirming the gross production, dsposibon arid market value lndud1ng gas meter roadin~. pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas 6nes 01 gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production, disposruon arid mal1<et value. In all cases the authomy of a manager or agent 
to aa for the Lessee herein musl be filed In the General Land Office. Each royalty payment shall be accompanied by a chock s1ub, S<:hedule. summary 
or other remittance advice showing by the assigned General Land Office lease number lhe amount of royalty being paid on each lease. If Lesseo pays 
his royalty on or before thirty (30) days s~er the royalty payment was duo. then Lessee owes a penalty or 5% on the royalty or $25.00, whichever Is 
greater A royalty paymont which is over thirty (30) days lato shall accrue a penalty of 10% of lhe royalty due or S25.00 whlehevar is greater In addition 
to a penally, royalties shall accrue interest al a ralo of 12'.l. per year, such interest will begin to accrue When the royalty ls sixty (60) days overdue 
Affldav/lS BM supporting documents which are nol flied when due shall Incur a penalty in an amount sot by the General Land Off,ce admlnislfatlvc ru!8 
which IS effectrve on the date when the affidavits or supporting documents were due. The Lessee shall bear al responsibUily tor paying or causing 
royall!OS to be paid as prescribed by the due date prov1ded heroin. Payment of the delinquency penalty shaQ on no way operate to prohibit the State's 
nght of forfe~ure as provided by law nor act to poSlpone the date on whlch royalties were originally due The above pena~y provisions shall not apply in 
cases of title dispute as to the State's ponlon of tho royalty or to that ponlon of Iha royalty In dispute es to fall market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of tho General Land OfflCC 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 



an contracts under which gas is sold or processed and an subsequent agreements and amendments to such contracts Wl\hin thirty (30) days af\er 
entering into or making such contr.icts, agreements or amondmonts. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwiso authorized by Lessee. All other contracts and records penalnlng to me productJon, 
transportabon, sale and man<etlng of the oil and gas produced on said premises, including the books end accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at oll tmes be subject to inspection and examination by the Commissioner of the General Land Offico, the 
Attorney General, the Governor, or the representative of any of them. 

(Bl PERMITS, DRILLING RECORDS. WriUen notice of all operations on this lease shall be submitted 10 the Commissioner of the General 
Land Office by.Lessee or operator frve (5) days before spud dato, won<over. re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such written notice lo the General Land Office shall Include copies of Railroad Commission forms for application 10 dnll Coples of well tests, 
compl9t,on reports and plugging repens &holl be supplied to the Gene~I L.lnd Offico al tho time they ere filed wi1h lhe Texas Railroad Comm,sslon All 
applica11ons, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any othe1 governrmmt.al agency shall Include the word ·state• in tha Ulla. Additionally, in aocordanoe with Railroad Commiufon 
rules, any slgnage on the teased premises for the purpose of ldenlcfylng wells, tank baltenes or other associal&d mprovernents to the land must also 
include the word ·state." Lessee shell supply the General Land Office with any records. memoranda, accounts, "'1)0rts, cuttings and cores, or other 
lnfom,etion relative to tho operotlon of tho obov8'1escnbed premises, which may be requested by the General L.lnd Office, in addi\ion to those horetn 
expressly provided for Lessee shall havo an electrical and/or redK>ac!IVlty survey made on the bore-hole section, from the base of the surface casing to 
\he tot.al depth of wen, of all wells dnlled on the above described premfa&s and shall transma a true copy of the log of each survey on each well to the 
General land Office within fifteen (15) days after the making of seid survey. 

(C) PENALTIES. Lessee shall Incur a penalty whenever repom, documents or other materials are not filed in the General Land OfftCO when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which Is efleebve on the date when Iha materials were due In 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary tsnn hereof and prior to discovery end 
produdlon of oU or gas on aaid land, Lessee should dnll • dry hole or halo,; thereon, or if during the pnmary tem, hereof and attar the discovery and 
actual production of oil or gas from \he teased premises such production the1eof should cease from any cause, this lease shall not terminate ~ on or 
beloro the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences addl1lonel drllltng or 
rewol!t lng operal>Ons thereon, or pays or tenders Iha next annual delay rental In tne same manner as provided In this lease. If, during the last year of \he 
primary term or within sixty (60) days prior thereto, a dry hole bo completed and abandoned, or the production of oa or gas should cease for any cause, 
lessee's nghls shall remain In fu ll force and effed without further operations until the expiration of the primary term; and 1f Lessee has not resumed 
product10n in paying quantities a1 the expiration of the prrnary term, Lessee may maintain this lease by conducting additional dnlhng or reworking 
operabons pursuant to Pa~ graph 13, using tho expiration of the pnmary tem, as the date of cessation of production under Pa1D9reph 13. Should the first 
well or any subsequent well drilled on the above desciibed land be cornpleted as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of cornplebon of such shul·in oil or gas well and upon \he failure to make such payment, this lease shall ipso fado terminato. If at the 
expir.ition of tho primary term or any time thereafter a shut·1n oil or gas well ls located on the leased premises. payments may be made in aocordance 
with the ahul·1n proVllllons hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil norges I& being 
produced on said land. but L&SSM Is then engaged In drilling or reworldng operations thereon. this lease &hall remain in force so long as operations on 
said well or for drtlflng or rewon<lng of any additional welts are prosecuted In good faith and in wofktnanl ke manner Without intecruptJOns totaling more 
than sbdy (60) days dunng any one such operation, and ff they resu• 1n the p,oducllon of oil and/or gas, so long !hereafter as oH and/or gas IS produced 
In paying quantibes from said land, or paymon1 of shut.in oil or gas well royalties or compensatory royalties is made as provided in th,s lease 

