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WILLI AM A. CH ALFANT, £PL Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail : bill@chalfantproperties.com 

January 26, 2007 

Mr. Drew Reid 

CHALFANT PROPERTIES, INC. 

1502 NORTII BIG SPRI NG 

P. 0. BOX 3123 

MID LAND, TEXAS 79702-3 123 

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

RE: Section 5: except theW 80 ac and theN 245 ac of theE 560 ac 
Block 57, Public School Land Survey 
Reeves County, TX 

Dear Mr. Reid: 

'\ 
\ 

) 

I have reached an agreement with a surface owner under the above-captioned land. 
I have attached a copy of the Oil and Gas Lease for this owner. 

The terms are $302.00 per acre (including paid up rentals for the first two years) for 
a five year paid up lease with 1/4th royalty. Year 4 to be paid at $201.00 per acre 
(including paid up rentals for the sth year) 

I would like for the land office to approve the leases as to form and consideration. 
Please email your reply of approval to: mashala@chalfantpro_p_erties.com 

Sincerely, 

William A. Chalfant, CPL 

WAC/mkc 
enclosures 

• 

AAPL's FIRST INDEPE NDENT LANDMAN OF THE YEAR 1998- 1'999 
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• 

•• • • • • • •• 
• 

•••• • • •••• ... . 
• • •• 



• •• ' .. •• • 
• 

• •• • • .. . 
• 

•••• ' . •••• 
t ••• 

' . •• 



. ' 

T ransactill # 5575 

Lossor: Keenom, Dorothy Jean, Trustee 

RAL REVIEW SHEET 

Gecqst: 

l.aas8Data: 

R. Widmayer 

1/22/2007 

Lessee: Chesapeake Exploration Limited Partnership Acres: 315 

LEASE IIICRJITIIJII 

County PIN# Base Ale No Pert Sec. Block Twp SUrvoy 

u~ o 

REEVES 07-104297 V" 11 6568 S/2 5 57 00 PUBLIC SCHOOL LAND 

Abst# 
3615 

TEJIMIIffBIBI 

Prinary T 11'111: 

Bonus/ A12'8: 

Rontal/ Acra: 

Royalty: 

5 years 

$300.00 

$1.00 

22.5% 

TEJIMI~ 

Princry Torm 

Boms/Acra 

Ronta/ Acre 

Royalty 

5 years 

1/4 

$325.00 

$1 .00 

CIMPARIMI 

MF# Datu Torm Boous/Ac. Rlllta/Ac. Royalty llstHB 

1'-100 

COOillllltS: A total of 4 undivided leases in this file. Rentals paid up for the 2nd and 3rd years. 4th year rental will be 
$325.00 per acre and will pay up the 5th year. 

~v111:?B 2- ·t3. ·o7 

Tuesday, February 13, 2007 

Last l8as8 

3 Miles SE 



- . . 
RELJNQUISHME."'\l"T ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Lan-y Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

App licant: Chesapeake Exp loration Limited Pa1tner 

Prim. Term: 5 years 

Royalty: 1/4 

Consideration 

Recommended: 7A73:. 
ot Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: Z ·13 ·07 

DATE: 

County: 

$325.00 

$1.00 

13-Feb-07 

REEVES 

Comments: A total of 4 undi vided leases in this file. Rentals paid up fo r the 2nd and 3rd years. 4th year rental will 
be $325.00 per acre and wil l pay up the 5th yea r. 

~seForm 
Recommended: _..~...fltW~--
Not Recommended : ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: 

Not Recommended: ----

Bil l Warnick, General Counsel 

R ecommended : Lo ~J 
---+-'~ 'tf-~-H.f.JL-

Not Recommended: ----

Lan·y Laine, Ch,. ef C~erk 

Approved : : ~ 
Not Approved: ___ _ 

Date: z/z.c/o7 

Date: 

Date: 9/t"-/ 0 I 
I 

Date: 
?/1 It, 

- -----





CHESAPEAKE OPERATING, INC J 

•• • • • • • 
•••• • • •• • 
• 

• •• • • ••• 

• 
• •• • • ... 

008019 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

792615 07/26/07 072607H 

07048338 
No. 835403 

DESCRIPTION OR 
GROSS AMOUNT DISCOUNT NET\A~OUNT 

BALMORHEA PROSP LSE BNS " s,~ss 

\ ~ \ 

•• TOTAL FOR CHECK 8,922.85 



CHESA PEAKE OPERATING, INC 
/ 

.. . 
••• 

• •• • . ) .. 
• 

' .. • ' .. 
• 
•• • • •• 

0080 19 TX GENERAL LA D OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

792611 07/26/07 072607D 

07048347 No. 835399 

DESCRIPTION OR N~AMfiUNT GROSS AMOUNT DISCOUNT 

BALMORHEA PROSP LSE BNS 

I 
1,191.41 

#It ti\V~~ 
r~~ 

. 
' 

** TOTAL FOR CHECK 1,191 .41 



•• . . 
••• 
•••• .. ' . 

• 
• • • • • • • 

•• • • •• 



Chesaneake 
lENERGY 

August3, 2007 

VIA OVERNIGHT MAIL 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin, TX 78701 -1495 

Re: H-S Minerals and Realty, Ltd . 
Relinquishment Act Leases 
Culberson and Reeves Counties, Texas 

Dear Mr. Reid : 

Permi an outh Land Depa rtment 

Enclosed are nine (9) certified recorded copies of State of Texas Oil and Gas Leases 
taken from surface owners in the captioned lands, along with Check No. 835270 in the 
amount of $13,928.36 for the State of Texas' half of the bonus consideration, plus fil ing 
fees. These leases reflect the agreement between Chesapeake Exploration Limited 
Partnership ("Chesapeake") and the surface owners. 

Thank you for your assistance and should you need anything further, please call Chris 
McClaine at (405) 767-4808. 

Re ecca Young }2/J.J/1 6 
S nior Land Te:a;~nv • ( 
Enclosures 

W.\Permian_South\Young\Letters\GLO Letter State Leases 20070803.doc 

Chesapeake Energy Corporarion 
P.O. Box 18496 • Oklahoma Cary, OK 73 154-0496 • 6 100 N . Wesrern Avenue • Oklahoma C11v, OK 73 11 8 

405.848.8000 • fa x 40.5.767.425 1 



~HESAPEAKE OPERATING, INC J 
008019 TX G£NERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

754305 04/1 0/07 041 007 

07048075 

DESCRIPTION OR 
GROSS AMOUNT DISCOUNT 

VARIOUS/ LSE BNS 

** TOTAL FOR CHECK 

No. 835270 

NET AMOUNT 

13,928.36 

13,928.36 



Chesaneake 
rENERGY 

August3 , 2007 

VIA OVERNIGHT MAIL 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin, TX 78701-1495 

Re: Houston and Emma Hill Trust Estate 
Relinquishment Act Leases 
Cu lberson and Reeves Counties, Texas 

Dear Mr. Reid : 

Permian South Land Department 

Enclosed are nine (9) certified recorded copies of State of Texas Oil and Gas Leases 
taken from surface owners in the captioned lands, along with Check No.835153 in the 
amount of $308,405.93 for the State of Texas' half of the bonus consideration, plus filing 
fees. These leases reflect the agreement between Chesapeake Exploration Limited 
Partnership ("Chesapeake") and the surface owners. 

Thank you for your assistance and should you need anything further, please ca ll Chris 
McClaine at (405) 767-4808. 

Enclosures 

W:\Permoan_South\Young\Letters\GLO Letter State Leases 20070803.doc 

C hesapeake Energy Corpora tion 
P.O. Box 18496 • O lda homa Cir)•, O K 73 ~54 -0496 • 6 100 N. Wcmrn Avenue • Oklahoma Ciry, O K 73 11 8 

405 8<:8.8000 • fax 405.767.425 1 



CHESA PEAKE OPERATING, INC 

008019 TX GENER.t:L LAND OFFICE 

VOUCHER INVOICE INVOICE DESCRIPTION OR 

NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT .. 
771062 04/10/07 041007A VARIOUS/ J HILLNG LATIMOREIH 308,405.93 

;jov.~WYL ~ ~W\ft!t V\-

;MIl~ 
/::-~ {-A-k----

0 17048074 

' \ 
~ 

. 

c..J 
~ 
~· 

f 

ld\ 

** TOTAL FOR CHECK v 308,405.93 
I ) 



Chesaneake 
rENERGY 

August 2, 2007 

VIA OVERNIGHT MAIL 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin , TX 78701-1495 

Re: Relinquishment Act Leases 
Culberson and Reeves Counties, Texas 

Dear Mr. Reid : 

Permian South Land Department 

Enclosed are nine (9) certified recorded copies of State of Texas Oil and Gas Leases 
taken from surface owners in the captioned lands, along with Check No. 835238 in the 
amount of $141 ,962.08 for the State of Texas' half of the bonus consideration , plus filing 
fees. These leases reflect the agreement between Chesapeake Exploration Limited 
Partnership ("Chesapeake") and the surface owners. 

Thank you for your assistance and should you need anything further, please call Chris 
McClaine at (405) 767-4808. 

Enclosures 

W·\Permlan_South\Young\Letters\GLO Letter State Leases 20070802.doc 

C hc a pcakc Energy Corpo ra rion 
P.O. Box 18496 • Okla homa Ciry, OK 73 154-0496 • 6 100 N. \XIesrcrn Avenue • Oklahonu C1ry, O K 73 118 

405.848.8000 • fa x 405.767.425 1 



CHESAPEAKE OPERATING, INC V 
0080 19 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

754160 04/04/07 040407 

...... . DYf \ T 

No. 835238 

DESCRIPTION OR 
GROSS AMOUNT DISCOUNT NET AMOUNT 

VARIOUS/ LSE BNS 141 ,962.08 

fhjil~ 
. 

\) 12~1cJ 

-

\ L _l 

0704 79~ 6 

** TOTAL FOR CHECK X 141,962.08 



Chesaneake 
l ENERGY 

August7 , 2007 

VIA OVERNIGHT MAIL 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin, TX 78701-1495 

Re: Thomas Hill Puff Trust and Nancy Puff Jones Trust 
Relinquishment Act Leases 
Culberson and Reeves Counties, Texas 

Dear Mr. Reid : 

Permian o uth Land Department 

Enclosed are eight (8) certified recorded copies of State of Texas Oil and Gas Leases 
taken from surface owners in the captioned lands, along with checks for each lease for 
the State of Texas' half of the bonus consideration, plus filing fees. These leases reflect 
the agreement between Chesapeake Exploration Limited Partnership ("Chesapeake") 
and the surface owners. 

Thank you for your assistance and should you need anything further, please call Chris 
McClaine at (405) 767-4808. 

Enclosures 

W:\Permian_South\Young\Letters\GLO Letter State Leases 20070803.doc 

Chesapeake Energy Corporation 
P.O. Box 18496 • Oklahom.t H)', OK 73 154-0496 • 6 100 . Western Avenue • Oklahoma Jt)", OK 73 11 8 

405.848.8000 • fax 405.767.425 I 



Chesaneake 
rENERG Y 

August 7, 2007 

VIA OVERNIGHT MAIL 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin, TX 78701-1495 

Re: Hill Investments, Ltd. 
Relinquishment Act Leases 
Culberson and Reeves Counties, Texas 

Dear Mr. Reid: 

Permian South Land Department 

Enclosed are eight (8) certified recorded copies of State of Texas Oil and Gas Leases 
taken from surface owners in the captioned lands, along with checks for each lease for 
the State of Texas' half of the bonus consideration , plus filing fees. These leases reflect 
the agreement between Chesapeake Exploration Limited Partnership ("Chesapeake") 
and the surface owners. 

Thank you for your assistance and should you need anything further, please call Chris 
McClaine at (405) 767-4808. 

Enclosures 

W:\Permian_South\Young\Letters\GLO Letter State Leases 20070803.doc 

he apeake Energy Corpora tion 
P.O. Box 18496 • Okla homd City, OK 73 154-0496 • 6 100 N. Wesrern Avenue • OklahomJ ar>·· OK 7 3 1 18 

405.848.8000 • f.tx 405.76- .425 1 
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1 

FILE II 2553 

Gene~l Land Office 
Relinquishment Act Lean Form 
Revised, Septemb.r 1997 

%l usti n, -acexas 
OIL AND GAS LEASE 

VOL. 7 t) G 

l01 30502 

THIS AGREEMENT is made and entered Into this 22"' day of January . 2007, between the State of Texas. acting 

PAG[ 

by and through its agent. James Robert Hill, Individually. and Co-Trustee. Virginia Glenn Hill Lattimore, Individually, and Co-Trustee, and John A. 

Styrsky, Co-Trustee of the Houston and Emma Hill Trust Estate and Agent for the State of Texas of 500 West Seventh Street Suge 1802 Fort Worth 

Texas 76102-4772 

said agent herein referred to as the owner of the soil (whether one or more). and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP. an 
Oklahoma limited partnership, of P.O. Box 184g6, Oklahoma City, Oklahoma 73154-0496, hereinafter 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 ading by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospeding and drilling for and producing oil and gas, laying pipe lines. building tanks. storing 0 11 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 fo llowing lands 
situated in Beeves County, State of Texas, to-wit: 

Block {57. Public: School Land Survey 
Sed io'o 5: All. except the West 80 acres and the North 245 acres of the East 560 acres of said Section. as described In Warranty Deed from Geo P 
Hill. Independent Executor and Trustee under the Will of Houston Hill, Deceased, et al, to Geo P Hill et al. dated 10/1/68, of record in Volume 288, 
Page 767, Deed Recorda of Reeve• County, Texas 

Containing _ __ ..,3;t.J1L.>l5'--- acres, more or less. The bonus considera tion paid for this lease Is as follows: 

To the State of Texas Twentv Five Thousand Five Hundred Ninety Three and 751! 00 

Dollars (S 25 593.75 I 

To the owner of the soli: Twenty Five Thousand Five Hundred Ninety Three and 751100 

Dollars (S 25 593.75 l 

Total bonus consideration: f ifty One Thousand One Hundred EIQhty Seven and 501!00 

Dollars ($ 51 187.50 l 

The total bonus consideration paid represents a bonus of Three Hundred TwentY Elye Dollars ($325.00) per acre. on __!ill_ net acres. 

2. TERM. Subjed to the other provisions In this tease, this tease shall be for a term of FIVE C 5 1 years from 
this date (herein called ·primary term·) and as long thereafter as oil and gas. or either of them. Is produced In paying quant~les 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. 

') 1 ,..., 
4. - a 

1 rue and Correct 
r.opy of 

0 1g ed in 
Reeves County 

C1e ks Office 

• •• • • • ••• 

•••• • • • •• • 
• 

•••• • • •••• 
••• • •• •• 



. VOL. 7 b 6 PAGE 

, ---------------------------------------------------------------------------------------~ 

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 0< befO<e such anniversary dale Lessee shall pay or tender to the owner of the soot or to his cred~ In the THIS IS A PAID UP LEASE SEE 
PA8AGRAfH40 Bank at ________________________________________________________ _ 

Or ~~ sua:essors (which shall continue as the depos~ory regardless of changes In the ownership of said land), the amount specJfled below; In addition, 

Lessee shall pay 0< tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS, a like sum on 

or before saod date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 

one ( 1) year from said date. Payments under this paragraph shall be In the following amounts: 
To the owner of the soil: _ __________ ___________ ____ ___ _ 

(Dollars s _ ___ _ _____ ....J 

To the State of Texas: - - - ---------- ------------ - -----
(Dollars s _ ________ ....J 

Total Delay Rental: ..,-----------..,----- ------------- ---
(Dollars $- ---:-----::---:-:------' 

In a toke manner and upon like payments 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 soli 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 pay date. If the bank designated In this paragraph (or Its successor bank) should cease to exist. 
suspend business. liquidate. fait or be succeeded by another bank, or for any reason fall to refuse to accept rental, Lessee shall not be held in default for 
fa ilure to make such payments or tenders of rentals unt~ thirty (30) days after the owner of the soli shall deliver to Lessee a proper recordable Instrument 
naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty provided for In 
this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas. and ona·half ( 112) of such royalty to the owner of the 
soil 

(A) OIL. Royalty payable on oH, which Is defined as lndudlng all hydrocarbons produced 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 separatO< or other equipment. as hereinafter provided, 
shall be 1/4lh part of the gross production or the marl<et value thereof, at the option of the owner of the soli or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price. plus premium. If any, offered or paid for oil. condensate, distillate, or other liquid 
hydrocarbons. respectively. of a like type and gra~ In the general area where produced and when run. or 2) the highest marl<et price thereof offered or 
paid In the general area where produced and wlhen run, or 3) the gross proceeds of the sale thereof. whichever Is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold. used or processed In a plant. n will be run free of cost to the royalty 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 equipment may be waived, In writing, by the royalty owners upon 
such terms and condrtions as they prescnbe. 

(B) NON PROCESSED GAS. Royalty on any gas (including nared gasj, which Is defined as an hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said tano {except as provided herein with respect to gas processed In a plant for 
the eXIractlon of gasoline, liquid hydrocarbons or other products) shall be 1/4th part of the gross production or the marl<et value thereof. at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest marl<et price paid or offered for 
gas of comparable qualoty in the general area where produced and wlhen 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 siXIy (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 tesllng being used by the Industry al tha time of testing 

(C) PROCESSED GAS. Royalty on any gas processed In a gnollne plant or other plant for the recovery of gasoline or other loquld 
hydrocarbons shall be 1!4th part of the residue gas and the liquid hydrocarbons eXIracted or the mar1<et value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. An royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas 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 aHrlbutabla to the g1s produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or IIJ parent. subsidiary or affilllte) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (SO") or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length {or If there Is no such third party. the highest percent then being specified In processing agreements or contracts In 
the Industry). whichever Is the greater. The respective royallles on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marl<et 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever Is the greater. In no event. however. shall 
the royalties payable under this paragraph be less than the royahies which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or 1ny other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead: "dry," or any other gas. by fractionating, burning or any other processing shall be ll£:part of the gross 
production of such products, or the marl<et value thereof, at the option of the owner of the soli or the Commissioner of the General Land Offoce, such 
marl<et value to be determined as follows: 1) on the basis of the highest marl< at 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. MINIMUM ROYALTY. During any year after the expiration of the pmoary term of this lease. If this lease Is maintained by produc11on, the 
royalties paod 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 this 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 th is 
paragraph, the delay renlal amount ahall be one dollar ($1.00) per ecre. 

True and Correct 
copy of 

Onginal filed in 
Reeves County 

Clerks Off1ce 

••• • • • •• • 
• 

•••• • • • •• • 

. ... . . 
•••• 

• • • • • • •• 
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6. ROYALTY IN KINO. NotwKhstanding any othet provision in this lease. at any time or from time to time. the owner r:l the soil or the 
Commissioner r:l the General Land Olfoce may, at the option r:l ehhet. upon not less than sixty (60) days notice to the holder r:l the lease, require that the 
payment r:l any royaKies accruing to such royalty owner under this lease be made in kind The owner of the soWs or the Commissioner of the General 
Land Offoc:e's right to take Its royalty in kind shal not diminish or negate the owner of the soirs or tho Commissioner r:l the General land orroc:e·s rights 
or Lessee's obllgallons. whether e~Cp<eas or implied, under this lease. 

7. NO DEDUCTIONS. Lessee egrees that all royanies accruing under this lease (including those paid in kind) shall be wrthout deduction lor 
the cost of producing, gatheting. storing, separating. treating. dehydrating, compressing. 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 lhe gross value received. including any reimbursements 
lor severance taxes and production related coats. 