1J. CESSATION, DRILLING, ANO REWORKING. If, after the expirabon of the pm,ary term, produdion of oil or gas from the leasod 
preml50S, after once obtainod. should cease from any cause, this lease shall not terminote ff Lessee commences addijional drilling or reworkrng 
operations within sixty (60) days afler such cessation, and this lease shall remain ,n full force and effect for so long as such operations conMue in good 
fa ith and in workmanlike manner without intotTuptions totaling more than sixty (60) days. If such drilling or reworl<ing operations result in the produd1on 
of oil or gas. the lease shall remain in full forca and offoct ror so long BB all or gBB Is produced from the leased premises In paying quantities or paymont 
of shut-In oil or gos well royallles or payment of compensatory royalties Is mado as provided herein or as provided by law. If the dnll1ng or rewor1dng 
operations resull In the completion of a well as a dry hole, the lease will not terminate ~ the Lessee commences additional drilhng or reworl<ing 
operations within sixty (60) days aflor the completion of Ille well as a dry hole, and lhis lease shall remain in offoct so long as Lessee conbnues drilling or 
reworking operations In good faith aod In a workmanli<e manner without Interruptions tolahng more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of prOducion 

14. SHUT·IN ROYALTIES. For purpoS8S of this paragraph, "Well' means any well that has been assigned a well number by the state agency 
having Jurisdiction over tho product,on of oil and gas. If, al any time after the expl~tion of the primary term of a lease that. until being shut In, was being 
ma111la1ned in force and effect, a well capable of producing 011 or gas 1n paying quantibes is located on the leased premises. but oil or gas is not being 
produce<l for lack of surtable production facilitlos or lack of a sutablo marl<et, then Lessee may pay as a shut.In oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 .200 a year for each well capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rent.al amount, then for lhe purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre Tc be effective, each lnltlal shut·ln oil or oas royalty must be paid on o, before: (1) the expiration of the primary term, (2) 60 days afler 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee cornpletes a drilling or reworlling operatlon In accordance 
with the lease provisions; whichever date ts latesL Such payment shall be made one-half (1/2) to the Comrniss10ner of the Gene1al Land Office and on&­
half (1/2) to the owner of the soil. If the shut-In oil or gas royalty is paid, the lease shell be considered to be a producing lease and tho payment shall 
extond the term of the lease for a penod of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, ofter that, ~ no sultable production facilities or sulta.ble man<et for the oil or gos OXISts. LeMee may ex1end the lease for four 
mo19 successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year. 

15. COMPENSATORY ROYALTIES. If, during the periOd the tenso Is kept In effect by payment of the shut4n oil or gas royalty, oU or gas is 
sold and delrvored in paying quanlitles from a well located within one thousand (1,000) feet of the leased premises and completed tn the same producing 
reservoir, or In any case in which drainage Is occumng. the nght to continue to maintain the lease by paying the shuHn oil or gas royalty shall cease, but 
the lease shall remain oflactive for the remainder of the year for which the royalty has t>een paid. The Lessee may maintain tho lease for tour more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the marl<et value of production from the well causing 
the drainage or which is completed ,n \he same producing reservoir end wfthln one thousand (1 ,000) feet of the teased premises The compensatory 
royalty IS to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and on&-helf (112) to the owner of the soil, beginning on or 
before the lost day of the month following the month 1n which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same producing reservoir and located w~hin one thousand (1,000) feel of the leased premises. If the compensatory royalty paid in any 12-month period 
1s an amount less lhan the annual shut·ln oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12..month period Compensatory royalty payments which are not lunely paid win accrue penalty and interest in accordance wllh Paragraph 9 of this 
lease None of these provisions will relieve Lossee of the obligation of reasonable developrnem nor the obligabon to drill offset wells as provided in 
Texas Natural Resources Code 52 173; however, at the determination of the Commlss,oner, and "'ith tile Commissioner's wntum approval, the paymen1 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provia10n of this lease to the contrary, alter a well producing or capable of producing oll or 
gas has been completed on tho leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling suet, addittonal wen or 
wells as may be reasonably necessary for tho proper development of tho leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease Is 1n force and effect lwo (2) years after the expiration date of the primary or extended term It shall then 
terminate as 10 all of the leased premises, EXCEPT (1) 40 acres surrounding each oll well capable of producing in paying quamiUes and 320 acres 
surrounding each gas well capable of producing In paying quantitJes (Including a shut-in oil or gas well as provided in Paragraph 14 hereof) , or a well 
upon which Lessee is then engaged in continuous drll lng or reworl<ing operations, or (2) the number of acres Included in a producing pooled unrt 
pursuant to Texas Natural Resources Code 52.151 ·52.154, or (3) such greater or tosser number of acres as may then be allocated for production 
purposes to a prorat!On untt for each such producing well under \he rules and regulations of the Railroad Comm,sslon of Texas, or any successor 



environmenta l hazards. on the leased premises or in any way related to Lessee's failure to comply W1lh any and all environmental laws; those arising 
from or in any way related to Lessee's operat,ons or any other of lessee's activities on the leased premases, those arising from Lessee's use of the 
surface of the leased premtses; and those that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
o r any other act or omission of Lessee, rts directors, officers, employees, panners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this AgreemcnL or en Interest therein, agrees to be liable for, exonerate, Indem nify, defend and 
hold harmless the State of Texas and the owner of the soil, their offlCefS, employees, and agents ,n the same manner p rovided above in connection with 
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANO\ OR LIABILm ES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
B E SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree or care and all reasonable safeguards to prevent contam,nallon 0< 
pollution or any environmental medium, Including soil. surface waters, groundwater, sediments. and surface or subsurface strata, ambl8nt air or any 
other environmental medium 1n, on. or under, the leased premises. by any waste, poUutanL or contamlnanL lessee shalt not bring or permit to remain on 
the leased premises any asbestos containing matonats, expk>swes, toxic materials, or sub6tanccs ragurated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensive Envirorvnental Response, Compensation and Uabillty Act 
(CERCLA), 42 U.S C Sections 9601, et seq ). or to,oc substances under any federal. state, or local law or regulation ("Hazardous Matet1als"), except 
ordinary prOducts commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quantrJes. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, J UDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBm ON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION ANO DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS JN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE W ITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural R8SOUrces Code 52. 171 through 52. 190, commonly 
known as the Rellnqulshmcnt Act, and other applicable statutes and amendm ents thereto, and tt any provision 1n this lease does not conform to these 
sta1utes, the statutes will prevail r,ver any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed end acl<nowledged by the leaaee bof0f'8 it Is filed of record In the county records and 
In the General Land Offic:o of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satilfl8d, the e ffacbve date 
of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of tho Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Clorl< ,n any county In which all or any pan of the teased premises Is IOcated, and certified copies thereof m ust be filed tn the General Land 
Office This lease is not effective until e cenlfied copy or th is lease (which is mado and cenlfied by the County Clerk from his records) is filed in the 
General Land Office In accordance With Texas Natural Resources Cade 52. 183 Add41onally, this lease shall not be binding upon tile State unless l 
recrtes the actual and true consideration paid or promised for execution of this lease. The bonus due the Stato and the presaibed filing fee shan 
accompany such certified copy to the General Land Office 

BY ·:-:-::>......;- ':"==.';:"'---4""':~ r:""',,.._-":'~ -;--:--
ABH Baxter, LP, as Successo Ue. herein admowted91ng the Execution of this lease, 
herein represented by Janet Kay Baxter. us President or Kelly Baxter Management, LLC. 
as General Panner of ABH Baxter, LP 

Date. \ f k ~ f { L-{ 
[ I 



STATE OF TEXAS 

COUNTY OF AUSTIN 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared Janet Kay Baxter known lo me to be the person whose name ,s 

subscnbed to the foregoing instruments as _ ___ _______ ___ ___ _ _cP.,_,r...,,.,e"'n"-------- --- ------

of Kelly Baxter Man39emcnt. LLC, General Partner of ASH Baxter, LP herein eci<nowtedging the exocutlon of this lease and acknowledged to me that 

he executed the same for the purposes and consideration therein expressed, In the Cllj)acity stated, and as the act and deed of said corporation. 

··~" """'"'":.:~,: ... u""""''""""w~. <e)<""' "'] ·"" ~~ . ' 
· • CORY CLIFION - -- /. 

7 ~.>· \ lot rv Publrc, Stare c1Texa3 Notary Public in and for - -----1--'-l,.."'-+++-->,---
Mv Comm,31 on Exp11es 

May 03, 2014 
STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF AUSTIN 

BEFORE ME, tho unden,Jgnod authority , on th'8 d ay ~f8onally appeared Aahloy EIIUboth Baxtor, a,3 lr,dependent Admlnlalt8to, of tho E etate 

of Kelly H. Baxter known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged lo me that they executed 

the same for the pulJ)OSes and consideration therein e>epreMed. { ~ 

GW,o ""''" myO.,. '"' u• "'""" "' '"' J1i ,., "'~"" 

\.._,, " 



I ii~' \J0. a],£ /t17iP/9 ____ @ 
Mw YIZ5? MF 11 ~ '196 g 

Dat~ I ilcd ~ -----
Jcrn I· P lltcrsl,n C\1111111bsioner 

' . 



Linda Price - Terminations Notice 

From: 
To: 

Date: 

Subject: 

Linda Price 

Amanda Allen; Mike May 

5/ 30/ 2014 10:45 AM 

Terminations Notice 

Mike & Amanda: 

The following leases and accounting unit 5206 are terminated as of August 29,2012: 

MF107619A & B 

MF104548 

MF107769 

Page I of I 

MF104778A is terminated with regard to Section 40; however, we cannot terminate the lease in ALAMO just yet 
because of other acreage that is still active. 

If you have any questions, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

file ://C: \Documents and Settings\LPrice\Local ettings\Temp\XPgrpwise\53886 J 63DOM 1... 5/30/2014 
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Date Fi led: t25/3ob,1'1 
Fl 

Jcrn, F:,. Pntterson. Commi~sioner 

B: ~~~~~~~~~ 



Linda Price - Unit 5206, Block 58 State 40-14 1H (API #: 42-389-32449) 

From: 

To: 
Date: 
Subject: 
CC: 

Attachments: 

Meredith: 

Linda Price 

Meredith.MacAllister@shell.com 

6/6/2014 9:17 AM 

Unit 5206, Block 58 State 40-14 lH (API # : 42-389-32449) 

Susan Wauer 

Old to New Lease Numbers, Unit 5206 to NUML8008.pdf 

Page I of I 

Unit 5206 was a GLO internal "accounting unit", not a pooled leases unit. These old accounting units are no 
longer used by the GLO and have been replaced with an accounting vehicle called NUMLs (non-unitized, multiple 
leases). 