8. PLANT FUEL A ND RECYCLED GAS. No royalty shaD be payable on any gas as may represent this lease's proportionate share r:l any fuel 
used to process gas produced heteunder in any processing plant. Notwfthstanding any other provision of this lease, and subject to the wrftten consent of 
the owner ol the soil and the Commissioner ol the General Land Olfoce, Lessee may recycle gas for gas lift purposes on the leased premises or l or 
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocart>oos contaoned in the gas have been removed 
no royal* shal be payable on the recycled gas until k Ia produced and sold or used by Lessee in a manner which elUtes the roy..-y owners to a 
roy..-y undet this lease. 

9. ROYALTY PAYMENTS AND REPORTS. Al l royanies not taken in kind shall be paid to the Commlssooner r:1 the General Land Olfoce at 
Austin. Texas. in the following manner 

Payment r:l royalty on production r:l 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 Offoce on or before the 5th day r:l the secorod month succeeding the month r:l production. and royalty 
on gas is due and must be received In tho General Land Offoc:e on or betore the 15th day r:l the secorod month succeodlng the month ol production, 
accompanied by the affidavit ol the owner, manager or other authorized agent. completed In the form and mannet presetlbed by the General Land Office 
and showing the gross amount and dispoaKion r:l all oil and gas produced and the mar1<et value of the oil and gas, together with a copy of all documents. 
records or reports confirming the gross production. dlspoahion and market value Including gas meter readings. plpeUna receipts. gas Une receipts and 
other checks or memoranda r:l amount produced and put Into pipelines. tanka. or pools and gas tinea or gas storage, and any other reports or records 
which the General Land Offoc:e may require to Wfify the groaa production, diapoalllon and mar1<et value. In all caaea the authority d a manager or agent 
to act for the Leasee herein must be foled In the General Land Offoc:e. Each royalty payment shall be accompanied by a check stub, schedule. summary 
or other remHtance advice showing by the assigned General Land Olfoce lease numbet the amount o1 royalty being paid on each lease. II Lessee pays 
his roydy on or before thirty (30) days after the royalty payment was due. then Lessee owes a penany ol 5% on the royalty or $25.00, whichever Ia 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty r:l 10% r:l the royany due or $25.00 whichever is greater. In addotion 
to a penalty. royalties shall accrue Interest at 1 rate r:l 12% per year; such Interest wiU begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not foled when due shall Incur a penalty In an amount set by the General Land Otfoce administrative rule 
which is elfectlve on the date when the affidavits or supporting documents -e due. The Leasee shal bear all reaponsibiity lor paying or causing 
royafties to be paid as prescribed by the due date provided herein. Payment ol the delinquency penalty shall in no way operate to prohibit the State's 
right ol forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penafty provisions shan not apply In 
cases olthle d ispute as to the State's portion ol the royally or to that portion of the roydy in dispute as to lair marl<.et value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner r:l the General land Otfoce 
with its best poaallle estimate r:l oi and gas reaenea undertyW>g lhla lease or allocable to this lease and shall fum ish said Commissioner with copies r:1 
all contracta under which ga Ia sold or proceued and all subaequenl agreements and amendments to such contracb within thirty (30) days after 
entering into or making such contracts, egreernents or amendments. Such contracts and egreernents when received by the General Land Otroc:e shaU be 
held In confidence by the General Land Olfoce unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transpor1ation, sale and marketing ol the oil and gas produced on said premises. including the books and accounts, receipts and discharges of all wells. 
tanka, pools, meters, and pipelinea shall at d times be subject to inapecllon and examination by the Commissioner r:l the General Land Offoce. the 
Attorney General. the Governor. or the repreaentatlve r:l any r:l them. 

(B) PERMITS, DRILLING RECORDS. Written notice r:l all operations on this lease shall be submHted to the Commissioner of the General 
land Olfoce by Lessee or opetator five (5) days before spud date. wor1cover, re-entry, temporary abandonment or plug and abandonment o1 any weU or 
wells. Such written notice to the General Land Olfoce shaU Include copies of Railroad Commission forms l or application to drill. Copies of well tests, 
completion reports and plugging reports shal be supplied to the General Land Offoc:e at the time they are flied with the Texas Railroad Commission. AI 
applicallona, permb, reports or other folinga tNt rele<eoce this lease or any specifoc wei on the lealed premiaea and that we submilled to the Texas 
Railroad Commlulon or any other governmental agency ahaU Include the won:! "State• in the tlle. A.ddlionaly, in accordance with Railroad Commluion 
rules, any slgnege on the leased premises for the purpose rlldentlfytng wells, tank batteries or other associated Improvements to the land must also 
Include the word 'State: Lessee shall supply the Genetal Land Office with any records, memoranda, accounts, reports, cuttings and cores. or other 
information relative to the operation r:l the abo\16-described premises, which may be requested by the General Land Olfoce. In addit ion to those herein 
expressly provided for. Lessee shd have an electrical and/or radloadMty suMty made on the bor&-hole section, from the base r:l the surface casing to 
the total depth r:l wei. d all wells drilled on the above deacrt>ed premiaea and shal tranamM a true copy r:l the log d each survey on each wei to the 
Gene<al Land Office within fifteen (15) days after the maklng rlsaid sUM!)'. 

(C) PENALTIES. Lessee shal Incur a penalty whenever reports. documents or other materials are not f~ed In the General Land Office when 
due. The penalty for late fiUng shall be set by the G eneral land Otfoce admlniatralive rule which Ia effective on the date when the m aterials wete due In 
the Genetalland Otfoce. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hererl and prior to discovery and 
production r:l oil or gas on said land, Lessee should drl a dry hole or holes the<eon. or if during the primary term heter:l and after the dlscOWfY and 
actual production r:l oil Of' gaa from the lealed premises auch production therer:l should cease from any cause. this lease shaU not terminate ~ on or 
before the expiration r:l sl;dy (60) days from date of completion of said dry hole or cessation ol production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the neld annual delay rental in the same mannet as provided In lhla lease. II. during the last year of the 
primary term or wKhln sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production ol oil or gas should cease for any cause. 
lessee's righta shal remain In full force and etfect wkhout further ope<atlons until the explrallon ol the primary term; and If leasee h• not resumed 
production in paying quarotitlea at the expiration r:l the primary term, Leasee may maintain this lease by condudlng additlonal dril~ng or reworking 
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operations pul'1uant to Paragraph t3, using the expiration of the primary term as the dale of cessation of product ion under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed es 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 dale of CQtr'Cllellon of such aiM-in oil or gas wei and upon the fa~ure to make such payment. this lease shal ipso facio terminal e. If al the 
8liP'I"ICion of the prm.-y term or arty time thereafter a shut-in oil or gas wells located on the leased premises. payments may be made In aco:ordance 

- the an.A-in prowl5lons hereof. 

12. ORJLUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged In drilling or rewori<ing operations thereon, this lease shall remain In foru so long as operations on 
sad wei or for driling or rewori<ing of any add~ional wells a<e proeecuted In good faith and in WOII<man~ke manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gae, so tong thereafter • oil and/or gae is produced 
., paying quantities from slid land. or parn-t of shut-in oil or gae well royanles or compensatory royatu. II made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shaft not terminate if Lessee commences add~lonal driDing or reworking 
operations within s ixty (60) days after such cessation, and this lease shall remain In fuR force and effect for so long as such operations continue in good 
faith and in worla"nantlke manner without Interruptions totaling more than sbly (60) days. If such drilling or rewori<ing operations reeun In the production 
of otl or gae, the lease shall remain In full force and effect for so long 111 oil or gas Is produced from the le111ed premises In pay1ng quantkiee or payment 
of shut-In oil or gas well royalties or payment of compensalory royalies Is made • provided herein or as provided by law. If the driling or reworldng 
operations resun In the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional d rilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall rem ain In effect so long as Lessee c ontinues drining or 
reworking operations in good faHh and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHliT ~N ROY ALliES. For purpoea. of this paragraph, "wee" means any well that hae been assigned a wei number by the stale agency 
having Jurisdiction over the production of ot1 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 quantHies Is located on the leased premises, but oil or gas Is not being 
produced for lack of aulable production facif~ies or lack of a su~able marl<el, then Lessee may pay as a shut~n oil or gas royahy an amount equal to 
double the annual rel'ltal provided In the lease, but not leas than $1,200 a year for each well capable of producing oil or gas In pay1ng quanOOea. If 
Paragraph 3 of this teaae doe. not specify a deWy rental amooot, then for the putp01es of thla p.-agr8ph, the delay rental amount shal be one dolar 
($1 .00) per ICI"e. To be effective, each lnllalshut-in oil or gas royaly must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a driRlng or reworking opera tion In accordance 
with the lease provisions; whichever date Is latesL Such payment shall be made on&-llalf (112) to the Commissioner of the General Land Offoce and one­
half (112) to the owner of the soil. If the shut·in ot1 or gas royaKy Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the tnt day of the month folowlng the month In wihlch 
production ceased, and, after that, if no suHable production facilities or sulable mlll1<et for the oil or g111 exiats, La.see may exlend the lellle for two 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut~n year. 

15. COMPENSATORY ROYALTIES. II, during the period the lease Is kepi In effect by payment of the shut·ln oil or gas royahy, oil or gas Is 
sold and delivered In paying quantKies from a wan located within one thousand (1,000) feet of the leased premis111 and completed In the same producing 
reurvolr, or In any cue In which drainage Is occurring, the right to continue to maintain the lease by paying the ahut-ln ot1 or ges royalty shall cease, but 
the leaee ahall remain effective for the remainder of the year for which the royany hill been paid. The Lessee may maintain the lease for four more 
succeuive years by Lessee pay1ng compensatory royalty at the royalty rate provkled In the lellle of the mlll1<et value of production from the - a causing 
the clrainaoe or wnlch Ia completed in the same producing ra.ervoir and wilhln one thousand (1 ,000) feet of the luted premises. The compensatory 
royahy Is 10 be paid monthly, one-half (112) to the Commissioner of the Gemnl Land Office and one-half ( 112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the on or gas Is produced from the wen 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 royany paid In any 12-rnonth period 
Is an amount leas than the annual shut-In oil or g111 royalty, Lessee shall pay an amount equal to the dllference wlhln thirty (30) days from the end of the 
12-month period. Compenaatory royalty payments wnlch are not timely paid '11111 accrue penalty and Interest In aco:ordance with Paragraph 9 of this 
lease. None of ~ prOIIillons '11111 relieve Lessee of the obligation of reasonable development nor the obligation to dril olfset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commisslone( s WTHten approval, the payment 
of compensatory royaltlee can satisfy the ob rogation to drill olfset wells. 

11. RETAINE.O ACREAGE. Notwlhatanding any provision of this lellle to the contrary, Iller a well producing or capable of producing oil or 
gas hae been completed on the lellled premises, Lessee shall exercile the dllgenc:e of a ra~~~onably prudent operllor In drili ng such additional wei or 
wells as may be reasonably neceuary for the proper d-'<lprnent of the lealed premlaa. and In marlcetlng the produdion thereon. 

(A) VERTICAL In the event this lease Is In force and effect two (2) years alter the expiration date of the primary or elCiended term n shall then 
termin81e as to all of the leased premises, EXCEPT ( 1) 40 acr111 surrounding each ol well capable of producing In paying quant~les and 320 acres 
surrounding each gas well capable d producing In paying quant~les (Including a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well 
upon wnlch Lessee Is then engaged In continuous drilling or reworking operations, or (2) the number of acres Included In a producing pooled un~ 
pursuant to Texaa Nlllural Resource. Code 52.151·52. 154, or (3) such greater or lesser number of .cres as may than be allocated for production 
~- to a proratloo un- for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or Olher governmental authorfty having jurisd iction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable Oeld rules ere changed or the wen or wells located thereon are reclassified so that less acreage Is thereafter allocated to n ld well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to uld wen or wells for production purposes. 
Notwithstanding the termination of this lease es to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egra.a from the lands sua subject to thislellle for all ~es de&cribed In Paragraph 1 hereof, together with eaeements and rights-ell-way for 
existrog roads, existing pipelines and other existing facililiell on, over and across all the lands described In Paragraph 1 hereof ('the retained lands1. for 
access to and from the retained lands and for the gathering or transportation of oil , gas and other minerals produced from the ret11ned lands 
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(B) HORIZONTAl . In the event this lease is in force and effect two (2) years after the expirallon dale of the primary or extended term b shal l 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter 'deeper depths1 1n each well located on acreage retained on 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term lessee pays an amount equal to one-haW ( 112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be In force and effect as to 
such deeper depths, and aaid tenninalion shal be delayed for an additional period of two (2) years and so long the<ealler as oil or gas is produced in 
paying quantities from such deeper deptha covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square w~h lhe well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Offoce. Wrthin 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal deecription of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shaU be filed in the General 
land otroce. accompanied by the filing fee preacriled by the General llwld otroce rules In effect on the date the release is fded. If leuee fails or retus• 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Offoce. then the 
Commissioner at his sole discretion may designate by written 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 lease Is located and In the offoclal records of the General Land Otroce 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 obHgauon 
to protect the oil and 9• under the above-<lescribed land from being drained. Lessee. sublessee, receiver or other agent in control of the leased 
premises shall driN as many wells as the facts may justify and shaU use appropriate means and drUito a deplh necessary to prevent undue drainage of 
oil and gas from the leased premises. In add~ion. if oil and/or gas should be produced In commercial quant~les within 1,000 feet 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~h 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 wkhin 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Only upon the determination of the Commisalone< of the General Land Office and with his written approval may the payment of compensatory royalty 
under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee Is prevented from complying w~h any express or Implied covenant of this lease. 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebell ion, riots, 
strlk•. acta ol God, or any valid order, ru le or regulation of government authorhy, then while so prevented, Lessee's obligation to comply w~h such 
covenant aheM be suspended and ~ee shall not be Kable for dameg• for failure to comply whh such covenants; additionally, this lease shall be 
extended while ~ee is preve<rted, by any such c-e. from conducting driling and rewor1Ung operations or from producing oil or gas from the leased 
prernisea. 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 absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend t~le to the leased premises. If the owner of the soil defaults 
In payments owed on the leased prernisee, then Lessee may redeem the rights of the owner of the soli in the leased premises by paying any mortgage, 
taxes oc other liens on the leased premisea. If Leaaee makea payments on behaW of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rerrtal and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the ent~e undivided surface estate in the above 
described land, whether or not lessee's interest is specified herein, then the royahies and rental herein provided to be paid to the owner of lhe so~ shall 
be paid to him in the proportion which his Interest bears to the enUre undivided surface estate and the royables and rental herein provided to be paid to 
the Commissioner of the General land otroce of the State of Texas ahal be ~kewise proportionately reduced. However. betoce Lessee adjusts the 
royally or rental due to the Commiuioner of the General Land otroce, Lessee or his authorized repr•entative must submlto the Commissioner of the 
General land otroce a wrilten statement which explains the discrepancy~ the intereat purportedly leased under this lease and the actual interest 
owned by the owner of the soU. The Commissioner of the General Land Offoce shan be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and productlon cost anocable to such undivided Interest. However, In no event shall 
the Commissioner of the General land Offoce receive as a royalty on the gross production aUocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross productlon. 

(B) REDUCTION OF PAYMENTS. If, during the primwy term. a portion of the land covered by this lease Is included within the boundaries 
of a pooled un~ that has been approved by the School Land Board and the owner of the soil In accordance w~h Natural Resources Code Sections 
52. 151·52. 1 5~ . or if. at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primwy tenn shaU be 
calculated based upon the number of acr• outside the boundane. of a pooled unit, or, If after the expiration of the primary term, the number of acres 
actuaUy retained and COWJ<ed 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 tanka of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operations without the prior consent of the owner of the soli. 

22. AliTHORIZEO DAMAGES. L.,..ee shaD pay the owner of the soil for damage. caused by its operations to au personal property, 
improvements, l i-tock and crop& on said land. 

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

2A. WELL LOCATION LIMIT. No well shall be drUied nearer than two hundred (200) feel to any house or bam now on said premises ~hout 
the wrklen consent of the owner of the soU. 
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25. POLLl!TION. In developing thi$ area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollullon. Wfthout 
llm~ing the foregoing, pollution of coastal wetlands, natural wa1erways, rivers and Impounded water shall be prevented by the use of containment 
lacil~ies suffcienl to prevent spillage, seepage or ground water contamination. In the event of pollution, Leuee shall use all means at Its disposal to 
r8C31lture a1 escaped hydrocarbons or ocher pollutant and shal be responsible lor al damage to public and private properties. Lessee shall build and 
mar.tain fenca •ound ils slush, s~Mnp, and drainage pils and tank blllteriel so a.s to prOiect livestoclc against toes, damage or inJury; and upon 
CQI'I'C)Ietion or 3lbandonrnenl d any well or wells, Lessee shal f• and leWJI al slush pits and celars and completely clean up the drillng ale d al rubbish 
thereon. Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbish, cans, bOIUes. paper cups or garbage, 
and upon cornplelion o1 operations shan restore the surface of the land to as near Its original condition and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subjed to limh&Uons In this patagraph, Lessee shall have the right to remove machinery and flldures placed 
by Lessee on the leased premises, Including the right to draw and remO\Ie casing, within one hundred twenty (120) days aller the expiration or the 
termination d this 1eae unlau the owner d the soil grants Lessee an extension d this 120-day period. However, Lessee may nOI rem0\!8 casing from 
any weD capable o1 producing oil and gas In paying quantMies. Add•lonatly, Lessee may nOI draw and remO\Ie casing until after thirty (30) days written 
notice to the Commissioner of the General Land Olfce and to the owner of the sol. The owner of the soil shall 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 condMions contained In this paragraph and Paragraph 29 of this lease, the Mghts and estates of either 
party to this tease may be assigned, In whole or In palt, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, lagal 
representatives. successors and a.signs. However, a change or division In ownership d the land, rentals. or royalties wit nOI enlarge the ob6gations of 
Lessee. diminish the rights. privileges and estates of Lessee. Imp a it the effectiveness of 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 royalties shall bind Lessee for any purpoae unW thirty (30) days 
after the owner of the soil (or his heirs, devisees. legal representatives or assigns) furnishes the Lessee with satisfectory written evidence of the change 
in ownership, Including the original recorded munlmenta of tlle (or a certified copy at such original) when the ownership changed ~use of a 
conveyance. A tolal 0<' partial assignment d thia lease ahan, to the extent of the Interest assigned, relieve and diacharge Lessee of al su~equent 
obligations under this tease. If thia lease Ia auigned In its entirety as to only palt at the acreage. the right and option to pay rentaia 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 nol file a certified 
copy of such assignment In the General Land Olfa before the next rental paying date, the enUre lease shan terminate lor failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be •ubjea to al obligallons, lablitiea, and penalties owed to the State by the 
orlginalleesee or any prior assignee of the lease, Including any liabllies to the State lor unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notw~hatanding any provision In Paragraph 27(a). if the owner of the soil acquires this lease in whole or In 
part by assignment without the prior written approval of the Commissioner of the General Land Otrce. this lease Is void as of the time of assignment and 
the agency power of the owner may be lorteHed by the Commissioner. An assignment will be treated as if H were made to the owner of the soil if the 
assignee Is: 

(1) a nominee d the owner of the soil; 
(2) a corporation or subsidiary In which the owner d the soil Ia • principal stockholder or Ia an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner d the soil is a partner or Ia an employee d such a paltnershlp; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soK; 
(6) a fiduciary lor the owner of the soli; Including but not llmHed to a guardian. trustee, executor, administrator, receiver. or conservator for the 
owner of the soil; or 
(7) a family member d the owner of the soil or related to the owner of the soil by mamage, blood, or adoption. 

28. RELEASES. Under the condtions contained In this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases CO\I8ring any portion or porUons of the leased premises, and thereby surrender this tease as 
to such portion or portions. and be relieved of all subsequent obligetlons as to acreage surrendered. If any pllrt of this Ieese Is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was c0\18red by this lease 
immediately prior to such surrender; however, such release wil noc relieve Lessee of any llabiiHiea which may have accrued under lhls lease prior to the 
surrender d such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. II an or any part of this lease Is assigned or released, such assignment or release must be 
recorded in the county where the land is situated, and the recorded Instrument, or a copy of the recorded Instrument certified by the County Cterlt of the 
county in which the instrument Is recorded, must be filed In the General Land Olfce within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is nOI so filed, the rights acquired under this lease shall be subJect to forfeiture 81 the option of the 
Commissioner of the General Land OffiCe. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the abO\Ie-described land have been included In this Instrument. 
Including the statement of lhe true conalderallon to be paid lor the execution of lhls lease and the rights and dulles of the parties. Any colla1eral 
agreements concerning the development of oil and gas from the leased premises which are nol contained in this lease render this lease invalid. 

31. FIDUCIARY DVTY. The owner at the soil owes the State a fiduciary duty and must fuly discloee any facts affecting the State's Interest In 
the leased premises. When the interests d the owner of the soil conllic:t with thoae of the State, the owner d the soil is obligated to put the State's 
Interests before his persooal interests. 

32. FORFEITURE. II Lessee shall fall or refuse to make the payment of any sum wilhln thirty days afler b becomes due, or if Lessee or an 
authorized agenl should knowingly make any Ieise return or false report concerning production or driiUng, or if Lessee shall fall or refuse to drin any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commisslooer of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fai to comply wlh rules and regulations promulgated by the General Land otra. the School 
Land Board. or the Railroad Commission. orlf Leesee should refuse the proper authority eccas to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly faa or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Olfoce a correct log of any weN. or if Lessee shan knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment os not filed in the General Land Offce as required by law, the rights acquired under this lease shan be subject to forfeiture by the 
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Commissioner, and he shall forfe~ same when suffociently informed of the fads which authorize a forfe~ure, and when forfeited the area shall agam be 
subject to tease 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 special lim~ ation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated betore the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Olfoce of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopled relalive h..-eto. 

33. LIEN. In accordance w~h Texas Natural Resources Code 52.136, the State shall have a first lien upon an oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in add~ion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security lnt..-est In aM leased min..-als in and extracted 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 rooures on and improvements to the 
leased premises used In connection w~h the production or processing of such leased minerals in order to secure the payment of aU royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition 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 n te 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 lo acl<nowledge, atlach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-<jescrfbed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commission..- 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 lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or e~her of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agr- thai the inclusion of this provision in this lease satisfies the 
execution requirements staled in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and doscharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, inv~ees, and their respective successors and assigns, of and from an and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not lim~ed to, all losses and 
expenses which are caused by the activities of Lessee, its otrocers, employees, and agents arising out of, incidental to, or resuKing from, the operations 
of or for Lessee on the teased premises hereunder, or thai may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of I his 
Agreement, or by any oth..- negligent or strictly iable act or omission of Lessee. Furth..-. Lessee hereby agrees to be Wable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their ofrocers, employees and agents, their successors or assogns, against any 
and all claims, l i abil~ ies , losses, damages, actions, personal injury (Including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liabil~y. including atlorneys' 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 aH environmental laws; those aris~ng 
from or In any way related to Lauee'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 that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee. ~s directors, otrocers, employees. partners, agents, contractors, subcontractors, guests, Invitees, and the11 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be Uable for, exonerate, Indemnify, defend and 
hold harmless the Stale of Texas and the owner of the soil, their ofrocers, employees, and agents in the same manner provided above in connection wah 
the activities of Lessee, its otriCel'l, employee~ , and agents as deacriled above. EXCEPT AS OTHERWISE EXPRESSLY UMITEO HEREIN, All OF 
THE INOEMNTY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS ANO 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONOITIONS), STRICT LIABIUTY, OR THE 
NEGLIGENCE OF Ap.ff 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 aU reasonable safeguardS to prevent contamination or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or aubsurface 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 perm~ to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensive Environmental Response, Compensation and Llabil~y Act 
(CERCLA), 42 U.S. C. Sections 9601 , et seq.), or toxic substances under any federal. state, or local law or regulation ("Hazardous Materials"), except 
ordinary products c-anmonly used in coonedlon wkh oil and gas explorallon and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOL.O HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
Ap.ff CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABL.E ATIORNEYS' 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 Ap.ff 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 Ap.ff SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF Ap.ff 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 UMITEO TO, LIABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR Ap.ff OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRmEN NOTICE OF At('( 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 At('( REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is iuued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known ,. the Relinquishment Ad. and oth..- applicable alatut5 and amendments thereto, and if any provision in this lease does not conform to these 
statutes, the statutes wiY 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 It Is filed of record In the county records and 
on the General Land Offoc:e 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 shaM 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 premises is locllted. and certified copies thereof must be filed In the General Land 
Office. 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 Office In accordance with Texas Natural Resources Code 52.183. Add~lonally, this lease shall not be binding upon the State unless it 
recites the adual and tNe consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such cenilled copy to the General Land Office. 

40. Rentals In the amount of~ for years two and three of this lease have been prepaid. One half (112) of this amount has been paid to 
the Lessor and one half (112) has been paid to the STATE OF TEXAS Rental for the fourth year in the amount of $ 51 187 50 has not been paid and if 
the founh year rental Is not paid then this lease will expire. One half (112) of the fourth year rental will be paid to the Lessor and one-half ( 112) will be 
paid lo the Stale of Texas Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no add~lonal rentals are 
due under this lease 

41. See "AOOEONOUM TO LEASE" for additional provisions 

Henry J . Hood, Senior Vice President - Land and Legal and GeneraiCounsel 

Chesapeake Operating, Inc., General Partner 

Title: ------- - - ----

Date:---------

STATE OF TEXAS 
James Roben Hill, Individually and as Co-Trustee 

STATE OF TEXAS 
Virginia Glenn Hill Lattimore, Individually and as 

cVrustee~;k( ~ 

2 -Date ; J?]~~. d-Ool 

STAT E OF TEXAS 
Houston & Emma Hill Trust Estate 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF !.iO!r>KJ..lAaJHt:i!O>.~.MAil!IO. ___ _ 

This instrument was acknowledged before me on the Is ft:A..day d ....:......;_~.;;...'-Ar-' 
1111 

STATE OF ~ .:0< 

COUNTY OF ;}1 /~ 
(INDMDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared James Robert H!U IndividuallY and as csttrustee o! the Houston and Emma 

Hill Trust Estate on behalf o( said estate known to me to be the person whose name is subscribed to the foregoing instruments as and acknowledged 

to me that he executed the same for the purposes and consideration therein expressed. 

l>"''~;,;,:;;.:..:;,c;::.;;;..;;.;~a:~~=I:.IIW"'rthis thelo ~ay d ~ 20..Q..l. 
-- '\ ~ • 1\ 0 () : \ -d\.0 Jt&\<jt ~~? 

Notary Publoc in and for ~ \1:f ~~ 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Yimloia G!eoo H~l Llfllmqe lndjyjdualtv and as co-trustee o( the Houston and 

Emma Hjl! Trust Estate on behalf ol said estate known to me to be tho persons whoso 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 d otfoce this the (o tl'day d -':;lloio::....&..U..I...l...O..~Io4V 

o :...&,_ \~. ·~OTARY PUBUC 
#' ~ • ~ SlAT~ OF TEXAS 

-.,.~ o• '(ji' ;' t..'lll '1l b.:J lJ6.27·2009 ' 

·~, ... ~ ... ;~~~--~~-"'--~5 ~ 

r.. ?~~ ... 'UC.t~~ 
STATE OF (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTYOF ~/\~ 
BEFORE ME. the undersigned authority, on this day personally appeared John A Styrskv lndividuaYv and as ccclrustee ol the Houston and Emma Hill 

Trust Estate on behalf o( sajd estate known to me to be the persolll whose names are subscribed to the foregoing Instrument, and acknowledged to me 

that they executed the same for the purposes and consideration therein expressed. 
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ADDENDUM TO LEASE 

Allach~d to u d mad~ 1 part of that certain Oil and Gas Lns~ dat~d January 22, 2007 by and Mtween the STATE OF 
TEXAS. acti•c by .. d tbroagb its aceat, James Ro~rt Hill, Ind ividually, and Co-TrU51ee. Virginia Glenn Hill Lattimore, 
ladividaally, a•d Co-T MIStee. a ad Jolon A. Styrsky, Co-Trustee or the Houston 8Dd Emma Hill T r ust Estate. Owner orthe 
Soil, .. d CbaJr .. t Properties, lac., Less«. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

I. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and 
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled 
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event 
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural 
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet of an existing water well located on the leased premises without Lessor's prior written consent. In the event 
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said 
water well , Lessee will give Lessor a thirty (30) day written notice as to Lessee's intention to plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor's election to take 
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer 

2. 

4. 
5. 

6. 
7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

said water well to Lessor as owners of the surface estate, upon Lessee's execution of a written transfer instrument that 
includes Lessor's agreement to accept the water well 'AS IS' without any warranty and Lessor's agreement to assume all 
rights, responsibilities and liabilities, if any, for the operation and maintmance of said water well, including but not limited to 
plugging of the well in accordance with any regulations of applicable goverrunental agency or agencies. 
Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect. 
Lessee shall notifY Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the leased premises. 
Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor's 
property at the expiration of this lease. 
Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground. 
Lessee may use no more of the surface oflhe leased premises than is reasonably necessary to use for the purpose of which 
this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil. 
Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased 
premises. 
Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notifY 
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 
Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soil, other land, and crops. 
Upon written demand by Owner of the Soil, Lessee shall build and main lain fences around its slush, sump, and drainage pits 
and tank batteries to protect livestoclc against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 
in the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the 
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restor-e the surface to as nearly the stale that it is in at the time of execution of this lease. 
If all or any part of this lease is assigned, released, pooled or- unitized, Lessee agrees to furnish the Owner of the Soil with a 
copy of any such document. 
This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents. contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms of any type upon or aa-oss the herein described premises. 
Weather permitting, Lessee shall remove from the herein desaibed premises any and all structures, equipment and prOperty 
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use 
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner 
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shall at Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources 
Conservation Commission or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surface. 
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16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provis ion 
in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 
the leased premises with no more than one hWldred and eighty ( 180) days between the release of the drilling rig on one well 
and the commencement of actual drill ing operations on a subsequent well (hereinafter referred to as" continuous dri lling"). 
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
If, however, Lessee has filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expirat ion of the 
said 180-day period, all requisite appl ications to drill the neKI well in the continuous drilling program, and Lessee is Wlable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional 
time as may be reasonably necessary to obta in the authorization and thereafter spud the subsequent well. 

17. ln the event that Lessor should own a lesser in terest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amOWlt paid herein for such lost interest 
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THIS AGREEMENT Is made and entered Into this 22"" day of January • 2007, between the State of Texas, acting 

by and through its agent, HiQ Trusts, agent for the MSW Revocable Trust, MichaelS. Waltrip, Trustee, MLH Revocable Trust, Margery L Hanna. Trustee 

and Waltrip Mar~al Trust, Kenneth Waltrip, Trustee and Agent for the State of Texas of 550 Bailey Ayenue SyHe 302 Fort Worth IX 76107 

said agent herein referred to as the owner of the soil (whether one or more). and _ CHESAPEAKE EXPLORATION UMITED PARTNERSHIP, an 
Oklahoma Um~ed partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called Lessee • 

1. GRANTING CLAUSE. For and In consideration of the amounts staled 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 Unes. building tanks, storing oil and building power 
stations. telephone lines and CCher structures thereon, to produce. save, take care of, treat and transport said products of the lease, the fotlowong lands 
snuated In Reeves County, State of Texas, te>wit: 

Block 57. Publlc School Land Surwy 
Section 5: All, except the West 80 acres and the North 245 acres of the East 560 acres of said section, as described in Wwranty Deed from Geo P 
Hill, Independent Executor and Trustee under the W ill of Houston HiU, deceased, et al, to Geo P HiU et al, dated 1011168, of record in Volume 288, 
Page 767, Deed Records of Reeves County, TX 

Containlng, ___ _,3..,1_..5 ___ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas Eleven Thoysand Seyeo Hundred ThirtY and 471100 

Dollars ($ 11 730 47 l 

To the owner of the soU: Eleven Thoysand Seven Hyndred Thirty and 471100 

DoUars (S 11 730 47 l 

TCCal bonus consideration: Twentv Throe Thousand Four Hundred S!m and 941100 

Dollars (S 23 460 94 ) 

The total bonus consideration paid represents a bonus of Three Hundred Twentv five Dollars ($325.00) per acre, on 72 18750105 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of FIVE C 5 l years from 
this date (herein called 'primllf)' term'} and as long thereafter as oil and gas, or &nher 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 pasl 
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1. DElAY RENTALS. If no well Ia commenced on the leased premises on or before one (1) year from lhla data, lhla leue shall terminate, 

...,.... on or befo<e lOCh annlveraary date La- shan pay « tondar to the owner of the son or to his credlt In the Jl11S IS A PAID Up L,EASE· SEE 
PABAGBAPH 40 &nit at ____________ ________ ______ _ 

Or b aua:euora (wlllch shall continue aa the depoeltory regenlleaa of changea In the ownership of aald land), the amount specified below; In addltlon, 

L- shall pay or tendaf to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a rlke sum on 

or before aaid date. Payments under thla paragraph shall operate aa e rental and shan cover the prtvDoge of delorrtng the commencement of a -11 for 

one (1) year from aald date. Payments under thla paragraph ahaU be In the following amounta: 

To the owner of the soii: _________ '7"-------------------
(0ollara $ 

To the State of Texaa-: ----------' 
(Dollars $ _ ________ _, 

Total Delay Rental: '7""-----------,.----- --------------
(Dollars $'- ------,:-:-----' 

In a like manner and upon like paymenta annually, the commencement of ewell may be further deferred lor aucceatlve periods of one (I) year each 
during the primary term. All peymenta or tendera of rental to the owner of the soil may be made by check or sight draft of Leaaee, or any eaalgnee of~ 
lease, end may be delivered on or before the rental pay date. II the bank designated In thla paragraph (or Ita aucceuor benlt) should cease to exist, 
suspend bualneaa, liquidate, leU or be succeeded by another benk, or for any reason leH to reluae to accept rental, Leaaee shaD not be held In defeullor 
lalure to make such paymenta or tendora of rentals until ttwty (30) days alter the awner of the soil shall delver to L-e a proper recordable lnCumenl 
naming another bank a a agent to reoolve such paymenta or tendera . 

4. PRODUCTION ROYAL TIES. Upon production of oil and/0< g11, Lessee agrees to pay or causa to be paid one-hall (112) of the royalty provided lor In 
this Ieese to the Commissioner of the General Lend Offtce of the State of Texas, et Austin, Texas, end one-half (112) olauch royalty to the owner of the 
soU: 

(A) OIL Royalty payable on oil, wlllch Ia dellned •• lnctu<ing aU hY<*'ocarbona produced In • Hquld form at the mouth of the well and a'-o u 
all oondensete, chtillate, and other Aquld hydrocarbons recovered from ol or goa run through • separator or other equipment, •• hereinaflllf proWled, 
shall be !lith part of the groaa production 0< the mat1tet wlue thereof, at the option of the owner of the aol or the ComrniMionar of 1he Goner~~ 
Land Ofllce, such value to be determined by 1) the hlghe.t po.ted price, plus premium, if any, offered or paid for oil, condanuta, dl.tllata, or other liquid 
hydrocarbona, respectively, of a like type and gravity In the Qeneral area where produced and when run, or 2) the hlghe.t martcet price thereof oflored « 
paid In the general area where produced and when run, or 3) the groaa proceeds of the ule thereof, whklhever Ia the greater. Leaaee agr- that before 
any goa produced from the leased premises Ia sold, uaed or processed In a plant, ~ will be run free of coat to the royalty owners tlvough an ado~ oil 
and gas aeparator of conventional type, or other equipment at leaet aa efficient, so that an lquld hydrocarbon• recoverable from the goa by lOCh ,_,. 
will be recovered. The requirement that such gas be run through a aeparator or other equipment may be w.lved, In writing, by the royalty owners I4)0n 

lOCh terms and conditions •• they preactibe. 

(B) NON PROCESSED OAS. Royalty on any gas (Including flared gaa), which Ia deftned aa all hydrocarbona and gaaeoua a<batancea not 
defined ea o~ In aubparagraph (A) above, produced from any wei on seld lend (except aa provided herein with respect to goa proooaaed In a plait b 
the extraction of gasoline, liquid hydrocarbons or other producte) shall be 1/ilh part of the groaa production or the martcet Vlllue thereof, at the 
option of the owner of the soli or the Commlaaklner of the General Land Oftlce, auch value to be baaed on the hlgheat market price paid or oflored lor 
gas of comparable quality in the general area where productd and when run, or the groaa price paid or offered to the producer, wlllchewr Ia the graat.r; 
provided thet the maximum preaaure base In measuring the gas undaf thla leaH shall not at any time exceed 14.65 pounds per oqu11111 Inch abeoklle, 
and the .tandard base temperature shall be sixty (60) dagreea Fahrenheit. correction to be made for preaaure according to Boyle's Law, and lor apecitlc 
gravity according to te.ta made by the Balance Method or by the mo.t approved method of testing being used by the lndu.try et the time of teallng. 

(C) PROCESSED OAS. Royalty on any gaa proceaaed In a gasoHne plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons aha II be 1/ith part of the ruldue gaa and the iquld hydrocarbons extracted or the martcet value thereof, at the option of the owner 
of the .all or the Commissioner of the General Land Ofllce. All royalties due herein shall be baaad on one hundred percent (1 00%) of the total plart 
production of residue gaa attributable to goa produced from thla leaH, and on fifty percent (50%), or thai percent accruing to Le-. whldlever Ia the 
greater, of the total plant production of liquid hydrocarbons atlrlbutable to the gas produced from thla lease; provided that If liquid hydrocarbons are 
recovered from gaa proceaaed In a plant In which Leaaee (or Ita parent, subsidiary or afftlate) owns an lnterelt, then the percentage applicable to lquld 
hydrocarbons shall be fifty percent (~) or the hlghe.t percent accruing to • third party proooaalng gas through such plant under • proooeoing 
agreement negotiated at arm'a length (or If there Ia no ouch third party, the hlghe.t percent then being apeclfled In procaaalng agreernenta or~ In 
the Industry), whichever Ia the greater. The respective royalties on residue g .. and on liquid hydrocarbon• shell be determined by 1) the highHI marbt 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the groaa price paid or offered lor such residue 
gas (or the weighted average groaa selling price for the respective gredea of liquid hydrooerbona), whichever Ia the greater. In no event. however. ahal 
the royaltiea payable under this paragraph be leu than the royalties which would have been due had the gas not been processed. 

.... 