As part of the process of setting up the new leases taken by Shell under Option 1, we have set up NUML8008 
for royalty reporting and payment purposes. Attached is a list of the old Unit 5206 lease numbers and the 
corresponding NUML8008 new lease numbers. 

The GLO has decided that all reporting and payments for production from the Block 58 State 40-14 lH will 
continue to be paid to Unit 5206 through April 30, 2014. As of May 1, 2014, all reporting and payments for the 
well's production must be made to the NUML8008 leases. 

Please have this set up in SWEPI's accounting system. Susan Wauer (Email: Susan.Wauer@qlo.texas.gov 
Phone: (512) 463-3889) can help with any issues setting up the reporting . However, please cc me on emails or 
other correspondence for our files. 

If you have any questions other than about the process of setting up the reporting and payment, please let me 
know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@glo.texas.gov 

file: //C:\Documents and ettings\LPrice\Local ettings\Temp\XPgrpwise\539 1871 ADOM I... 6/6/20 14 



UNIT 5206 OLD LEASES AND NUML8008 NEW LEASES 

Unit 5206 NUML8008 New Lease New Lease New Lease 

Origina l Lease No. MF No. Agent for State Acres Tract Descri~. 

MF104778A MF116494 Dela Minerals Inc. 80 W/2 of SE/4 

MF104548 MF116495 Lester Charles Weatherby, Jr. 40 SE/4 SW/4 

MF107619B MF116496A Mark A. Chapman 35 SW/4 NE/4 

MF107619A MF116496B Estate of Kelly H. Baxter 5 SW/4 NE/4 

MF107769** MF116497A Helen Carolyn Allen 20 SE/4 NE/4 

MF116497B Laura Allen Quisenberry 20 SE/4 NE/4 

**MF107769 was originally one lease of two undivided interests. When SWEPI took new leases, it put the two undivided 

interests of MF107769 into two separate, A and B, leases of MF116797. 



fik < lf)-F/tJ 76/f _ @ 
AIUJJIJL l1lt,t-£·cal tJn Ji3'Lk.JL_ 

Date Fikd t7~4!;()/!f_ ____ _ 
krn f: P llt~r..,on. (_ ommi::.sil)l1t!r 

lh ~ 

, 



Linda Price - Block 58 State 40-14 lH (API#: 42-389-32449) 

From: 

To: 

Date: 
Subject: 

Mary Beth: 

Linda Price 

Mary Barnstone 

6/6/2014 10:37 AM 

Block 58 State 40-14 lH (API#: 42-389-32449) 

Page I of I 

Unit 5206 has been terminated as well as the leases that were in it. New leases for a part of the acreage have 
been taken and NUML8008 created for royalty revenue payment. 

08-32449 

Block 58 ST 40-14 l H (API# : 42-389-32449), needs to be removed from the following: 
Unit 5206 
MF104548 
Mf104778 
MF107619 
MF107769 

The well needs to be added to the following: 
NUML8008 
MF116494 
MF116495 
MF116496 
MF116497 

If you have any questions, please let me know. 

Thank you. 
Linda 

fi lc://C:\Documents and ettings\LPricc\Local ettings\Temp\XPgrpwise\539 199F7DOM 1... 6/6/2014 
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Linda Price - Re: Unit 5206, Block 58 State 40-14 lH (API #: 42-389-32449) 

From: 
To: 
Date: 
Subject: 
Attachments: 

Meredith, 

Susan Wauer 

Linda Price; Meredith.MacAllister@shell.com 

6/6/2014 10:59 AM 

Re: Unit 5206, Block 58 State 40-14 lH (API #: 42-389-32449) 

SWEPIBlock58State40-14Relssued_NUML8008.xls 

Page I of I 

I have attached a revised royalty setup for the Block 58 ST 40-14 #lH. Please verify that the royalty calculation information 
on the set-up agrees with your records . Please let Linda (512-know if you have a discrepancy. Please set the new 
Reporting Controls up in time for your May production reporting and make sure to delete the old Reporting Controls when 
you are done with them. 

Thanks, 
Susan 

Susan Wauer 
Texas General Land Office 
512-463-3889 
susan.wauer@glo.texas.gov 

>>> Linda Price 6/6/2014 9:17 AM>>> 
Meredith: 

Unit 5206 was a GLO internal "accounting unit", not a pooled leases unit. These old accounting units are no longer used by 
the GLO and have been replaced with an accounting vehicle called NUMLs (non-unitized, multiple leases). 

As part of the process of setting up the new leases taken by Shell under Option 1, we have set up NUML8008 for royalty 
reporting and payment purposes. Attached is a list of the old Unit 5206 lease numbers and the corresponding NUML8008 
new lease numbers. 

The GLO has decided that all reporting and payments for production from the Block 58 State 40-14 lH will continue to be 
paid to Unit 5206 through April 30, 2014. As of May 1, 2014, all reporting and payments for the well's production must be 
made to the NUML8008 leases. 

Please have this set up in SWEPI's accounting system. Susan Wauer (Email: Susan.Wauer@qlo.texas.gov Phone: (512) 
463-3889) can help with any issues setting up the reporting. However, please cc me on emails or other correspondence for 
our files. 

If you have any questions other than about the process of setting up the reporting and payment, please let me know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@qlo.texas.gov 

file ://C:\Documents and ettings\LPrice\ Local ettings\Temp\XPgrpwise\539 l 9F07DOM I... 6/6/2014 



ROYALTY SET-UP FOR GLO 

Unit Name Block 58 State 40-14 #1 H County: Reeves -----------~ 
Permenent 

Unit# 8008 Effective Date: 8/30/2012 Operator: _;S_W_E_P_I ---------------

Roy. Reduction N Online Production/Sales by: 

Unit Acres: 

Tract Acres: 

Tract# 

Tract % 

State Lease # 

Royalty % 

NRI 

First Sales: 

------

200 Type (0/G) : _____ _ RRC#: ------

80 40 40 40 

1 2 3 4 

0.4 0.2 0.2 0.2 0 0 

M-116494 M-116495 M-116496 M-116497 

0.125 0.125 0.125 0.125 

0.05 0.025 0.025 0.025 0 0 

NOTES: This unit replaces Unit #5206 
These are renewal leases effective August 30, 2012 of MF104548, MF104778A, MF107619A & B 
and MF107769. 
Royalty was paid to original leases for production from August 30, 2012 through and including 
April 2014. This NUML is effective as of May 1, 2014 for royalty payment purposes. 

0 

0 
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MEMO TO FILES MF104548, MF104778, MF107619 & MF107769 

(Copy To MF116494, MF116495, MF116496 & M F116497) 

Date: 06/ 06/ 2014 

From : Linda Price 

RE: Lease Terminations ~ 

MF104548, MF104778, MF107619 and MF107769 were originally all part of Accounting Unit 5206. 

During the period July 2012 through October 2Cf12, there was no production reported for the Block 58 State 

40 - 14 #lH (API #: 42-389-32449). Production resumed in November 2012 and continued for the duration of 

the review of the accounting unit. 

The non-product ion time period coincided wi th the assignment by Chesapeake to SWEPI of its interest in the 

leases. The GLO sent SWEPI a termination letter on August 29, 2013 stating that, absent evidence that 

operations we re conducted adequate to perpetuate the leases without a cessation of more than sixty (60) 

days during the period in question, t he leases were terminated. In a letter dated October 14, 2013, SWEPI 

responded that they could find no evidence that Chesapeake conducted drilling operations adequate to 

perpetuate the leases without a cessation of more than sixty (60} days during the t ime period in question and 

requested that the GLO ratify the leases and stated that if the State did not ratify the leases, it would not 

receive royalty payments on the production. 

By letter dated October 25, 2013, the GLO advised SWEPI that, based upon the TAC §9.34(e), the GLO cannot 

ratify leases and that, with the termination of the leases, the GLO owned 100% of the roya lty. The GLO 

informed SWEPI that it wou ld approve either Option 1} SWEPI cou ld negotiate with the surface owners one­

year leases back-dated to August 30, 2012, for the 200 acres covering the SE/4 SW/4, W/2 SE/4 and S/2 NE/4 

of Section 40 across which the well was located, from the surface to 12,378' and with the bonus to be shared 

equally between the State and the surface owners or Option 2) SWEPI could negotiate new, long term leases 

with t he su rface owners at the market rate. The GLO gave SWEPI 30 days from the receipt of the options 

offer to respond. 

By email dated November 21, 2013, SWEPI elected to pu rsue Option 1. 

The new leases were subsequently executed and fi led w ith the GLO. Upon receipt of the new leases, the GLO 

decided that the administration of the new leases would most efficiently be managed by giving them new 

lease numbers instead of adding the new leases to the origina l lease number fi les. The old leases were 

terminated* as of August 29, 2012 and new fil es were set up as fo llows: 

New Lease New Lease New Lease 

Original Lease No. M F No. Agent for State Acres Tract Descri~. 

MF104778A'" MF116494 Dela Minerals Inc. 80 W/2 of SE/4 

MF104548 MF116495 Lester Charles Weatherby, Jr. 40 SE/4 SW/4 

MF107619B MF116496A Mark A. Chapman 35 SW/4 NE/4 

MF107619A MF116496B Estate of Kelly H. Baxter 5 SW/4 NE/4 

MF107769'"* MF116497A Helen Carolyn Allen 20 SE/4 NE/4 

MF116497B Laura Allen Quisenberry 20 SE/4 NE/4 

1 



The new leases upon which the well crosses are not unitized and, since the GLO does not use the des ignation 

of "accounting units" any longer for such si tuat ions, the GLO setup NUM L 8008 (non-unit ized multiple leases) 

for the accounting of the revenue. 

In order to give SWEPI adequate time to adjust their reporting and payment procedures, it was decided that 

royalty revenue would continue to be credited under t he old Accounting Unit 5206 until April 30, 2014 and 

payments to NUML8008 would begin as of May 1, 2014. SWEPI was notified of the necessary payment and 

reporting changes by email dated June 6, 2014. 