(0) OlliER PRODUCTS. Royalty on carbon black, sulphur or any other producta produced or manufactured from goa (excepting lquld 
hydrocerbona) whath« .. ld goa be 'casinghead, • 'dry,' or any other goa, by frectionadng, burning or any other proceaalng shal be ~ of the on­
production of lOCh producta, « the martcet value thereof, at the optlon of the owner of the aol or the Commlaaloner of the General Land Oftlce, such 
martcet value to be determined as follow8: 1) on the baala of the tighe.t merltet price of each product for the seme month In which lOCh product Ia 
produced, or 2) on the basis of the average groaa sale price of eech product lor the same month In which such producta are produced; whlche- Ia the 
greater. 

5. MINIMUM ROYALTY. During any year alter the expiration of the primary term ollhll lease, If thla leaH Ia maintained by production, the 
royoltiea peld under this leeae in no evert shaA be leas then an amount equal to the total annual delay rental herein provided; otherwise, there ahal be 
due and payable on or before the leat day of the month aucceedlng the amiversery date of thla leaaa a tum equal to the total annual renllll leu the 
amount of royalllea paid during the pr-.llng year. If Paragraph 3 of ttit lease does not specify a delay rental amount, then for the purposes of lhla 
paragraph. the delay rental amount shall be one dollar ($1 .00) per acre . 
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8. 'ROYALTY IN KIND. NolwHhslandlng any other provision In this lease, at any lime 01 from time to time. the owner ol the soil or the 
Commissioner altha General Land Offtee may, at the option ol eHher, upon not less than six1y (60) days notice to the holder of the lease. require that the 
payment ol any royaltiM accruing to such royalty 1:/Nner under this lease be made in kind. The ~:~Hner of the soil's 01 the Commissioner of the General 
Land Office's right to tak.e its royally In kind shal not din in ish 01 negale the owner ol the soirs 01 the Commissioner ol the General Land Office's rights 
or lessee's obligalions, ..nethef express or inplled, under this tease. 

7. NO DEDUCTIONS. Lessee agrees that all roya~les accruing under this lease (Including those paid In kind) shall be wHhout deduction lor 
the cost ol producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and olherwise making the oil, gas and 
other products hereunder ready lor sale or use. Lessee agrees to compute and pay royaltiM on the gross value received, Including any reimbursements 
for~ taxsa and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No roopity ohal be~ on any ga. as m.y repreoent this tease's propo<tionlle sh•e ol any fuel 
used to process gas produced hereunder In any processing plant NolwHhstanding any other provision of this lease, and subject to the wrHten consent ol 
the owner of the soil and the Commissioner ol the General Land Offtee, Lessee may recycle gas lor gas lilt purposes on the leased premises or lor 
injection Into any oil or gas producing loon8tion undeflying the leased premises after the liquid hydrocarbons contained In the gas have been removed. 
no royala ohal be payable on the recycled gas unti l is produced and sold 01 used by Lessee In a manner which entiles the royaJ:y OWil8fS to a 
royrll:y under this lease. 

8. ROYALTY PAYMENTS AND REPORTS. All royahies nollaken In kind shall be paid to the Commissioner of the General Land Offtee at 
Austin, Texas, In the folloo.ving manner: 

Payment o1 royally on production o1 oil and ges a hall be es provided In the roles eel fotlh In the T axas Register. Rules currently provide that royally on oil 
is due and must be r~ In the General Land Office on or bet ore the 5th day ol the second month succeeding the month ol production. and royally 
on gas is due and must be recm-1 In the Genetal Land Office on or betore the 15th day rllhe oecond month succeeding the month ol production, 
accompanied by the affidavit ollhe~:~Hner, manager or other authorized agent. completed In l he l orm and manner prescribed by the General Land Offtee 
and sh~:~Hing the gross amount and disposhion ol all oil and gas produced and the mar!(et value of the oil and gas, together with a copy a all documents. 
records or reports conftrming the gross production, disposKion and mllfket value Including gas meter reed~, pipettne receipls, gas line receipts and 
other checks or memoranda ol amount prodoced and put into pipelines, tanks, or poolS and gaa Wnes or gas storage. and any olher reports or records 
which the~ Land Olfooe may require to -ly the grosa production, dilpostion and market value. In all cases the authorly ol a manager or agent 
to act f01the Lane t.-ein mtl8t be filed in the General Land Office. Each royalty payment 1hall be accompanied by 1 check llub, schedute, summary 
or other rernH1ance advice showing by the assigned General Land Office lease numbll< the amount ol royalty being paid on each lease. If Lessee pays 
his roydy on or before thirty (30) days after the royally payment was due, then Lessee 1:/Nes a penalty ol 5% on the royalty Of $25.00, whichever Is 
gte8ter. A royalty payment which Is rMif thirty (30) days late sllall accrue a penalty ol 10% rllhe royalty due or $25.00 whicheYer Is greater. In addnlon 
to a penaly. royalties shal accrue Interest at a rate ol 12% per year; 1uch Interest wil begin to accrue when the royally II sbdy (60) days rMifdue . 
Alfidavits and suppclffug documenll which are not filed when due shall incur a penalty In an amount set by the ~ Land Olfooe administraliYe rule 
which II elfectNe on the date when the alfidi!Vb or .upport1ng docul'r** were due. The L .. ee ohal bew al responoibilly lor p.ylng or causing 
royalies to be paid as prescribed by the due date provided herein. Payment a/the delinquency penalty shall In no way operate to prohibit the Stale's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originany due. The above penalty provisions shall not apply In 
cases oiiKie dispute as to the State's portion ol the royally or to that potlion ol the royalty in dispute as to fair market value . 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumilh the Commissioner ol the General Land Office 
with its 00.1 poaaible eetimate ol ol and gas res8fVIBS underlying this lease or allocable to thillease and shall furnish said Commissioner with copies ol 
al contracts under which ges Is sold or proceesed and aH subeequent agr8M!ents and -ldmenls to 1uch contracts within thirty ( 30) days after 
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Olftee shall be 
held in confidence by the General Land OffiCe unlees otherwise authorized by Lessee. All olher contracts and records pertaining to the production. 
tr-portalion, sale and marketing ol the oil and gas produced on saki premises, Including the books and accounts, receipts and discharges ol all wells, 
lallal. poolS, melero, and pipelines shall at a1 times be aulljed to lnapedion and examination by the Commissioner of the General Land OlfJCe. the 
Allomey Gen«al, the Governor, or the representa!Mt ol any ol them. 

(B) PE.RMITS, DRILLING RECORDS. Written notice o1 an operations on this tease shaU be submhted to the Commissioner ol the General 
Land OffiCe by Lessee or operator frve (5) days before spud date, workover, re-entry, temporary abandonment Of plug and abandonment ol any well or 
wefts. Such written notice to the General Land Offoce shall Include copies ol Railroad Commission forms lor application to drHI. Copies ol well tests. 
compleCion reports and plugging repo111 shal be supplied to the G--..1 Land Office althe tJme they are filed with the T- Railroad Commission. AI 
appicationa, permb, reports or other filinge that reference lhillease or any specific wei on the leaaed premises and thlll •e submitted to the Texas 
Railroad Commission 01 rry other gowemnl8rUIIIQ&IlCY lhalf include the word "State' In the tile. Addllonaly, in accordllllC8 with Railroad Commission 
rules, any slgnage on the leased premises lor the purpose olldenUiying welts, tank batteries or other associated inprovements to the land must also 
include the word "State.' Lessee shall supply the General Land Office with any recorda, memoranda, accounts. reports, cuttings and cores, or olher 
lnformllion relative to the operation o1 the abo\oe-deecribed premise~, which may be r~ted by the General Land Olfoce, In addition to those h81'ein 
exprasly provided for. L.eo.aee shal have an eledrical and/or radioaciMty sur.ey made on the bortH!ole section, from the base ol the surface casing to 
the total deplh ol wei, ol all welll driled on the abo\19 descttled prerniles and shal transm• a true copy ol the log ol each surwy on each wei to the 
Gen«al Land Office within~ (15) daya Iller the making rluid I LIM!)'. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever repotls, documents or other materials ere not flied In the General l and Offtee when 
due. The penalty lor late filing shall be set by the General Land Offoce administrative ro le which Is effective on the dale when the materials were due In 
tile General Land Otnce. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PJWIARY TERM. If, during the primlW)' term hereol and prior to d~ and 
production ol oi or gaa on aald land, Leuee should dril a dry hole or holes lhe<eon. or l during the primlW)' term t.-ecl and after the c!iscoll8ry and 
actual production ol ol or gas from the INied prerniMie such production therecl ohouk! ceae from any ~e. lhil Ieese ehal not l erminlte l on or 
before the explrllllon ol ebcly (60) days from dlle ol completion ol uld dry hole or cesaaUon ol production Leseee commences addiUonal drUIIng or 
r-orl<Jng operlltions thereon. or pays or tendero the next annual delay rental In the same manner ae provided In this lease. II, during the last year ol lhe 
primary term or Mhln sixty (60) days prior thereto, 1 dry hole be compleled and abandoned, or the production ol oil or gas should cease for any cause, 
Lessee's rights shal remain In lull force and effect without luftl>er operations until the expiration ol the primary term; and if Lessee has not resumed 
production In paying ~-- It the mcplrltion ol the primary term. U.see may maintain lhil lease by conducting additional drilling or rewOfldng 
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opefations 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 or any subcequent well drilled on the above described land be completed as a shut-In oil or gas well within the primary term hereof, Lessee mey 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date fottowing the eJCpiration of sixty (60) 
~ from the dale of completion of such ahiA-in oi or gas well and upon the faiiUfe to make such payment, this leae shallpso facto terminale. If al the 
~ of the primary term a any time thereafter a shul-in oi or gas well ia ~ed on the leased premlaa, payments m~ be made in accordance 
will! the.,..., prowillons hetool. 

12. DRILLING AND R.EWORKING AT EXPJRAT10 .. OF PRIMARY TERM. If, al the expiration of the primary term, neither ool na gas Is betng 
produced on said land, but Lessee Is then engaged In driling or reworl<lng operations thereon. this lease shall remain In face so long as ope<atlona on 
said well a fat drilling at reworl<lng of arty additional wells •e prosecuted In good faith and In wor1tmanlike manner withOut lnlerrupllons totaling more 
than silc!y (60) d~ during any one such operalion, and r they reaulln the production d oil andla gas, so long thereafter • al andla gas is produced 
In paying quantitiee from uld 18fld, at payment d aiM-in oi at gas wet royattiee or compensalaty royalties Ia made • provided In this teeM. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oH or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate W Lessee commences addillonal drilling at reworking 
operations within sixty (60) days after such cessation, and this lease shall remain In full force 8fld effect for so long as such operations continue In good 
faith and in woncmanWke manner without interrupllon. totaWng more than slxly (60) d~. If such driling a reworl<ing ope<ationa result In the production 
of oi .,.. gas, the leale shall remain In full face and affect for so long as oi at gas la produced from the leased premlaes In paying quanllliee Of' p~ent 
of shut-in oil or ga. well royatte or payment d compenaalaty royaties Ia made as provided herein at • provided by 18w. If the drltlng a rewotldng 
operations resun In the completion of a well as a dry hole, the lease will not termlnete W the Lessee c«nmences additional drilling at reworking 
operations within sixty (60) daya after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking ope<alions In good faith and In a workmanlike m-withOut lnlerruptions totaling more than sixty (60) days. Lessee stlall giYe written notlce 
to the General Land Office within thirty (30) d~ of any c:euallon of prodoctlon • 

14. SHUT..fN ROYALTIES. Fat purpoeee oflhil P•811f11Ph, "-...etr ,_,.wry wet th81 h• been -lgned a ...... number by the 1tate agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a leaae that, until being shut In, was being 
maintained In force and effect, a wen capable of producing oil or gas In paying quant~les Ia located on the leased premises, but oil or gas Ia not being 
produced fat lack oftuitable production fiiCHities Of lack ol a suMible marltet, then Lessee may pay as a shut-In oH at gas royalty an amount equal to 
dOI.ble the annual rental provided In the laMe, but not leu than $1.200 a year fa each welt capable ol producing ell or gas In paying quantkiee. If 
Paragraph 3 of thla ,_. doee not apecify a delay rental lrTIOUfrt. then for the purpoae1 of thla pa-agraph, the delay rental amount shall be one dola­
($1.00) per acre. To be affectMt, MCh inml ~oil or gas royalty mull be paid on or belate: ( 1) the eoopirltlon of the primary term, (2) 60 ~ Iller 
the Lessee ceases to produce ell at gas from the leased premises, or (3) 60 daya after Leuee completes a drl ing at reworidng operation In ac:cordance 
with the lease provisions; whichever date Is latesL Such payment ahaR be made on&-nalf ( 112) to the Commissioner of the General Land Oft"oce and OM­

half (112) to the owner of the soi. If the shut-In oi or gas roya'ky Is paid, the Ieese shall be c0011dered to be a producing Ieese and the payment shall 
exl.end the term of the lease fa a period of one year fran the end of the prlm81'f term, a from the lim day of the month following the month In which 
production ceaed, and, after that. r no suitable prodoction faclitiea a subble mnet fa the oil Of gas exl.lts, Leasee m~ exl.end the lease fa two 
more~ periods of one (1) )'88< by paying the •-amount NCh .,_on or belate the eopirallon of NCh •hut-in )'88<. 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept In effect by payment ol the shut-In oil or gas royalty, oil or gas Is 
sold and delivered In paying quant~ies from a well located w~hln one thousend (1,000) feet of the leased premises and completed In the aame producing 
reservoif, at in rry case In which drainage Is occurring, the right to continue to maintain the lease by paying the shut-In oil at gas royalty shall cease, but 
the laMe shall remain affecthle fat the remainder of the year fat which the royally hM been paid. The Leuee m~ maintain the lease f« four more 
aucc:aaNe years by Leuee paying compenaatay royriky a1 the royalty rale provided In the leale of the matket value of prodl.dion fran the ..,.... ca..lng 
the draiMge or wtrictl II~ in the •- producing r--.oif ~within one thouland (1,000) feet of the te.ed pr~. The compena81aty 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and on&-nalf (112) to the owner of the soi, beginning on at 

before the tat day of the month following the month in which the oi Of gas Ia produced from the - • causing the chlnage or that Ia completed In the 
-producing reeervoif and localed within one thousand (1,000) feet of the lctated premises. If the c:ornpen.alaty roya'ky paid In arty 12-<nonth period 
la an amount leu than the annual shut-In oi or gas royalty, Leuee shalt pay an amount equal to the difference within thhy (30) daya from the end of the 
12~ period. Compenaalaty rDY*f payments which •• not timely paid wll ac:aue penalty end Int-I In acc«dance will P.agraph 9 of this 
te.e. None of '-prowillons wit reieote laMe of the ~Jon of r-on.ble development nor the cdgatlon to drll offset wells • provided In 
Texas Natural R•ources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensalaty royattiee can satisfy the obligation to dtltt offset wells. 

11. RETAINED ACREAGE. Nolwihatanding any provision of thla leale to the contrary, after a welt producing 0t capable of producing oi or 
gas has been CCJmllleled on the leased premlaa, L-shall exerciM the digence of a reMonably prudent operalor In drlting 1uch addition<~~ ..,.... or 
we1i1 as m.y be ,_onably necM~ary fat the proper deweioplo181~ ol the leeed premilee end In mar1leling the producllon thereon. 

(A) VERTICAL In the event this lease Is in fatee and effect two (2) years after the expiration date of the primary at extended term n shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produclng in paying quantities and 320 acres 
surrounding eech gas welt capable of producing In paying quan!Hies (including a shut-In oil Of gas wet! as provided In Paragraph 14 hereof), at a well 
upon which '-- is then engaged In continuous driiWng at reworking operations, Of (2) the number of acr• Included In a produclng pooled un~ 
pu-suant to T- Nai1Kal R•oun:a Code 52.151-62. 154, or (3) auch greater Of le&ser number of acres as may then be alocaed fat producllon 
PI'POIS to a pr«llllon unit fa eech such producing wet under the rules and regulations d the Railroad CommiHlon ol Texas, or wry succeasa 
agency, or other governmental authority having jurisdiction. If 81 any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said weU or wells fat 

production pufpOISes, this Ieese shall thereupon termlnale as to all acreage not thereafter allocated to said well a wells for prodoctlon purposes. 
Notwitlwtanding the terminallon of thla lease as to a portion of the lands COYered hereby, Leuee ahal ~continue to have the right of Ingress 
to and eor- from the Ianda atl subject to this te.e fat all purpoe• daaaibed In Pwagraph 1 herool, together with -- and righll-d-way for 
~ roecb, ~ pipelinee end oilier emting fac:li6ee on, a<tet ~ acron all the Iandi deeeribed in Paragrl!ph 1 herool ("the retaned lands"), fat 

access to ~ from the retained land5 and fat the galhering or lrlfllportatlon of oil, gilt and other minerals produced from the retained t.nds. 
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(B) HORIZONTAL In the evenl thi3 lease i3 In force and effect two (2) years after the expiration date ol the primary or extended term H shall 
further tenninate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths1 in each well located on acreage retained In 
Pat89faph 16 (A) above, unless on or belate two (2) years lifter the primary or ext~ term Lessee pays an amount equal to one-haK (112) af the 
bonus originally paid as consideration for this lease (a 1pecified on page 1 hereol). tf such amoontls paid, thilleate 1hall be In f0t'C8 and elfect as to 
1uch deep« depths, aid &aid termination ahal be delayed for an additional period ol two (2) years and so long thereafter as oil or gas is produced in 
paying quantitiee from such deep« de¢ls covered by this leae. 

(C) IDENTIFICATION AND FILING. The surface acreage reta ined hereunder as lo each well shall, as nearly as practical, be In the fatm ol a 
square with lhe well located in the center lhereof, or such other shape as may be approved by the Commiu loner ollhe General Land Offtee. Within 
lhirty (30) days lifter partial termination o1 this lease at prOYided herein, Lessee shall execute and record a release or releases conlainlng a satisfactory 
legal deKriptlon olthe aaeage and/or depths nd relained hereonder. The recotded release, or a certified copy ol same, 1hal be filed In the General 
Land Oflioe. accompanied by the filing fee presalled by the Gerwal Land otroce rules In elfecl on the dale the releae Is filed. tf La&aee faill or ret uses 
to eotecute and reccwd such releae or r-..ee within ninety (90) dayw after bei'lg requeeted to do ao by the General Land otroce, lhen the 
Commissioner at hb sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
instrument a1 Le&see'a expense in lhe county or counties where the lease is located and in lhe offiCial recorda ol the General Land Offoce and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltiell paid, or to be paid, under this lease shall reie-.e Lessee ol his obligation 
to prdecl the oil and gas under the abow-desctibed land from being drained. Leuee. suble5see, r~ or other agent in conttol ol the leased 
premisee sllal drill as many well as the factt may )ultify and thai uae appropriate ~ and dl'illto a delllh neteiSllfY to prevent undue di'Hiage ol 
oil and gas from the leased premises. In addition, W oil and/or gas should be produced in commercial quan!Hies wllhln 1,000 feel ol the leased premises, 
or In any case where the leased premises is being drained by production ol oil or gas, the Lessee, sublessee. receiver or other agent In conlrol ol the 
leased premises shall in good faith begin the driHing o1 a well or wells upon the leased premises within 100 days llfte< the draining well Ot wells or !he 
well or wells completed within 1,000 feet d the leased premises start producing In commercial quantllea and shall pr01ecute such driling with diligence. 
Only upon the determination ol the Commissioner ol the General Land Office and with his wrtten approval may lhe paymenl ol compensatory royalty 
under applicable statutory parameteno salilfy the obligation to drill an olfMI well or wellS required under this pa-agraph • 

18. FORCE MAJEURE. If, after • good faith effor1, Lessee Ia prevented from complying with any express or Implied covonanl ol this lease, 
from conducting driUing operations on the leased premises. or from producing oil or gas from the leased premises by reason ol war, rebellion, riots. 
strikes, ec1s ol God, or any valid order. rule or regulation ol government authority, then while so pr8'18rlled, Lessee's obligation to comply w~h such 
~ant shal be suspended and La&aee shal nd be iable for damagea for failure to comply with such ~ants; addtionally, lhll lease ahall be 
axleoded wtoie L.euee is pr_,.ed, by any such C8UI8, from conducting driling and raworldng operationa or from producing oil or gaa from the leased 
pr~. ~. nollling in lhil pwagrapll.n.ll auapend the paymenl d delay rentala In order to mllinllin lhllleae In etfecl during the primary term 
In the absence olsuch driiUng or reworking operations or production ol oU or gaa . 