*MF104778A was not terminated at this time because it was part of an additional old accounting unit under review. The lease 

net acreage was reduced by the 160 acres of the SE/4 of Section 40. SWEPI was notified that it could immediately execute and 

file a certified, recorded partial release of the SE/4 of Section 40 knowing that an additional release might later be required 

when the review of Accounting Unit 4554 was completed, or that it could wait until the review of Accounting Unit 4554 was 

completed so that, if additional acreage needed to be released, only one release of all terminated acreage would have to be 

filed. 

**MF107769 was originally one lease of two undivided interests. Whe n SWEPI took new leases, it put the two undivided 

interests of M F107769 into two separate, A and 8, leases of MF116797. 

2 
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Linda Price - RE: Unit 5206, Block 58 State 40-14 lH (APT#: 42-389-32449) 

From : 
To: 

Date: 
ubjcct: 

<Meredith.MacAlli ster@she ll.com> 
< usan.Wauer@GLO.TEXA .GOV>, <Linda.Price@GLO.TEXA .GOV>, 
<L.Martinez@sh ... 
6/6/20 14 I I :02 AM 
RE: Unit 5206, Block 58 tate 40-14 I H (APl #: 42-389-32449) 

Luis - Please see below. 

Page l of 2 

Susan - I am forwarding this to Luis Martinez in our Division Order department to help you with the request 
below. 

Thanks! 

Meredith MacAllister, CPLTA 
Senior Lease Analyst 

Shell Exploration & Production Company 

200 N. Dairy Ashford, Room WCK 4356, Houston, TX 77079 

United States of America 

Tel : +l 281-544-3566 
Email : meredith.maca ll ister@shell.com 

From: Susan Wauer [Susan.Wauer@GLO.TEXAS.GOV] 
Sent: Friday, June 06, 2014 10:59 AM 
To: Linda Price; MacAllister, Meredith R SEPCO-UAU/ L/ A 
Subject: Re: Unit 5206, Block 58 State 40-14 lH (API #: 42-389-32449) 

Meredith, 

I have attached a revised royalty setup for the Block 58 ST 40-14 # lH. Please verify that the royalty calculation 
information on the set-up agrees with your records . Please let Linda (512-know if you have a discrepancy. 
Please set the new Reporting Controls up in time for your May production reporting and make sure to delete the 
old Reporting Controls when you are done with them. 

Thanks, 
Susan 

lil e://C:\Oocuments and cttings\LPrice\Local ettings\Temp\X Pgrpwise\539 I 9F A8DOM l ... 6/6/20 14 



Susan Wauer 
Texas General Land Office 
512-463-3889 
susan.wauer@glo.texas.gov 

> >> Linda Price 6/6/2014 9:17 AM >>> 
Meredith: 

Page 2 of 2 

Unit 5206 was a GLO internal "accounting unit", not a pooled leases unit. These old accounting units are no 
longer used by the GLO and have been replaced with an accounting vehicle called NUMLs (non-unitized, multiple 
leases). 

As part of the process of setting up the new leases taken by Shell under Option 1, we have set up NUML8008 
for royalty reporting and payment purposes. Attached is a list of the old Unit 5206 lease numbers and the 
corresponding NUML8008 new lease numbers. 

The GLO has decided that all reporting and payments for production from the Block 58 State 40-14 lH will 
continue to be paid to Unit 5206 through April 30, 2014. As of May 1, 2014, all reporting and payments for the 
well's production must be made to the NUML8008 leases. 

Please have this set up in SWEPI's accounting system. Susan Wauer (Email: Susan.Wauer@qlo.texas.gov 
Phone: (512) 463-3889) can help with any issues setting up the reporting. However, please cc me on emails or 
other correspondence for our files. 

If you have any questions other than about the process of setting up the reporting and payment, please let me 
know. 

Thank you. 
Linda 

Linda Price, RL 
Texas General Land Office 
Energy Resources, Mineral Leasing 
Phone: (512) 463-5118 
Fax: (512) 475-1543 
Linda.Price@qlo.texas.gov 

file://C:\Oocuments and ettings\LPrice\Local ettings\Temp\XPgrpwise\53919FA800Ml... 6/6/2014 
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Blairbax Energy, LLC 
c/o Abbie Blair Baxter 
815-A Brazos Street, Suite A #49 l 
Austin, TX 78701 

February 19, 20 18 

M F I Ot l.Q. l q 
JEROLD JENKINS 

Re: Reli nquishment Act Lands Oi l and Gas Lease Dated January 20, 2006 (Successor interests 
from Kelly H. Bax ter) ("Lease"); Reeves County, Texas 

Dear Ms. Baxter: 

COG Operating LLC ("COG ') is the Lessee under the captioned Oi l and Gas Lease, under 
which yo u are acting as the agent for the State of Texas, covering the fo llowing descr ibed lands: 

All of Section 40, Block 58, Publi c School Land Survey, 
Reeves County, Texas 

COG is pla!Uling on entering the lands covered by the Lease on or about March 26, 2018, fo r 
the purpose of plugging and abandoning the Block 58 State 40-1 4 # l H Well ("Weir'), which is 
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the 
Lease, entitled Removal of Equipment, grants COG the ri ght to remove machinery and fi xtures 
placed by it on the leased premises, including the right to draw and remove cas ing, within 120 days 
after the termination of the Lease, unless the owner of the soil grants an extension of this peri od. It 
has been more than 120 days since the Lease terminated. 