1i. WARRANTY CLAUS£. The owner d the soil warranu and 89'- lo defend t~le to the leased premises. If the owner d the soil defautls 
in p~ts <-' on the te.ed pr.,._, then L .. ee may redeem the rights ol the awn« d the 1oll In the te.ed pram'"- by paying any mor1gage, 
lax8l or other lierw on the te.ed pnwniHa. tf L.aaee maltee payments on behalf d the owner d the soil under this paragraph, La&aee may recover the 
cost ol thse payments from the rental and royalies doe the awn« ol the soil . 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner ol the aoil owns leaa than the enlire undivided surface estale in lhe above 
described land, whether or not Lessee's Interest Is specifled herein, then the royaHies and renlal herein provided to be paid lo lhe owner ol the soil shall 
be paid lo him In the proportlon which his Interest bears to the entire undivided surface estate and the royalties and renlal herein provided to be paid to 
the Commissioner ol the General Land otroce d the State ol Texas ahal be likewise propoltionately reduced. H~. belore Leeaee adjusts the 
royall.y or rental due 10 the Commiuioner ol the General Land Oflioe, Leuee or hil authorized repreaentalive muat aubmit to the Commissioner ol the 
General Land Oflioe • wrilen st8lemenl which explain8 the diecrepat~Cy ~ the intereal purportedly leaed under lhll te.e and the actual intereet 
owned by the owner olthe soU. The Commlsaloner ol the General Land Office shall be paid the value ol the whole production allocable to any undivided 
inlerest not covered by a lease, leas the proportionate development and production cost allocable 10 such undivided Interest However. In no e-.enl shall 
the CornmiHioner olthe General Land Office receive • • royally on the gross production allocable lo the undivided Interest not leased an amount less 
!han the value ol one-<~ixt-.th (1/16) olauch gtOII production. 

(Bt REDUCTION Of PAYM£HTS. If, during the prirn1ry term, a portion d the land cowered by thia leae is included within the boundaries 
ol a pooled un~ that has been approved by the School Land Board and the owner ol the soil In accordance with Natural Resources Code Sections 
52.151-52.15-4, or if. at any time after the expiration ol the primary tenn or the extended term. !his lease covera a lesser number ol acres lhan !he tolal 
amount detctibed herein, payments that ate made on a per acre bula hereunder shaH be reduced according lo the number ol acres pooled, released, 
aurrendered, or Dlherwiae .-ad, ao that payments determined on a per acre bail under the Ierma ol this leaae during the primary term ahal be 
calculated baaed upon the number d act• OO.Uide the boundaries ol a pooled unit, or, l after the expiration d lhe primary term. the number ol acres 
actually retained and ~ed by this leae. 

21. USE OF WATER. Lessee ahall have the right to use waler produced on said land necessary for operallona under this lease excepl water 
from wells or tanks ol the owner ol the soil; provided, howe-.er, Lessee shall not use potable water or water suHable for livestock or Irrigation purposes 
for waterflood operations without the prior consent ol the owner d the 1011. 

22.. AUTHORIZED DAMAGES. L.aaee ahal pay the owner ol the aoll for damagea caused by ita operationa to al personal property, 
Improvements, !Nstoclt and aope on uid land. 

23. PIPELINE DEPTH. When requested by the owner ol the soil, Lessee shall bury its pipetines below plow deplh. 

2.4. W ELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
!he' written· consenl d the owner oil he soU. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree ol care and aD proper safeguards lo prevent pollution. W•hout 
fimili'lg the foregolrig , pollution o1 coastal wetlands, natural waterways, rivera and Impounded water shall be prevented by the use ol containment 
f8ci1ties sull'!cienl to prevent spillage, seep8ge or ground -er contaminlllion. In the _, ol pollution, Lessee shall use aH means at its disposal to 
,.,..,..... .. ~ hydrocarbons or other po1u1an1 and shall be reaponalble for al damage to publ'oc and private properta. L.euee shall buid and 
ma1rta1n ,_ ..-ound its slwh, sump, and chinage pits and Ia'* baUeriea so • to protecl t..lock egairwt lou, damage or lnjUf)': and upon 
~or .,.ldol.,oenl d .ry well or well ,~ IMI M and lew!! .. tltah pill and cebrs and complelely ~~the drilling sled al rubbish 
thereon. Lessee shall, while conducting operations on the teased premises, keep said premises free ol all rubbish, cans, botUes, paper cups or galbege, 
and upon completion d operations shaD restore the surface d the land to as near Its original con<frtion and contours as Is praclicable. Tanks and 
equipment wHt be kept painted and presentable. 

28.. REMOVAL OF EQUIPMENT. Subjec1 to imlatlons In this pa-agraph, L.euee shall hlMithe righl to rtlfiiO'I8 machinery and filet..-. placed 
b)' Leuee on the lealed premises, including the right to dr- and r1WTKMI calng, within one hundred '-lly (120) days after the expiration or the 
termiMtion d lhle ._. un1ea the - d the eol grlntllMsee 111 ~ ollhle 1~1)' pellod. How!Mw, I.AIMe ml)' not riiii'IOWe caing from 
any wen capable d producing oil and gas In paying quant~les. Add~ionatly, Lessee may not draw and remove casing until after thirty (30) days ~ten 
notice to the Commissioner d the General Land Office and to the owner d the soil. Tho owner d the soli shall become the owner d any machinery, 
fixtures, or casing which are not timely remoYed by Lessee under the fetms d tills pwagraph. 

7:1. (A) ASSIGPWENTS. Under the condillonl cootalned In thla pwagf8ph and Panagraph 29 d thla loeae, the rlgf1la and estates d either 
party to this lease may be .aigned, in whole or in p;rt, and the prOYiliona d fhil lease shal extend to and be bindi'lg upon their hen, .,....._, legal 
repr-~. ~UCCeHcn and a~Sigfw. How!Mw, a c:Mftge or dMilon in ~ d the lend, rent•. or rCJy811ioe wil not enllrge the obligallonl d 
Lessee, diminish the rights, privileges and estates d Lessee, Impair the otfecllveness d any payment made by Lessee or Impair the otfecllveness d any 
act performed by Lessee. And no change or division In ownership d the land, rentals, or royaltlea shall bind Leaaee for any purpose until thirty (30) days 
after the owner d the aoil (or hlo hen, deW-. legal representatives or SH!gns) lurnlshel the Leesee with utilfldory Ylftien IWidence ollhe chango 
In ownerahlp, Including the orlginal rec:orded munlmenla d tit.'e (or a certified copy ol auch original) when the ownerahlp changed becai.M d a 
conwyance. A total or partial aalgnment ol INa tease shal, to the extent ol the Interest aalgned, r1llie¥e and discharge Leuee d al sul»eqoont 
obtig~ under thill Ieee. If INa Ieese Ia -lgned In its entirety • to only pw1 d the acreege, the right and option to p.y rent* ahall be apportioued 
as between the sevorel owners ratably, according to the area ol each, and failure by one or more ol them to pay his shared the rental shall not affect 
this lease on the pall d the land upon which pro rata rentals are timely paid or tendered; however, n the assignor or assignee does not file a certified 
copy d such atSignment In lhe General Land Office before the next rental paying dille, the entire lease shalltermirlllle for fliture to pay the entire rental 
due under P•agraph 3. E~ aalgnee shllll auc::c.-l to all righls and be subject to al obligationa, lablltiea, and pena!t* owed to the StMe by the 
orlginallenee or .ry prior 8ISigMe d the feMe, including .ry liabiliiea to the Sl.8le lor u,.,.od royalliea . 

(B) ASSIGNMENT U MITATION. Nolw~hstanding any provision In P~tagraph 27(a), W the owner d the soil acquires thillease in whole or In 
part by assignment without the prior written approval d the Commissioner d the General Land Offoce, this laaao Ia void aa d tho limo d assignment and 
the agency power ollhe owner may be foffe~ed by the Commissioner. An aaalgnment win be treated as W ~ were made to tho owner d the soil W the 
assignee Is: 

(1) a nominee olthe owner olthe soil; 
(2) a corporallon or atmeldiary In which the - d the soil it a principal at~ or Ia an employee olsuch a corporation or stmeldialy. 
(3) a ~hip in which the- d the toll Ia a partner or ia ., empioy'lle d IIUCh • partnership; 
(41) a principal stockholder or employee ol the corporation which Is the owner d the soli; 
(5) a partner or employee in a paltnershlp which Is the owner d the soli; 
(6) a fiduciary for the owner d the soil; Including but not llm~ed to a guardian, trustee, executor, administrator, receiver, or conservator lor the 
owner ol the soil; or 
(7) a family member d the owner d the aoll or related to the owner d the soil by manlage, blood, or adoption. 

211. REI E4SES. Undet the conditions contained In this !*&graph and Pwagraph 29, ~ may 81 ll'l'f time lldCule and .,._ to the 
owner d the aoil and placed record a release or releases COIIering any por1lon or portions d the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved d all subsequent obligations as to acreage surrendered. II any part ol this lease Is properly surrendered, tho 
delay rental due under this Ieese shall be reduced by the proportion that the sunendered .:reege bears to the acreage which was cCMlfed by this tease 
~ely prior to auch surrender; ~. such relealo ...,. not retielle Leuee d ll'l'f llablltiea which may hlMI accrued under this Ieaiie prior to the 
surrender d auc:h -=roege. 

28. FlUNG OF ASSIGNM ENTS AND RELEASES. If aa or any part ol this lease Is assigned or released, such assignment or release must be 
recorded In the county where the land Ia s~uated, and the recorded Instrument or a copy ol the recorded Instrument certified by the County Clenc ol the 
county In wtrich the Instrument Is recorded, must be flied In the General Lll'ld Office w~hln 90 days ol the lest execution dale accanpenied by the 
prescribed Mng lee. If .ry auch asaignment Ia not so tied, the rights acqlkod under INa tease ahlll be sttJject to forfeit...., at the option d the 
canm~ r:1 111e GenerW lJind Ol'llce. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease d the aboYe-descriled land have been Included In this instrument, 
Including the st•ement d the true consideration to be paid for the execution d this lease and the rights and dutt. o1 the parties. Any collateral 
89'_,_ concerning the ~ot d oil and gas from the leesed premises wtolch ere not contained In this lease render this tease Invalid. 

31. FIDUCIARY DIJTY. The owner ~ the soil ~ the State a fiduciary duty and must fuly diack»e any feels otfecli'lg the State's intetest in 
the lea&ed prerne.. Wl*l the Interests ol the owner d the soil conflid ~ thoae d the SIMo, the owner d the sol Ia obligated to put the State's 
lntereetl before ,. penonallnleresb. 

l2. FORFEITURE. If Lessee shall fai or retuse to make the payment ol any sum within thirty days lifter k becomes duo, or ~ Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or driling, or If Lessee shal fail or retuse to dril any 
offset wei or ....,.. In good faith a required by lew and the rules and regufallons adopted by the Commissioner d the General Land Offoce, or if Lessee 
should fail to lie reports In the manner required by law or fai to comply ~ rules and regiAallona promulgated by the General land Of!ice, the School 
Land Board. or the Rwoad Commission, or l L.euee should retuae the proper authorty acceu to the records pertalni'lg to operations, or l Leasee or 
., authorized agenl aftould f<noo,o;ngly fail or rett.e to give correcl information to the proper Mllhorily, or knowingly f-" or rett.e to ft.ornmo the ~al 
Land otroce a correcl log d any weA, or if Lessee sha• knowingly viOlate any ollhe material provisions ol this lease, or if this lease is assigned and the 
assignment Is not flied In the General Land Offoce as required by 1- . the right• acquired under this lease shall be subjec1 to lorleiluro by tho 

.... 
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Commissioner, and he shall forte~ same when sufficiently Informed of the facts which authorize a forte~ure, and when forteited 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 terminat ion of this 
lease by operation of law or by reason o1 Mrf speclallim~atlon arising hereunder. Forteitures may be set aside and this lease and all rights thereunder 
rainmled before the righls cl anolll« int~ upon aalilfadory evidence to the Commissioner clthe Genefal Land OffiCe cl future compliance wlh 
the pr<Maions olthe ,_ and of thille8M and the ru1ee and r~ that may be adopled relat.e hereto. 

33. UEN. In accordance wKh Texas Natural Resourcee Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment ol all unpaid royalty and other auma of money that may become due under this lease. By acceptance of 
this lease, Lessee g1ants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
expreu contractual lien on and securly Interest In al leased minerals In and 8ldracted from the leased premises, all proc:Mda which may accrue to 
Lessee from the sale clsuch leased miner,., whether such pr~s are held by Lessee or by a th ird party, and all fodures on and lmpr~ to the 
leased premises used in connection with the production or procasing cl 1uch leased minerall in order to lecllfe the payment cl al royallies or Cl4tler 
amounts due or to become due under this lease and to secure payment ol any damages or loss that Lessor may suffer by reason of Lessee's breach ol 
any covenant or condition of this lease, whether express or Implied. This lien and security Interest may be forec losed whh or without court proceedings in 
the manner provided In the Tille 1, Chap. 9 olthe Texas Business and Commerce Code. Lessee agreee that the Commlssloner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represeots that there 
are no prior' or superior liens ari51ng from and relating to Lessee's adMties upon the above-described property or from Lessee's aoquisltion cl this lease. 
Should the Commissioner at any lime determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
llere!n. 

34. POOUNG. Lessee is hereby granted the right to pool or unK!ze the royalty Interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production ol cJ or gas or ehher ol them upon the same Ianna as shalt be approved 
by the School Land Boafd and the Commissioner olthe General Land OffiCe lor the pooling or unitizing olthe Interest ol the State under this lease 
pursuant toT- Natural ResOIJI'CBI Code 52.151-62.154. The owner cllhe soil agr- that the inclusion ol this pr!Miion in thillease satisfoea the 
execution requir~ staed in Texaa Naural Resource~~ Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their olfocars, employees, panners, 
agents, contractors, subcontractors, guests, invftees, and their respective successors and assigns, ol and from ag and any actions and causes cl action 
ol every Miura, or other harm, including environmenlal harm, lor which recovery ol damages Is sought, Including, but not lim~ed to, aH losses and 
8llp80Ses which are caused by the activities cl Leaaee, ils otficers, employees, and agents arising out cl, Incidental to, or resu• ing from, the operations 
d or for Lessee on the leased premia• hereunder, or that may arile out cl or be occasioned by Lessee's breach ol any olthe terms or pr<Maions d this 
Agreement, or by rry other negligent or strictly &able .:1 or omieaion cl Lenee. Further, Lessee hereby ag1- to be liable for, exone<ate, indemnify, 
defend and hold harmless the State ol Texas and the owner ol the soil , their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilhies, losses, damages, actions, personal injury (Including death), costs and expenses, or olher harm for which recovery d damages 
Is sought, under any theory Including tot1, contract, or strict Habllhy, Including attorneys' Ieee and other legal expenses, Including those related to 
environmental hazasds, on the leased premises or In any way related to Lessee's failure to comply wMh any and al environmental laws; tllose arising 
from or In any -..y related to Lessee's operations or any Cl4tler ol Lessee's activitiea on the leased premises; those ariling from Lessee'a use o1 the 
..m-of the !erased premitee; and lhoee that miJ'f .noe out of or be occaoioned by l.Maee's breech of Mry of the term. or provisions olthio Allf_,_l 
or any other act or omission ol Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, lnviteee, and their 
respective successors and assigns. Each assignee ol this Agreement, or an Interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmlees the State ol T- and the ow- of the soil, their officers, employeee, and agents In the same marmer provided above in connection with 
the activiiJes ol Lessee, Is officers, employees, and agents • descriMid above. EXCEPT AS OTHERWISE EXPRESSLY LMITED HEREIN, ALL OF 
THE INOEIIINJTY 08UGAT10HS ANDIOR UABLJTIES ASSUIIIED UNDER lltE TEUIIS OF THIS AGREEMENT SHALL BE WITHOUT L.MfTS AND 
wrntOtiT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUOIHG PRE-EXISTING CONOITIOHS), STRICT UAIIIUTY, 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. 

341. EHVIRONIIEHT Al HAZARDS. Lessee shall use the highest degree ol care and al reasonable aaleguatda to prevent contamination or 
pollution ol any environmental medium, Including soi~ surface waters, groundwater, aediments, and sllfface or aut:.urface strata, ambient air or any 
other environmental medium in, on, or t.Wider, the leased premillee, by rry -te. poHut¥11. or corumin...t. Lenee •h .. not bring at permllto remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the tenn "Hazardous Substance· Is defined In the Comprehensive Environmental Response, Compensation and Uabil~ Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, stale, or local law or regulation ("Hazardous Materials"), except 
onlinary products ccrnmonly used in connection with oil and g• explorollon and developmeot qM!f3lions and stored In the usual mann« and quantaies. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITIOH SHALL CONSTITUTE A MATERW. BREACH AND DEFAULT HEREUNDER AND 
I..£SSEE SHALl. INOEJIINIFY, HOLD HARMI..E.SS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, UABlUTIES, AND COSTS (INCLUOING 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 LEASED PREMISES DURJNG LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPUCABt.£ LAW. THIS INDEIIMFICATION AND ASSUIIIPTION SHALL APPLY, BUT IS NOT L.MfTEO TO, LIABiliTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR Atf'f OTHER EIMRO..afl'All.AW 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 
GOVERNIIENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASEO PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARUER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

'ST. APPUCABt.£ LAW. This lease is issued under the provisions ol Texas Natural Resources Code 52.171 through 52. 190, commonly 
iOlOM'I • the Reinquishment Ad. and other applicable statutes and amendments lh«eto, and l any pr<Maion In this toaae does not conform to these 
IUiutee, the .......... ptfl'nil CM!/1 rry nonconforming te.e prcMslone. 

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

True and Correct 
copy of 

Original filed in 
Reaves County 

C.srks Office 

j 
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31. EXECUTlON. This oil and gee Ieete must be llgned and acknowledged by the Leatee before • Ia filed of reoord In the county recorda and 
In the G-al Land 011\ce of the State of Texas. Once the filing requirement• found In Paragraph 39 of thla Ieete have been aadafted. the effective date 
of 1hil 1eeu ahal be the dele found on Page 1. 

31. L£ASE FIUNO. PuBuent to Chapter 9 of the Texaa Bualne11 and Commerce Code, this Ieete mull be filed of rooord In the office of the 
County Cler1t In any county In wtoich aA or any part of the le11ed premltea le located. end cer1flled coplee thereof must be ftled In the Gene.-.1 Land 
011\ce. Tl-A le11e le not effec11ve until a certified copy of thlo Ieete (which Ia made and certifted by the County Clet1t from hie recorda) Ia ftled In the 
General Land Olllc:e In accordance with Ten• Natural Reoourc:ea Code 52.183. Additionally, this leeoe lhal not be binding upon the State unlau ~ 
recites the actual and true consideration paid or promlted for execution of thla lease. The bonus due the State and the preacrlbad ftlng fee lhal 
accompany auch certlfted copy to the General Lend Office. 

40. Rantala In the amount of $_lii.ll_ for yea.-. two and three of thla lease have bean prepaid. One half (112) of !hla amount h11 been paid 
to the Leaaor and one half (112) heo been pold to the STATE OF TEXAS. Rental for the fourth year In the amount of $ 23 480 94 hoe not bean paid 
and If the fourth year rental Ia not paid then thla lease will expire. One half (112} of tha fourth year rental will be paid to the Leuor and one-half (112) will 
be paid to the State of T exaa. Rental for the ftfth year Ia Included In the fourth year rental and If the fourth year rental Ia paid, then no additional rentals 
era due under this Ieete. 

41 . See " ADOEDNOUM TO LEASE" for odditlonol provisions 

~ 

CHESAPEAKE EXPLO ED PARTNERSHIP, 

Chesapeake Operating, Inc., General Partner 

Title:------------

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

STATE OF TEXAS 
MSW Revocable Trust, MLH Revocable Trust&. Waltrip Marital Trust 

a{: Hill Trusts, as agent 
By: Mike Waltrip 

Date: ;l- <;r-c1) 

True and Corre 
copyo 
nal f1leu n 

s County 
~..~.c.rr:s Office 
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(CORPORATION ACKNOWLEDGMENT) 

STATE OF _---r_tt_'f..._A_· ~--- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF I It IZ'R A:. I'VT 
BEFORE ME, the undersigned authority, on this day personally appeared Mike Wanrio on beha~ of Hill Trusts as agent for the MSW Revocable Trust 

Michael s wanno Trustee MLH Revocable Trust Margerv L Hanna Trustee and Wando Marna! Trust Kenneth Wal!rio Trustee on behatt of sajd 

!OWl. known to me to be the pet~ on whose name Is ~uMcribed to the foregoing lmtruments as and acknowledged to me that he executed the ~arne for 

the purposes and consideration therein t»Cp<essed . 

True and Correct 
copy of 

• •gina I filed in 
P •·ves Co nty 

Ct rks Office 



•• • • • • •• 
•••• • • •••• 
• 

, ... 
' . . ' . 

• 
• •• ' . . 
••• 

·VOL. 7 ti G PAGE 

ADDENDUM TO LEASE 

Attadted to .. d made a part of that e£rtaia Oil a ad Gas LeaK dated Jaauary 21, 2007 by a ad b£tw£u the STATE OF 
TEXAS, ac0.& by a.ct tbi'OIIgb its ageat. Hill Trasts. ageat for tbe MSW Revocable Trast. Mkbael S. Waltrip, Trustee, MLH 
R.nocabk Tnst, ~ L Haaaa, Trastee aDd Waltrip Marital Trast. Keaaetb Waltrip, Tnastee, Owaer oftbe Soil, a ad 
C ltrapeake E'lplentiee Lialited Parmrnltip, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

1. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surfiu:e estate. Lessee, its successors and assigns, may itself drill a water well and 
then use the potable water from that well for drilling operations that are conducted oo the Leased Premises or lands pooled 
therewith. However, Lessee sball have no right to the use of potable water from the Leased Premises ~water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event 
Lessee drills a new well and encounters non-potable water which is certified as not suitable for human, animal or agricultural 
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may nol drill a new well 
within 500 feet of an existing water well located on the leased premises without Lessor's prior written conse:nL In the event 
lessee drills a water well on the Leased Premises and completes its use of same, upoo termination of Lessees use o f said 
water wei~ Lessee will give Lessor a thirty (30) day written notice as to Lessee' s intention to plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor' s election to lake 
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer 
said water well to Lessor as owners of the surface estate, upon Lessee's execut ion of a written transfer instrument that 
includes Lessor's agreement to aooept the water well ' AS IS' without any warranty and Lessor' s agreement to assume all 
rights, responsibilities and liabilities, if any, for the operat:ioo and maintenance of said water well, including but not limited to 
plugging of the well in accordance with any regulations of applicable govemmental agency or agencies . 

2. Lessee is granted the right to use existing roads on the leased pcemises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect. 

4. Lessee sball notify Lessor a minim1m1 of24 hours before cutting any new rood, if necessary, into or on the leased premises. 
5. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor's 

property at the expiratioo of this lease. 
6. Lessee will bury and maintain all pipelines and eledrical transmission lines IS indies deep below the Stritce of the grouod. 
7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose ofwbich 

this lease is granted, and it shall exercise all rights granted to it her-ein with due regard for the rights of the Owner of the Soil. 
&. Lessee, its successors and assigrrs, shall not erect any building or houses on the leased premises and that only those structures 

which are reasonably necessary for production facilities or tank batteries shall be erected on the sur13ce o f the leased 
premises. 

9. Lessee will not pollute any water aquifers or fresb water in, upon or uoder the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 

10. Lessee shall maintain all drill s ites and other portions of the surface used or occupied by lessee, its sucoessors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soi~ other land, and crops. 

11 . Upon written demand by Owner of the Soi~ Lessee sball build and maintain feoces around its slush, sump, and drainage pits 
and tank batteries to protect livestock against loss, damage or inj..-y; and upon completion or abandonment of any well or 
wells , Lessee shall fill and level off all slusb pits and cellars and completely clean up the drill site of a ll rubbish thereon. 

12 . In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the 
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intent ion of the parties hereto that 
Lessee sball restore the surfiu:e to as nearly the state that it is in at the time of execution ofth.is lease. 

13. If all or any part oftlffi lease is assigned, released, pooled or unitized, Lessee agrees to fumisb the Owner of the Soil with a 
copy o f any such document. 

14. This lease grants no hunting or fish.ing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms of any type upon or aaoss the herein described premises. 

15. Weather permitting, Lessee shall remove from the her-ein described premises any and all structures, equipment and property 
of every kind and character plaaxl by Lessee on said premises within ninety (90) days after Lessee bas finished with the use 
of the area where such slructl.&"e, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner 
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shall at Lessor 's option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Railroad Comm ission of Texas, the Texas Natural Resources 
Conservation Commissioo or other governmental agencies having j urisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) indies below the surfitce. 

True and Co ct 
copy of 

Original filed in 
.ty 

Clerks On -:e 
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16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
in ·this l~e to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 
the leased premises with no more than one hundred and eighty ( 180) day, between the release of the drilling rig on one well 
and the commmcemcnt of actual drilling operations on a subsequent well (hereinafter refened to as" continuous drilling"). 
Upoo the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
11; however, Lessee bas filed with the Texas Railroad Commission, no later tbao sixty (60) days prior to the expiration of the 
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to 
proceed with drilling pending authorization by the Texas Raitroad Commission, then Lessee shall be allowed such additional 
time as may be reasonably necCS6at)' to obtain the authorization and thereafter spud the subsequent well. 

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amooot paid herein for such lost interest. 

Record & Kt:tUrtl tc.~: 
Chesapeake Optraun~. lnc. 
P.O. Box 1R496 
Oklahoma City, OK 73154 

r-----------------~====~~=----------==---------------------

F~ HO. 2559 1 . 

J«( I'IDISOIIIml WMICHIID'Illlm TIE WI. 111M. 
011 Ull •llff IIDCfiiBED II£AI. I'IIOP£RT't8ECAIJS( 'I CUI 
•~~a BINIIUII MD IIEJIRWl!IMA fUDAI. 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