Accord ingly, COG is hereby asking your permission to extend the period of time under the 
Lease until September I 20 18 in order that COG is permitted to remove the machinery and fixtures 
from the location, includ ing the drawing and remova l of the casing from this Well, in connection 
with its plugging and abandonment activities, and that COG shall have the right to retain the 
ownership of the machinery and fi x tures, includ ing removed casing, from thi s Well and the lands. 

Please indicate in the space provided below whether you agree or disagree with the terms of 
this letter, and then s ign and return an original of th.is letter to COG in the self-addressed, stamped 
envelope provided fo r th is purpose. We are send ing two originals of thi s letter and you may retain 
one original fo r yo ur fi les. 

One Concho Center 600 West I lino,s Averue M di id Texas 1971 P ~ 683 14 F 2 681 441 

• • •• • • • • • • • • • • • •• • • 

• ••• • • • • • • ••• • • • •• • 
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Blairbax Energy, LLC 
February 19, 2018 

Page2 

Thank you fo r your cooperation and we look forward to hearing from yo u soon. If you have 
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234. 1508. 

Very truly yours, 

COG OPERATING LLC 

--I, the agent for the State of Texas under the Lease and the owner of the soil 
of the above-described land , hereby consent to the forgoing provisions of thi s letter. 

__ I, the agent for the State of Texas under the Lease and the owner of the 
soil of the above-described land, hereby DO NOT consent to the fo rgoing provisions of this letter. 

cc: Mr. J. Daryl Morgan, CPL J 
Landman, Minera l Leasing 
Texas General Land Office 
P.O. Box 12873 
Austin, Texas 78711-2873 

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

••• ••• • • • • • • • • • • • • • 
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Buffy Energy, LLC 
c/o Janet Kay Baxter 
P. 0 . Box 1649 
Austin, TX 78767 

February 19, 201 8 

JEROLD JENKINS 
s-.AFT ~Nf ~vAl\l 

Re: Relinquishment Act Lands Oil and Gas Lease Dated January 20, 2006 (Successor interests 
from Kelly H. Baxter) ("Lease"); Reeves County, Texas 

Dear Ms. Baxter: 

COG Operating LLC ("COG") is the Lessee under the captioned Oil and Gas Lease, under 
which you are acting as the agent for the State of Texas, covering the following descri bed lands: 

All of Section 40, Block 58, Public School Land Sw-vey, 
Reeves County, Texas 

COG is plannjng on entering the lands covered by the Lease on or about March 26, 20 18, for 
the purpose of plugging and abandorung the Block 58 State 40-14 # lH Well ("Well"), which is 
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the 
Lease, entitl ed Removal of Equipment, grants COG the right to remove machinery and fixtures 
placed by it on the leased premises, including the right to draw and remove casing, within 120 days 
after the termination of the Lease, unless the owner of the soil grants an extension of this period. It 
has been more than 120 days since the Lease terminated. 

Accordingly, COG is hereby asking your permission to extend the period of time under the 
Lease until September 1, 20 18, in order that COG is permitted to remove the machi nery and fixtures 
from the location, including the drawing and removal of the casing from this Well, in connection 
with its plugging and abandonment activities, and that COG shall have the right to retain the 
ownership of the machinery and fixtures, including removed casing, from this Well and the lands. 

Please indicate in the space provided below whether you agree or disagree wi th the terms of 
thi s letter, and then sign and return an original of this letter to COG in the self-addressed, stamped 
envelope provided for this purpose. We are sending two originals of this letter and you may retain 
one original for your fi les. 

One Concho Center J 600 Wesllllmo,s Avenue I Midland Texas 797 ' P P 683 7443 F "3 > 683 ,:41 
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• • • • • • • • • • • • • • 
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Buffy Energy, LLC 
February 19, 2018 

Page2 

Thank you for your cooperation and we look fo rward to hearing from you soon. If you have 
any questions, please give Mr. Jerold Jenkins of COG a ca ll at 432.234. l 508. 

Very truly yoms, 

COGOP~ GLLC 

Jerol*'kins 
Staff Landman 

__ I, , the agent for the State of Texas under the Lease and the owner of the soil 
of the above-described land, hereby consent to the fo rgoing provisions of th is letter. 

__ , I, , the agent for the State of Texas under the Lease and the owner of the 
so il of the above-described land, hereby DO NOT consent to the fo rgoing provisions of this letter. 

cc: Mr. J. Daryl Morgan, CPL 
Landman, Mineral Leasing 

1 
Texas General Land Office '\J 

P.O. Box 12873 
Austi n, Texas 787 11-2873 

• ••• • • • • • • ~ • • • • • • •• 

• • • •• • • • •• 

••• ••• • • • • • • • • • • • • • 
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Baxto, LLC 
c/o Ashley Stout 
P. 0 . Box 302857 
Austin, TX 78703 

JEROLD JENKI NS 
<..., r F AN 1\/1• I'-. 