The above and foregoing is a full, true and correct photograpluc copy of the 
ong,naJ record now 1n my lawful custody and possession, as the same 1s 
filed/reco1ffi." the pub~ rerrds of my Office, found 1n VOL. lli_. 
PAGE _ _ , THRU 9 . UFFI~bRl)HBLIC 

~~~ lherebycertifiedonJIDJ 19, 2002_ 

!.~:~~,, DIANNE 0. FLOREZ, COUNTY CLERK 

~ ~~ " j R~ES OUNTY, TtX§a •t« oF ~~ 1\ t ,., -ntr I. ) 

~<.':lfu .. fl<•~ BY Nd, !{. ~JJLV.&etfurv 
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Generllllllrid omce 
Relinquishment Act Lease Form 
Revlsed, Sefk>nber 1997 

~usttn, mexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 22"" day of January , 2007, between the State of Texas, acting 

by and through its agent, Dorothy Jean Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy Puff Jones Trust and Agent for the State of 

Texas of 1320 Lake Street, Fort Worth, TX 76102 

, •. • •. said agent herein referred to as the owner of the soil (whether one or more), and _ CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an 
• • • Oklahoma limited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter 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 end on!y purpose of prospecting and drilling for end 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 following lands 
situated in Reeves County, State of Texas, to-wit: 

Block 57, Public School Lands Survey 
Section 5: All except the West 80 acres and the North 245 acres of the East 560 acres of said Section, as described in Warranty Deed from Geo P 
Hill, Independent Executor and Trustee under the will oi Houston 11111, aeceased, et al, to Geo P H1ll et al, aated 1 Oili68, of record 1n Volume 288, 
Page 767, Deed Records of Reeves County, Texas 

Containing, ___ ~~-'-'15,__ __ acres, more or less. The bonus consideration paid fer this lease is as fcllc·.-.-s: 

To the State of Texas Eight Thousand Seven Hundred Ninety Seven and 85/100 

Dollars ($ 8.797.85 l 

To the owner of the soil: Eight Thousand Seven Hundred Ninety Seven and 85/100 

Dollars ($ 8,797.85 ) 

Total bonus consideration: Seventeen Thousand Five Hundred Ninety Five and 70/100 

Dollars ($ 17,595.70 ) 

The total bonus consideration paid represents a bonus of Three Hundred Twenty Five Dollars ($325.00) per acre, on 54.140625 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of FIVE ( 5) years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either 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. 

True and Correct 
cor~ of 

Onginalliled in 
Reeves County 

r.lerks Off1ce 
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, 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 to the owner of the soil or to his credit in the THIS IS A PAID UP LEASE: SEE 

PARAGRAPH 40 Bank at ____________________________ _ 

Or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 

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 cover the privilege of deferring the commencement of a well for 

one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil:. ________________________________ _ 
(Dollars $ __________ _..) 

TotheSmteofTexas : _________________________________ _ 

(Dollars S _________ __.J 

Total Delay Rental:--------------------------------
(Dollars S _________ __.J 

In a like manner and upon like payments 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 pay date. If the bank designated in this paragraph (or its successor bank) should cease to exist, 
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail to refuse to accept rental, Lessee shall not be held in default for 
failure to make such payments or tenders of rentals 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 production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty provided for in 
••• • this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of the 

• • •• • • soil: 
• (A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 

o • o all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
'. •. • • shall be 1/4th 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. if any, offered or paid for oil , condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 

• paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
• • • any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty 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 equipment may be waived, in writing, by the royalty owners upon 
such terms anci conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4th 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 based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to 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. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4th part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the tota l plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (.50"./o) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 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 weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating , burning or any other processing shall be 1/4"' part of the gross 
production of such products, 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 highest market 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. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties 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 this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding ye~r If Paragraph 3 of this lease does not specify ~ delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. True and Correct 

copy of 
Original filed in 
Reeves County 



' 6. 'ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may at the option of either, upon not less than sixty {60) days notice to the holder of the lease, require that the 
payment of any ;oyalties accrLing to such roy~lty owner under this lease be made 1n 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 soil's or the Commissioner of the General Land Off~ee's rights 
or Lessee's obligations, whether express or implied, under this lease. 

1. 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 for sale or use. Lessee agrees to compute and pay royalties on the gross value received, includmg 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. 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 royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner: 

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 or before the 5th day ol 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 d production, 

• • accompanied by the affidavit 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 disposition of all oil ;md gas produced and the marl<et value of the oil and gas, together with a copy of all documents, 
• •• · records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts , gas line receipts and 
• • • • • •other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
• • • • which the General Land OffiCe may require to verify the gross production, disposition and marl<et value. In all cases the authority of a manager or agent 

• to act for the Lessee herein must be filed in the General Land OffiCe. Each royalty payment shall be accompanied by a check stub, schedule, summary 
• •. • • . or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 

• • • his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty 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, royalties shall accrue interest at a rate d 12% per year; such interest will begin to accrue when the royalty is sixty {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 all responsibility for paying or causing 

• • • royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases d title dispute as to the State's portion of the royalty or to that portion d 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 possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fum ish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty {30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise 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 all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any d 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 Lessee or operator five {5) days before spud date, worl<over, re-entry, 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 the Texas Railroad Commission. All 
applications, 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 other governmental agency shall 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 associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports , cuttings and cores, or other 
information relative to the operation of the above-described prem1ses, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen {15) days after the making d said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not 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 
reworking 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 for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting ~ditional dfPlra ~fft06fmbt 
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9perations' pu~suant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well. or any subs~quent well drilled on the above described 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 or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term Of 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. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nOf gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon , this lease shall remain in force so long as operations on 
said well or fOf drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil and/Of gas, so long thereafter as oil and/Of gas is produced 
in paying quantities frOfn said land, or payment of shut-in oil or gas well royalties or COI'npensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING , AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling Of reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling Of reworking operations result in the production 
of oil or gas, the lease shall remain in full fOfce 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 royalties or payment of cOfnpensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days . Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

0 0 14. SHUT -IN ROYALTIES. For purposes of this paragraph, •weir means any well that has been assigned a well number by the state agency 
: o . o )laving jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 

0
• • 

0 
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 

o. o o o 'Produced for lack of suitable production facilities or lack of a suitable market, 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 quant ities. If 

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 one dollar 
o 

0 

• 

0 0 

'($1 .00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
o o • the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 

with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year frOfn the end of the primary term, or from the first day of the month following the month in which 

0 ° o 
0 0 .production ceased, and, after that, if no suitable production facilities Of suitable market for the oil or gas exists, Lessee may extend the lease fOf two 

• • • more 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 lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located 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 royalty shall cease, but 
the lease shall remain effective fOf the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease fOf four more 
successive years by Lessee payi ng compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which is COI'npleted in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The COI'npensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-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 Of 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 within 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 the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory 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 diligence of a reasonably prudent operator in drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding 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 Of gas well as provided in Paragraph 14 hereof) , Of a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
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 COfnmission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells fOf 
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 nevertheless 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 retained lands"), for 
access to and from the retained lands and for the gathenng or transportation of oil, gas and other minerals produced from the retained lands. 
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. (BY HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
furtRer 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) years after the primary or extended term lessee pays an amount equal to one-half (112) of the 
f>onus Originally paid as consideration for this lease (as specified on page 1 hereof). 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 oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. 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. Within 
thirty (30) days after partial termination of this lease as provided herein, lessee shall execute and record a release or releases containing a satisfactory 
legal description ci 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 fil ing 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 discretion may designate by written 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 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 protect the oil 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 facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet 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 faith 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 drilling with diligence. 

• • Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty 
: • • •• under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

• • • • • • 18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
• • • • from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 

• strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, lessee's obligation to comply with such 
• •. • • .covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 

• • • extended while lessee is prevented, by any such cause, from conducting drilling 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 primai'Y term 
in the absence of such drilling or reworking operations or production of oil or gas . 

• 
• •. ••. 19. WARRANTY CLAUSE. The owner of the soil 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 this paragraph, lessee may recover the 
cost of these payments from the rental and royalties 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 shall 
be paid to him in the proportion which his interest bears to the entire 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 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 authorized representative must submit to the Commissioner of the 
General Land OffiCe a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General land Office shall be paid the value or the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the Commissioner of the General land OffiCe receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (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 unit that has been approved by the School land Board and the owner 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 lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the 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 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 suitable for livestock or irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil. 

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 
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. 25·. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiiing the foregoing , pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep sa1d premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to rert'love machinery and fildures 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 of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures , or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIG NMENTS. Under the conditions contained in this paragraph and Paragraph 29 cl this lease, the rights and estates cl either 
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, successors and assigns. However, a change or division in ownership clthe land, rentals, or royalties wiU not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of 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 royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments cl title (or a certified copy cl such original) when the ownership changed because of a 

• • conveyance. A total or partial assignment of this lease shall, to the extent cl the interest assigned, relieve and discharge Lessee cl all subsequent 
: • • • .obligations under this lease. If this lease 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, 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 file 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 succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
• • •. • -original lessee or any prior assignee cl the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the C ommissioner. An assignment will be treated as if it were made to the owner of the soil if the 

• •. • • .assignee is: 
• • • (1) a nominee of the owner cl the soil; 

(2) a corporation or subsidiary in which the owner clthe soil is a principal stocldlolder or is an employee cl 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 is 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 guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil 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 soil 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 subsequent obligations as to acreage 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 surrendered acreage bears to the acreage 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. 

29. FILING 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 situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture 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 instrument, 
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 fiduciary 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 conflict with those 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 fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill 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, or if Lessee 
should fail 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, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to g1ve 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 provis ions 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 acquired under th is lease shall be subjectr~?J~ogfj~re;~~ 
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•• • • 

CQ111missi~ner, and he shall forfeit same when sufficiently informed of the facts wh1ch authorize a forferture, and when forfeited 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 ~Y operation of law or b~ reason of any special limitation aris1ng hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first hen upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royally and other sums of money that may become due under this lease. 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 applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted 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 royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition 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 Title 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 relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner 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 lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies 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, their officers, employees, partners , 
• • • • • E gents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 

• • • • of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
• expenses which are caused by the activities of Lessee, its offiCer'S, employees, and agents arising out of, incidental to, or resulting from, the operations 

• • • • • d 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 provisions of this 
• • • Agreement, or by any other negligent or strictly 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 so11, their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 

• is sought, under any theory including tort, contract, or strict liability, including 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 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 that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the Stale of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided 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 ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMEKT 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 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMEKTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, 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 permit to remain on 
the leased premises any asbestos containing materials, explosives, tox1c materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance• is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation r Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
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, JUDGMEKTS, PENALTIES, LIABILITIES, 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 
COKTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
COKTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZ.ARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE W ITH THE REQUIREMEKTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUAKT TO CERCLA OR ANY OTHER ENVIRONMEKTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON L EARNING 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 A NY 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 Relinquishment Act, and other applicable statutes and amendments thereto, and if any provrsron 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 it is filed of record in the county records and 
in the General l,and Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
M thi.s le.a~e 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 Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is 'lOt effet.:tive until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
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 certified copy to the General Land Office. 

40. Rentals in the amount of S 108.28 for years two and three of this lease have been prepaid. One half (112) of this amount has been paid 
to the Lessor and one haii (i/2j has been paid to the STATE OF TEXAS. Rentai for the fourth year in the amount of$ 17,595.70 has not been paid 
and if the fourth year rental is not paid then this lease will expire. One half (112) of the fourth year rental will be paid to the Lessor and one-half (112) will 
be paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no additional rentals 
are due under this lease. 

41 . See " ADDEDNDUM TO LEASE" for additional provisions 

LIMITED PARTNERSHIP, 

• • •• 
•••• • • •••• 
• 

••• • • • • • • 

• 
• •• • • • ••• 

v~jlf' 
e President - Land and Legal and GeneraiCounsel 

Chesapeake Operating, Inc., General Partner 

Title:--------------

Date: _________ _ 

STATE OF TEXAS 
DoroLhy Jean Keenom, sole trustee of the Thomas Hill Puff Trust 
and of the Nancy Puff Jones Trust 
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$TATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 
• 

COtJNTY OF'OKLAHOMA I I ?l-It 
• • . This instrument was acknowledged befOf'e me on the is _/.J __ '-d d'aiay of -1'+--H-f-'---"-+--' 

nd n L 

STATEOF ___ T_E_XA __ S ________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

Nancy Puff Jones Trust. on behatt of said trusts, known to me to be the person whose name is subscribed to the foregoing instruments as 

acknowledged to me thaA,e executed the same for the purposes and consideration therein expressed 

•• • • • • •• 
•••• • • •••• 
• 

••• • • • ••• 

• 
• •• • • • • •• 

Given under my hand and seal of office this the 29th day of January , 20_ Ql_. 

JIMMIE l. HOOKS 
NOTARY PUBLIC 
STATE Of TEXAS 

COM\1 EXPIRES 03-07-201 o 

L~~-£~ 
~Public inandfor Tarrant County Texas 
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. · 
ADDE DUM TO LEA E 

Attached to and made a part of that certa in Oil and Cas Lea e dated January 22, 2007 by and between the STATE OF 
TEXAS, acting by and through its agent, Dorothy Jean Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy 
Puff Jones Trust, Owner of the oil, and C hesapeake Exploration Limited Partnership, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

I . Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and 
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled 
therewith . However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the sur face estate. Ln the event 
Lessee drills a new well and encounters non-potable water which is cert ified as not suitable for human, animal or agricultural 
use, Lessee may use same for its drilling, water floodi ng or secondary recovery operations. Lessee may not drill a new well 
within 500 feet of an existing water well located on the leased premises without Lessor's prior written consent. Ln the event 
lessee drills a wata- wel l on the Leased Premises and completes its use of same, upon termination of Lessees use ofsajd 

I I 

water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee's intention to plug and abandon sajd water 
well. Lessor may during sa id thirty (3) day notice period, provide to Lessee a written request as to Lessor's election to take 
over the ownership of sa id water well and in such even t, Lessee agrees upon receipt of written request by Lessor to transfer 
said water well to Lessor as owners of the surface estate, upon Lessee' s execution of a written transfer instrument that 
includes Lessor' s agreement to accept the wata- well 'AS IS' without any warranty and Lessor's agreement to assume all 
rights, responsibilities and liabilities, if any, for the operation and maintenance of said wata- well, including but not limited to 
plugging of the well in accordance with any regulations of applicable governmental agency or agencies . 

• • 
I ••• 
••• • • • •••• 
• 

• •• • • • • •• 

• 
• •• 

I • • • •• 

2. 

4 . 
5 . 

6. 
7. 

8. 

9. 

10. 

II. 

12. 

Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect. 
Lessee shall notify Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the leased premises. 
Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor' s 
property at the expiration of this lease. 
Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground. 
Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 
th is lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil. 
Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 
which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the leased 
premises. 
Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 
Lessee sha ll maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soil, other land, and crops. 
Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fi ll and level off all slush pi ts and cellars and completely clean up the drill site of all rubbish thereon. 
In the event of a dry hole or product ion from a well which production ceases and the abandonment of such well, or upon the 
abandonment of any well location, drill si te, tank battery si te or roadway, the premises wi ll be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee sha ll restore the surface to as nearly the state that it is in at the lime of execution of this lease. 

13. If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner ofthe Soil with a 
copy of any such document. 

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises. 

15. Weatha- permitting, Lessee shall remove from the ha-ein descri bed premises any and all structures, equipment and property 
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the use 
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner 
of the Soil , any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shall at Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Rai lroad Commission ofTexas, the Texas Natural Resources 
Conservation Commission or other governmental agencies having j urisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surface. True and Correct 
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16: After the expiration of the primary term, and not wi thstanding paragraphs 16 (A) and 16 (B) above and any other provision 
· in thi~ lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 

.tRe ieased premisles with no more than one hundred and eighty ( 180) days between the release of the drilling rig on one well 
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as " continuous drilling"). 
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
It however, Lessee has fi led with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the 
said 180-day period, all requisite applications to dri ll the next well in the continuous dri lling program, and Lessee is unable to 
proceed with drilling pending authorization by the Texas Rajlroad Commission, then Lessee shall be allowed such additional 
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well. 

17. ln the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amount paid herein for such lost interest. 

•-'-

-~ • • .:3o 
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Gr.t1eral Land Office 
'<) elinquishment Ac.·: Lease Form 
~Revised, ~tlptemur 1997 

~ustin, \!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 22nd day of January , 2007, between the State ofTexas, acting 

j) 

by and through its agent, Hill Investments, Ltd., By: Casady Enterprises, LLC, General Partner, By: Alan M. Hill, President and Agent for the State of 

Texas of PO Box 1568, Cedar Park. TX 78l>JO 

said agent herein referred to as the owner of the soil {whether one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTN(·RSHIP, an 
Oklahoma limited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter 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, 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 following lands 
situated in Reeves County, State of Texas, to-wit: 

Block 57, Public School Land Survey 
Section 5 : All, except the West 80 acres and the North 245 acres of the East 560 acres of said section, as described in W arranty Deed from Geo P. 
Hill, Independent Executor and Trustee under the Will of Houston Hill, Deceased, et a t, to Geo. P. Hill et al, dated 10/1/68, of record in Volume 288, 
Page 767, Deed Records of Reeves County, Texas 

Containing, ___ _,3c:.1,_5 __ ';_ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas One Thousand Sixty Six and 41/100 

Dollars {$ 1 ,066.41 ) 

To the owner of the soil: One Thousand Sixty Six and 41 /100 

Dollars{$ 1,066.41 ) 

Total bonus consideration: Two Thousand One Hundred Thirty Two and 82/100 

Dollars {$ 2,132.82 ) 

The total bonus consideration paid represents a bonus of Three Hundred Twenty Five Dollars {$325.00) per acre, on 6 .562500 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of FIVE C 5 ) years from 
this date {herein called "primary term") and as long thereafter as oil and gas, or either 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 commenced on the leased premises on or before one (1) year from this date, this lease shall temlinate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the THIS IS A PAID UP LEASE: SEE 
PARAGRAPH40 Bankat ________________________________________________________ __ 

Or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; in addition, 

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 cover the privilege of deferring the commencement of a well for 

one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soii: __________ -:--------------------- -
(Dollars $ ____________ -J 

To the State of Texas: ----------.,-----:------------ ------------------
(Dollars $. _____________ ..-~ 

Total Delay Rental: -:-------------------:-------------------------------------
(Dollars $'--------,---,----' 

In a like manner and upon like payments 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 
tease, and may be delivered on or before the rental pay date. If the bank designated in this paragraph (or its successor bank) should cease to exist, 
suspend business, liquidate, fail or be sua:eeded by another bank, or for any reason fail to refuse to accept rental, Lessee shall not be held in default for 
failure to make such payments or tenders of rentals until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument 
paming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty provided for in 
this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the owner of the 
soil: 

(A) OIL Royalty payable on oil, which is defined as including all hydrocarbons produced 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 1/4th 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, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty 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 equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4th 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 based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to 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. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4th part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas 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 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 interest, then the percentage applicable to liquid 
hydrocarbons shall be frfty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be det·ermined 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 weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be · casinghead," "dry," or any other gas, by fractionating , buming or any other processing shall be 1/4111 part of the gross 
production of such products, 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 highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sate price of each product for the same month in which such products are produced; 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 
royalties 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 this 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 amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. r d c ct 
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. · 6.' ROYAL 1Y IN KIND. Notwithstanding any other provision in this lease, at any tme or from tme to tme, the owner of the soil or the 
Commissioner of, the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment~ of any royalties acduing 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 soil's 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 for sale or use. Lessee agrees to compute and pay royalties on the gross value received, induding 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. 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 royalties shall be payable on the recycled gas until it Is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. · 

9. ROYALlY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules ctJrrently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty 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, 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. 
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 all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties 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 market 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 this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise 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 all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRIWNG RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any 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 the Texas Railroad Commission. All 
applications, 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 other governmental agency shall 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 associated improvements to the land must also 
include the word "State.· Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit 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 said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not 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 
reworking 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 for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducttng additiahal drtlitid or.:;rew~ing 
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. op'eratiohs 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 or any su~uent well drilled on the above described land be completed as a shut-in oil or gas well within the prmary 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 or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term 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. DRILLING AND REWORKING AT EXPIRA TlON OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil andlor gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DR,LLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT -IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any t ime after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, 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 rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period 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, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for two 
more 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 ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located 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 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 for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-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 within 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 the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory 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 diligence of a reasonably prudent operator in drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (induding a shut-In oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
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 successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells tor production purposes. 
Notwithstanding 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 st ill 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 retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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·· (B) HORIZONTAL In the event this lease is in force and effect two (2) years after the expiration date of the primary or 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, un~ss on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1 /2) of the 
bonus originally paid as consideration for this lease (as specifted on page 1 hereof). 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 oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. 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 lease as provided herein, lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained 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 discretion may designate by written 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 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 protect the oil and gas under the above-<iescribed land from being drained. lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet 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 faith 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 drilling with diligence. 
Only upon the determination of the Commissioner of the General land OffiCe and with his written approval may the payment of compensatory royalty 
under applicable statu1ory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling 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 absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil 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 this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. tf 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 shall 
be paid to him in the proportion which his interest bears to the entire 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 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 authorized representative must submit to the Commissioner of the 
General land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. Tlle Commissioner of the General land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided in1erest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (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 unit that has been approved by the School Land Board and the owner 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 lesser number of acres than the total 
aiTlount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the 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 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 suitable for livestock 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 its 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. 

24. WELL LOCATION UMIT. 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, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities 'sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fenoes around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations 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 of the soil grants Lessee an extension of this 12().day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall 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 of either 