February 19, 2018 

Re: Relinquishment Act Lands Oi l and Gas Lease Dated January 20, 2006 (Successor interests 
fro m Kelly H. Baxter)(' Lease"); Reeves County, Texas 

Dear Ms. Stout: 

COG Operati ng LLC ( 'COG") is the Lessee under the captioned Oil and Gas Lease, under 
which you are acting as the agent fo r the State of Texas, covering the fo llowing described lands: 

A ll of Section 40, Block 58, P ubli c School Land Survey, 
Reeves County, Texas 

COG is p lanning on entering the lands covered by the Lease on or about March 26, 20 18, for 
the purpose of plugging and abandoning the Block 58 State 40-1 4 # lH Wel l ("Well"), which is 
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the 
Lease, enti tled Removal of Equipment, grants COG the right to remove machinery and fixtu res 
placed by it on the leased premises, includ ing the right to draw and remove casing, within 120 days 
after the terminati on of the Lease, un less the owner of the soil grants an extension of this period. It 
has been more than 120 days since the Lease terminated. 

Accordingly, COG is he reby aski ng your permission to extend the period of ti me under the 
Lease until September l , 20 18, in order that COG is permi tted to remove the machinery and fix tures 
from the location, including the drawing and removal of the casing from this Well , in connection 
with its plugging and abandonm ent activities, and that COG shall have the right to retain the 
ownership of the machinery and Cixtw·es, including removed casing, from this Well and the lands. 

P lease ind icate in the space provided below whether you agree or disagree with the terms of 
thi s letter, and then s ign and return an origina l of this letter to COG in the self-addressed, stamped 
envelope provided fo r this purpose. We are send ing two originals of this letter and you may retain 
one original for your fi les. 

One Corct•o Center I GOO West 11.ir 1s Ave ue M1dl,:md rexas 9/ P ' 683 74t ~ F ., 683 441 

- ••• • ••• ••• 
• • • • • • • 
• • • • • • • 
• • • •• • • • 

• • •• • • • • • 
• • •• • • 



Baxto, LLC 
February 19, 2018 

Page2 

Thank you fo r your cooperation and we look forward to hearing from you soon. ff you have 
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508. 

Very tru ly yours, 

ERATING LLC 

_ _ I, the agent for the State of Texas under the Lease and the owner of the soil 
of the above-described land, hereby consent to the fo rgoing provisions of this letter. 

, I, , the agent fo r the State of Texas under the Lease and the owner of the 
soi l of the above-described land, hereby DO NOT consent to the fo rgoing provisions of this letter. 

cc: Mr. J. Dary l Morgan, CPL 
Landman, Mineral Leasing J 
Texas General Land Office 
P.O. Box 12873 
Austin Texas 78711 -2873 

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

••• ••• • • • • • . • • . • • 
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~,,CONCH 0 
~ 

Cat Spring Properties, LLC 
c/o Cheryl Mellenthin 
P. 0. Box 450 
Sealy, TX 77474 

February 19, 2018 

JEROLD JENKINS 
S A.FF LAN Mt~ 

Re: Relinquislunent Act Lands Oil and Gas Lease Dated August 26 2005 (Successor interests 
from Mark Chapman) ("Lease"); Reeves County, Texas 

Dear Ms. Mellenthin: 

COG Operating LLC ("COG") is the Lessee under the captioned Oi l and Gas Lease, under 
which you are acting as the agent for the State of Texas, covering the fo llowing described lands: 

All of Section 40, Block 58, Public School Land Survey, 
Reeves County, Texas 

COG is planning on entering the lands covered by the Lease on or about March 26, 2018, fo r 
the purpose of plugg ing and abandoning the Block 58 State 40-14 # lH Well ("Well"), which is 
operated by COG, and thereafter conducting surface remediation operations. Paragraph 26 of the 
Lease, entitled Removal of Equipment, grants COG the right to remove machinery and fixtures 
placed by it on the leased premises, including the right to draw and remove casing, within 120 days 
after the termination of the Lease, unless the owner of the soi l grants an extension of this period. It 
has been more than I 20 days s ince the Lease terminated. 

Accordingly, COG is hereby asking your permission to extend the period of time under the 
Lease until September 1, 20 18, in order that COG is permitted to remove the machi nery and fi xtures 
from the location, including the drawing and removal of the casing from this Well, in connecti on 
with its plugging and abandonment acti vities, and that COG shall have the right to retain the 
ownership of the machinery and fi xtures, including removed cas ing, fro m this Well and the lands. 

Please indicate in the space provided below whether yo u agree or disagree with the terms of 
thi s letter and then s ign and return an original of thi s letter to COG in the self-addressed, stamped 
envelope provided fo r th is purpose. We are sending two origina ls of thi s letter and you may retain 
one original fo r your fi les. 

One Conc.t•o Center I 600 West I 1,rio1s Av€'nue M•dland Texas 971 1 P '1 683 74' F E:,83 7441 

• ••• • ••• ••• 
• • • • • • • • • • • • • • • • • •• • • • 
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Cat Springs Properties, LLC 
February 19, 2 018 

Page2 

Thank you for yo ur cooperation and we look forward to hearing from you soon. If you have 
any questions, please give Mr. Jerold Jenkins of COG a call at 432.234.1508. 

Very truly yo urs, 

I, the agent fo r the State of Texas under the Lease and the owner of the soil 
of the above-descri bed land, hereby consent to the forgoing provisions of this letter. 

, I, , the agent fo r the State of Texas w,der the Lease and the owner of the - -
soil of the above-descri bed land, hereby DO NOT consent to the forgoing provis ions of th is letter. 

cc: Mr. J. Daryl Morgan, CPL 
Landman, Mineral Leasing J 
Texas General Land Office 
P.O. Box 12873 
Austin, Texas 787 11-2873 

• ••• • ••• 
• • • • • • • • • • • • 

• • • •• • 
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