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, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of 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 royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (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 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, 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 file 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 succeed 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 liabirrties to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it 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 is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is 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 guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil 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 soil 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 subsequent obligations as to acreage 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 surrendered acreage bears to the acreage 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. 

29. FILING 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 situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Cler11 of the 
county in which the instrument is recorded, must be filed in the General land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture 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 instrument, 
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 fiduciary 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 conflict with those of the State, the owner of the soil is obfigated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill 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, or if Lessee 
should fail 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, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail 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 filed in the General land Office as required by law, the rights acquired under this lease-~ I be su~ tollfmhfttgwant the 
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C6mmisSiorier, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to. lease 1,1nder the tenps 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 special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. 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 applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted 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 royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition 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 Title 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 relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any tine determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

3<4. 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 interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land OffiCe for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies 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, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought. including, but not limited to, all losses and 
expenses which are caused by the activities 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 occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly 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 officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, including 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 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 that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective 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 soil, their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HE.REIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXJSTING CONDITIONS), STRICT LIABILITY, 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. 

38. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, 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 permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S. C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 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, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBJnON 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 LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIACATION 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 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 Relinquishment Act, and other applicable statutes 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 it is filed of record in the county records and 
in the General Litnd 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 le'ase 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 Clertt in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County C lertt from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
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 certified copy to the General Land Office. 

40. Rentals in the amount of$~ for years two and three of this lease have been prepaid. One half (1/2) of this amount has been paid to 
the Lessor and one half (1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of $ 2.132.82 has not been paid and if 
the fourth year rental is not paid then this lease will expire. One half (1/2) of the fourth year rental will be paid to the Lessor and one-half (1/2) will be 
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year rental is paid, then no additional rentals are 
due under this lease. 

41. See uADDEDNDUM TO LEASE" for additional provisions 

N UMITED PARTNERSHIP, 

Chesapeake Operating, Inc., General Partner 

Title: -----------------
Date: __________________ __ 

STATE OF TEXAS 

By: Alan M, President 

Date: ~~b 
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stATE bF' QKLAHQMA (CORPORATION ACKNOWLEDGMENT) 

.COUIDO'F OKLAHOMA ' ~ 

This instrument was acknowledged before me on the is_~-ay of -~'--'::;._--,A-_, 
al I f ratin Inc. a n 

COUNTY OF Y.j 1 Ly AM $o...l 
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(INDIVIDUAL ACKNOWLEDGME.NT) STATE OF -Jt::-"'CAS 

BEFORE ME, the undersigned authority, on this day personally appeared Alan M Hill. President of Casady Enterprises, LLC. General Partner on behalf 

of Hill Investments, Ltd .. on behalf of said partnership known to me to be the person whose name is subscribed to the foregoing instruments as 

and acknowledged to me that he executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the 3 d... day of_.___~""------

MISl't' LEA ,JOOES 
MY COMMISSION EXPIRES 

JuneS. 2010 
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I \ I ' ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF 
TEXAS, acting by and through its agent Hill Investments, Ltd., By: Casody Enterprises, LLC, General Partner, By: Alan M. 
Hill, President, Owner of tbe Soil, and Chesapeake Exploration Limited Partnership, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

1. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written consent of Lessor as owner of the surface estate. Lessee, its successors and assigns, may itself drill a water well and 
then use the potable water from that well for drilling operations that are conducted on the Leased Premises or lands pooled 
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In the event 
Lessee drills a new weiJ and encounters non-potable water which is certified as not suitable for human, animal or agricultural 
use, Lessee may use same for its drilling, water flooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet of an existing water well located on the leased premises without Lessor's prior written consent. In the event 
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said 
water well, Lessee wiiJ give Lessor a thirty (30) day written notice as to Lessee's intention to plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor's election to take 
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer 
said water weiJ to Lessor as owners of the surface estate, upon Lessee's execution of a written transfer instrument that 
includes Lessor's agreement to accept the water well 'AS IS' without any warranty and Lessor's agreement to assume aU 
rights, responsibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to 
plugging of the well in accordance with any regulations of applicable governmental agency or agencies. 

2 . Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect. 

4. Lessee shall notify Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the leased premises. 
5. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor's 

property at the expiration of this lease. 
6. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the ground. 
7 . Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 

this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner of the Soil. 
8. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 

which are reasonably necessary for production faciJjties or tank batteries shall be erected on the surface of the leased 
premises. 

9. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 

10. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soi~ other land, and crops. 

I I. Upon written demand by Owner of the Soi~ Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fi ll and level off all s lush pits and ceiJars and completely clean up the drill site of aU rubbish thereon. 

12. In the event of a dry hole or production from a well which production ceases and the abandonment of such wei~ or upon the 
abandonment of any well location, drill site, tank battery s ite or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restore the surface to as nearly the state that it is in at the time of execution of this lease. 

13. lf all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a 
copy of any such document. 

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting ftrearms of any type upon or across the herein described premises. 

15. Weather permitting , Lessee shall remove from the herein described premises any and all structures, equipment and property 
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has fmisbed with the use 
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner 
of the Soi~ any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shal l at Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Railroad Commission of Texas, the Texas Natural Resources 
Conservation Commission or other governmental agencies having jurisdiction. In plugging the wells, Lesser1sJ18lhR ~ e..,. 
casing at least thirty six (36) inches below the surface. w <> 
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• 16. After the expiration of the primary term, and not withstanding paragraphs I 6 (A) and 16 (B) above and any other provision 
,kl.tbis lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 
the leased premises with no more than one hundred and eighty ( 180) days between the release of the drilling rig on one well 
and the commencement of actual drilling operations on a subsequent well (hereinafter referred to as " continuous drilling"). 
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
U: however, Lessee bas filed with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the 
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional 
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well. 

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amount paid herein for such lost interest. 

•• 
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~ustin, 'atexas l0130505 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered into this 22"' day of January , 2007, between the State of Texas, acting 

by and through its agent, H.s Minerals and Realty, Ud, By: RC Starr, UC, General Partner, By: Cydney H Shepard, President and Agent lor the State of 

Tam of PO Box 2n84 A ystin IX 78755-2,281 

said agent herein referred to as the owner of the soil (whether one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an 
Oklahomalim~ed partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter 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 l - under this lease, the State of Taxas acting by and through the owner of the soil, hereby grants, leases and lets unto lessee, lor 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanka, storing oil and building power 
stations, telephone linea and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated In RHveS County, State of Texas, te>-wit: 

Block 57, Public: School land Survey 
Section 5: All, axcept the West 80 acres and the North 245 acres of the East 560 aaes of said section, as described in Warranty Deed from Geo P. 
Hill, Independent Exaartor and Trustae under the Will of Houston Hil, Deceased, et al, to Geo. P. Hill at al, dated 1011168, of record In Volume 288, 
Page 767, Deed Records of Reeves County, Texas 

Containlng, ___ _.3u.1,._5 ___ acres, more or less The bonus consideration paid for this lease Is as follows: 

To the State of Texas One Jboyynd Sixty Sb! and 40/100 

Dollars ($ 1 066 40 l 

To the owner of the soil: One Thousand Sixty Six and 40/100 

Dollars ($ 1,066.40 l 

Total bonus consideration: Two Thoyynd One Hundred Thirty Two and 80/100 

Dollars ($ 2,132 80 I 

The total bonus consideration paid represents a bonus of Three Hundred Twootv F!ye Dollars ($325.00) per acre. on 6 ,562500 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be fw a term of FIVE ! 5 l years from 
this date (herein called "primary term") and as long thereaftef as oa and gas, or either of them, Is produced In paying quantities from aald land. As used 
In this lease, the term 'produced In paying quantities' means that the receipts from the sale or other authorized convnerdal use of the substance(s) 
covered exceed out of pocket operational axpenses fw the six months last past. 
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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 to the owner of the soli or to his cred~ In the THIS IS A PAID UP LEASE· SEE 
PABAGBAPH~O Bankat ________________________________________________________ __ 

Or its suooessors (which shall continue as the depos~ory regardless of changes In the ownership of said land), the amount specified below; In addition, 

Lessee Shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTlN, TEXAS, alike sum on 

or before said date. Paymen1s under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 

one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner ofthe soii: _________ --:--------------------
(Oollars $. _________________ ___; 

tbtheStme~Tens: ________________________________________________________ __ 

(Dollars $. ___________ _J 

Total Delay Rental: -::--------------------:--------------------------------------
. (Dollars S·---.,.----:::--::----_J 

In a like manner and upon like payments 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 soli 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 pay date. If the bank designated in this paragraph (or its successor bank) should cease to exist, 
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail to refuse to accept rental, lessee shall not be held in defaun for 
failure to make such payments or tenders of rentals 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. 

~. PRODUCTlON ROYAL TlES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royany provided for In 
this lease to the Commissioner of the General Land Ot!ice ~the State of Texas, at Austin, Texas, and one-half (112) of such royany to the owner of the 
soil: 

(A) OIL Royany payable on oil, which Is defined as Including all hydrocarbons produced 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 aqulpmenl as hereinafter provided, 
shall be 1/1th part of the gross production or the mar1<et value thereof, at the option of the owner of the soli or the Convnissioner of the General 
Land Ot!ice, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, disti llate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest mar1<et price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant. ~ will be run free of cost to the royany owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efllclent, 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 equipment may be waived, In writing, by the royany owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royany on any gas (Including ftared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oil In subparagraph (A) above, produced from eny well on said land (except as provided herein with respect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4!b part of the gross production or the mar1<et value thereof, at the 
option of the owner of the soil or the Commissioner of the General land Ofllce, such value to be based on the highest mall<et price paid or offered for 
gas of comparable qualny 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 the maximum pressure base In measuring the gas under this lease shail not at any lime exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenhe~. correction to be made for pressure according to Boyle's Law, and for specific 
gravny 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. Royany on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4th part of the residue gas 1nd the liquid hydrocarbons extracted or the mar1<et value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to l essee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which lessee (or its parent, subsidiary or aflillate) owns an lnteres~ then the percentage applicable to liquid 
hydroc~rbons shell be ftfty percent (!i(J%) or the highest percent accruing to • third party pro<:Malng gu through such pl1nt under • processing 
agreement negotiated at ann's length (or if there Is no such third party, the highest percent then being specified In processing ag.-nents or contracts in 
the industry), whichever is the greater. The respective royaKies on residue gas and on liquid hydrocarbons shall be determined by 1) the highest mar1<et 
price paid or offered for any gas (or liquid hydrocarbons) of comparable qualny In the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever Is the greater. In no event, however, shall 
the royaKies payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royany on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead," •dry," or any other gas, by fractionating, burning or any other processing shall be ~art of the gross 
production of such products, or the mall<et value thereof, at the option of the owner of the soli or the Commissioner of the General Land Office, such 
mar1<et value to be determined as follows: 1) on the basis ~ the highest msrket 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. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease Is maintained by production, the 
royanles 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 sucoeedlng the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royaKJes paid during the preceding year. If 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 one dollar ($1 .00) per acre. 
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·8. ROYALTY IN KINO. Notwithstanding any othet provision In this lease. at any time or from tine to tine, I he owner ol the soil or the 
c'ommbsloner o1 the General Land Offoc:e may, at the option of efther, upon not less than sixty (60) days notice to the holder of the lease, require that the 
paymeilt of any royaKies &CGruing to such royalty owner under this lease be made In kind. The owner of the soi's or the Commissioner of the General 
Land Offoc:e'a right to take its royalty In kind shal not dinlnish or negate the owner of the soirs or the Commissioner of the General Land Offoc:e's rights 
or Lessee's obligations, whe!he< eJ<p<ess or inplled, undef this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royattles accruing under this lease (Including those paid In k ind) 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 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 royalty shall be payable on any gas as may represent this lease's proportion ale share of any fuel 
used to process gas produced hereunder In any processing plant. Notwfthstandlng any other provision ol this lease, and subject to the wrftten consent of 
the owner of the sOtl and the Commissioner of the General Land Offoc:e, Lessee may recycle gas for gas lift purposes on the leased premises or for 
Injection into any o4l or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed, 
no royalles shal be payable on the recycled gas unti l is produced and sold or used by Lessee in a manner which entilea the royaly owners to a 
royalty undef this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royaKies not taken In kind shall be paid to the Commissioner oflhe General Land Of!lce at 
Austin, Texa.s, in the following manner. 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth In the Texas Register. Rulea currently prOV>de that royalty on oil 
is due and must be r~ in the General Land Office on or before the Slh day of the second month s~ng the month of production, and royalty 
on gas is due and must be r~ In the General Land Offoc:e on or before the 15th day of the second month succeOOing the month of production, 
accompanied by the affidavit of the owner, manage< or other authorized agent, completed in the form and mannet prescribed by the G eneral Land Offoc:e 
and showing the gross amount and disposkion of an 011 and gas produced and the market value of the oil and gas, togelhet wkh a copy of all documents, 
records or reports confirming the gross production, disposftion and market value Including gas meter re.adings, pipeUne receopts, gas Uno receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas ines or gas storage, and any other reports or records 
which the General Land Offoc:e may require to YOrify the grc.s producllon, dlsposillon and market value. In all caes the authority of a manage< or agent 
to ect for the Lessee herein must be flied in the General Land Offoc:e. Each royalty payment shall be accompanied by a check stub, achedule, summary 
or other remft1ance advice showing by the assigned General Land Of!lce lease number the amount of royalty being paid on each lease. If Lessee pays 
his royaKy on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty ol 10% of the royaKy due or $25.00 whichever is greate<. In addition 
to a penalty, royalties shall &CGrue Interest at a rale of 12% pet year, such Interest wll begin to accrue when the royalty is sixty (60) days overdue. 
Affldavi1s and supporting documerrts which are not flied when due shall incur a penaly in an amount set by the Genetel Land Office adminislrlltive rule 
which is effective on the date when the atfldavits or supporting documents were due. The Lessee shall beat all responaibiity for paying or causing 
royaKies to be paid as prescribed by the due dale provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shaU not apply In 
cases olt~le dispute as to the State's portion ol the royalty or to that por1ion ol lhe roya•y In dispute as to fair market value 

10. (A) RESERVES, CONTRACTS A ND OTHER RECORDS. Lessee shall annually furnish the Commissionet of the General Land Off10e 
with b best possible estimate of oil and gaa res.-- under1ying thil lease ex allocable to this lease and shall furnish said Commissioner with coplea of 
al contracts under which gas is sold or proceaaed and aU subaequent agree<nents and amendments to such contracts within thirty (30) days after 
entering into or making such contrects, agreements or amendments. Such contracts and agreements when received by the General Land OffiCe shal be 
held In confidence by the General Land OffiCe unlass otherwll• authorized by LassM. All other contraelJ and recOids ~rtalnlng l o the production. 
transportallon, sale and marketing of the o4l and gas produced on said premises, Including the books and accounts, receipts and discharges of all weUs, 
tanks, pools, meters, and pipelines ahall at al times be aubject to Inspection and examination by the Commiaaioner of the General Land Offoc:e, the 
Allorney Gene..al, the Governor, or the representathle of any of them. 

(B) PERMITS, ORILUNG RECORDS. Written notice of all ope<atlons on this lease shaU be subm~led to the Commissioner of the Genetal 
Land Offoce by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any wea or 
wells. Such written notice to the General Land Offoce shaD Include copies ol Railroad Commission forms for application to dril l. Copies of waR tests, 
completion reports and plugging reports shal be supplied to the General Land Offoc:e at the time they are flied with the Texas Rallroad Commission. All 
applications, permits, reports or other filings thai refetence this lease or any specific well on the leased premises and that ..-e submitted to the T eX&$ 
Railroad Commission or any other governmental agency lhalllnclude the word "State• In the llle. Addaionally, In accordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose of Identifying wells, tank batteries or other associated Improvements to the land must also 
include the word "Slate: Lessee shall supply the Genetal Land Office wkh any records, memoranda. accounts, reports, cuttings and cores, or other 
information relative to the operalion of the aboY!Hlescribed pretnises, which may be requested by the General Land Offoc:e, In addKion to those herein 
expressly provided for. Lessee shal have an electrical and/or radloadMiy sur.ey made on the bore-hole section, from the base of the surface casing to 
the total depth of wei, of all wells driled on the above desabed premises and shal tranaml a true copy of the log of each sUflle)' on each wei to the 
General Land Office wihin fifteen ( 15) days after the making of said surwy. 

(C) PENALTIES. Lessee shaD Incur a penalty whenever reports, documents or other materials are not filed In the General Land Offoc:e when 
due. The penalty for late fir.ng shall be set by the General land Offoce administrative rule which is effective on the date when the materials were due In 
the G enetlil Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primlW'{ term hereof and prior to discovery and 
production of oil ot gas on said land, Lessee should dr• a dry hole or hote. thereon, or if during the primlW'f tenn hereof and aftet the discovery and 
ectual production of oil ot gas from the leased premise& such production thereof should cease from any cause, this lease shall 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 drUIIng or 
reworking operations thereon, or pays or tendets the next annual delay renta.l ln the same mannet as provided In this lease. If, during the last year of the 
primary term or wkhin sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Leuee's rights shal remain in full force and elfect wlhout fut1her opetalions until the expira6on of the primary term; and if Leuee has not resumed 
production in paying quanllies at the expiration of the primary term, Lessee may maintain this lease by conducting additional dliling or rewor1Ung 
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operations !lursuanllo Paragraph 13, using the expiration oflhe primary term as the dale of cessation of production under Paragraph 13. Should the fo"l 
well or any subsequent well drilled on the above descnbed land be completed as a shut-In oil or gas well within the primary lerm hereof, Lessee m ay 
resume payment clthe annual rental In the same manner as provided hereln on or before the rental paying date following the expiration cl sixty (60) 
days !nom the date c1 ~letlon cl such shut-In oil or gaa well and upon the faiure to make such parn-llhls lease shal Ipso I ado tennlnale. If all he 
e>pir81ion clthe prim.y term or any time thereafter a shut-in oil or gas wei Ia located on the leased prernlles, payments may be made In accordance 
with the sh..., pr<Msions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the explnltlon cl lhe primary term, neither oU nor gas Is being 
produced on said land, but Lessee is then engaged in dril~ng or rewor1<ing operations thereon, this lease shall remeln In force so long as operations on 
said well or for drilling or reworl<ing of any eddMional wells are prosecuted In good faith and In worl<man~ke manner wfthout inle<ruptions totaling more 
than slldy (60) days during any one such operation, and it they result in the production cl oil and/or gas, so long thereafter 81 oil and/or gas II produced 
in paying quantities from said land, or payment cl shut-in oil or gas well royalties or compenntory royalties is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after lhe expiration cl the primary term, production cl oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shaD not terminate if Lessee commences addlional drifting or reworking 
operations within sildy (60) days after such cessation, and this lease shall remain in fuR force and effect for so long as such operations ~ntinue In good 
fafth and in worianantike manner without interruptions totaing more than sildy (60) days. If such drl lng or rewor10ng operations result In the production 
of oil or gas, the lease shall remain in full force and effect for eo long 81 oil or gas Is produced from the leased prernllee In paying quantities or payment 
c1 shut-in oil or gas well royaHies or payment cl compensalory royaltles Is mede es provided herein or es provided by law. If the drilling or reworldng 
operations resuK In the completion c1 a well as a dry hole, the lease will not terminate W lhe Lessee commences edd~lonal drilling or reworking 
operations within sildy (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and In a workmanlike manner without inte<ruptions totaling more than sixty (60) days. Lessee shaA give written notice 
to the General Lind Offlce within thirty (30) daye cl 811y ceu81ion al production. 

1-4. SH\/HN ROYAL nes. For purpoeee a/this paragraph, "\olel" means any well that has been aulgned a well number by the slllte agency 
having jurisdiction over the production al oil and gas. If, at any time lifter the expiration al the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a wen capable of producing oil or gas In paying quant~ies Is located on the leased premises, but oil or gas Is not being 
produced for lack a1 suftable production facilities or lack al a suftable market then Lessee may pay as a shut-in oil or gas royally an amount equal to 
double the annual rental provided in the lease, but not leu than St,200 a year for each well capable cl produc:tng oil or gas In paying quardiea. If 
P.-agraph 3 of IIIia lease does nClC specify • delay rental amounllhen for the purpoees a/this pwagraph, the delay rental amount shall be one dolar 
($1.00) per aae. To be effedille, each lnlial shul-in oil or gas royalty must be paid on or before: ( 1) the expiration al the primary term, (2) 60 dayelfter 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee ~letes a drllng or reworking operation In accordance 
with the lease pr<Mslons; wllichever dale is latest Such payment shal be made one-half ( t/2) to the Commissioner cllhe General Land Ofroc:e and one­
half ( 112) to the owner al the soil. If the shut-In oil or gas royaKy Is paid, the lease shall be considered to be a producing lease and the parn-t shall 
extend the term a/the lease for a period al one year from the end al the primary term, or from the fnt day al the month folowing the month In which 
production ~. and, Iller that. II no suitable production faciitiel or suitable market for the oil or g81 exists, Leeaee may ltldend the lease for two 
more sucx:essNe periods done (1) year by paying the same amount each yew on or before the expiration al each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept in effect by payment a/the shut-In oil or gas royaKy, oil or gas is 
sold and delivered In paying quantities from a wen located wfthin one thousand (1,000) leel al the leased prernlsee and completed in the same producing 
reseMlir, or in any case In which drainage Is occurring, the r~ht to continue to maintain the lease by paying the shut-In oil or gas royally shall cease, but 
the lease shall remain effective for the remainder a/the year for which the royalty has bMn paid. The Leeaee may maintain the lease for four more 
succaalve years by Lessee paying ~atory royalty at the royally rate provided In the lease a/the market value al production from the well causing 
the drainage or which is completed In the same producJng reseMlir and within one thousand (1 ,000) feet a/the leNed premises. The compensatory 
royaly Is to be paid monthly, one-ha~ (112) to the Commissioner ollhe General Land Offlce and one-half (112) to the t:Niner a/the soil, beginning on or 
before the last day of lhe month following the month In which the oil or gas Is produced from the wei causing the drainage or thet is completed In lhe 
same producing reseMlir and lOcated within one thousand (1,000) feel al the leased premises. If the compensatory royaKy paid In any 12-monlh period 
Is an amount leu than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) daye from the end a/the 
12-month period. Compensatory royalty payments which are n<lt timely paid wil accrue penalty and lntereet In accordance wlh Paragraph 9 of IIIII 
lease. None cl these pr<Mslons wiD relieve Leuee al the obligation al reasonable development nor the obligation to dril offset wells as provided In 
Texas Nalural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commlsslone(s wrlten approval, the payment 
cl compensalory royalties can satisfy the obligation to dril offset wells. 

1&. RET AIMED ACREAGE. Nolwilhstanding any provision a/this lease to the contrary, Iller a well producing or capable al producing oil or 
gas has bewo completed on the leased prernlaee, Leeaee shall e-.:iM the diligence al • r-onably prudent operalor In driing such additional well or 
-as as <My be reasonably necess.y for the proper dellelopment al the leased premises and In marketing the production thereon. 

(A) VERTICAL In the event this lease is In force and effect two (2) years after the expiration date a/the primary or extended term it shall then 
terminate • to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quanl~les and 320 acres 
surroun<Mg each gas well capable al producing In paying quantKies (including a shut-In oil or gas weA as provided in Paragraph 1-4 hereol}, or a well 
upon which Lessee Is then engaged In continuous driling or reworking operations, or (2) the number al acres Included In • producing pooled unl 
pur.uan~ to T- Natural Resources Code 52.151-62.154, or (3) such greater or Ieiser number ol 8CI'8I • may then be llllocaled for produc:tion 
purpcJMII t.o a proration unl for each such producing wei under the rules and regulations clthe Railroad Commission a1 Texaa, or any successor 
agency, or Clther governmental authority having Jurisdiction. If at any lime after the effective date of the partial termination provisions hereof, the 
appicable field rules are c hanged or the well or wells located thereon are raclassifled so that less acreage Is thereafter anocated to said wen or wells for 
production purposes, th is lease shall thereupon terminate as to all acreage not thereafter allocated to said wen or wells for production purposes. 
N~ the terminational this lease as to a portion a/ the lands covered hereby, Lessee shal niMlrtheleas continue to have the right of ingress 
to and "'lf"'M !nom the lands atin subject to this leale for all purpoeee deecribed In Paragraph t hereof, together with ..-ern- and rights-of-way for 
em~ roads, existing pipelines and other existing facilities on, over and acroas aU the lands described in Paragraph 1 hereof ("the rel.ained lands1, for 
access to and from the retained lands and for the gathering or transportation al oil, gas and other minecals produced from the retai ned lands. 
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, ·(B) HORIZOHT Al. In lhe even I this lease Is in lon:e and effect two (2) years after the expiration date of the primary or extended term ft 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 
Parilgraph 16 (A) above, unless on 0< before two (2) years after tho primary or extended term Lessee pays an amount equal to one-hall (112) of the 
bonus Olilinally paid as consideration for this leue (as specifll!d on page 1 hereof). If such amount Is paid, this lease shall be In force and elfecl as to 
auch deeper depths, and aakl tenninallon ahal be delayed lor an additlonal period r:A two (2) ye~n lllld so long thereafter • oil or g• Is produced In 
paying quantities from such deeper de¢ls covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage relalned hereunder as to each well shal, as nearly as practical, be In the form of a 
square wah the well located In the center thereof, or such other shape as may be approved by the Commluloner of the Gen«al Land Offoce. WHhln 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and rece<d a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded releue, or a certllled copy of same, shall be flied In the General 
land 011'108, accompanied by the fding lee preacOOed by the General Ulnd Office rules In elfecl on the date the releale Is flied. If Lesaee 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 Offoce, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/0< depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and In the olfocial records of the General Land Olfoce and such 
designation shall be binding upon Lessee le< aA purposes. 

17. OFFSET WELLS. Nefther the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil IW!d gas under the above-described land from being drained. Leuee, sublessee, receiver or other agent In control r:A the leased 
premises shall driU as many wells as the facts may justify and shaU use appropriate means and drgl to a deplh necessary to prevent undue drainage of 
oil and gas from the leased premises. In addftlon, ~oil andle< gas should be produced In commercial quantrties within 1,000 feet r:A the teased premises, 
or In any case where the leased premlsee 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 faith begin the driiUng of a weU 0< wells upon the leased premises within 100 days after the draining well or welts 0< the 
wei or weUs completed within 1,000 feet r:A the leued premises start producing In commercial quantlies and shall prosecute such driling with diligence. 
Only upon the determination of the Commiuloner of the General land Otroce and with his ~en approval may the payment r:A compensalory royalty 
under applicable statutory parameters satisfy the obligation to drill an olfsd well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee Is prevented from complying w"h any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acts of God, Of any valid order, rule Of regulation of government author~y. then while so prevented, Lessee's obrogation to comply w"h such 
covenant shal be suspended and Lessee shal not be tiable lor damages lor failure to comply wilh such covenants; additionally, this tease shalt be 
extended while Lessee Is prevented, by any such c:aJSe, from conducting dril~ng and reworldng operations or from producing oil or gaa from the leued 
premises. However, nothing In this paragraph shall auspeod the payment of delay rentals In order to maintain this lease In elfect during the primary term 
In the absence r:A such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend t~ie to the leased premises. II 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 toased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Leuee makes payments on behalf r:A the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the OWile( of the soi' 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner r:A the sol owns less than the entire undivided surface estate In the above 
described land, whether Of not Lessee's Interest Is specified herein, then the royanles and rental herein provided to be paid to the owner of the soD shall 
be paid to him in the proportion which his Interest bears to the entire undivided surface estate and the royahles and rental herein provided to be paid to 
the Commissioner of the General land Otroce of the State of Texas shal be Mkewise proportionately reduced. However, before Lessee adjusts the 
royally or rental due to the CommiSsioner altha General land Office, LaNoe or his authorized representatlve must sub~ to the Commissioner of the 
Gen«alland Offoce a ~ slalement which explains the disclepancy between the Interest purportedly leased under this tease end the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Offoce shaD be paid the value of the whole production aaocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost aDocable to such undivided Interest However, In no event shall 
the Commissioner of the General Land Offoce receive as a royalty on the gross production alkocable to the undivided interest not leased an amount less 
than the value of on&slx!eenth (1116) r:A such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion r:A the land covefed by this lease is Included wfthln the boundaries 
r:A a pooled unft that has been approved by the School Land Board and the owner of the soil In accordance wfth Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expil'atlon of the primary term or the extended term, this lease covers a Ieeser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced acce<ding to the number of acres pooled, released, 
surrendered, or othenwile severed, so that payments determined on a per acre basis under the terms olthls lease during the primary term shal be 
calculated based upon the number r:A acres outside the boundaries of a pooled unit, or, It after the expil'ation of the primary tenn, the m.mber of acres 
actually retained and covefed by this lease. 

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

22. AUTHORIZED DAMAGES. LaNoe shalt pay the owner r:A the soil lor damages caused by its operations to al personal prope<ty, 
Improvements. fiYOitock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soli, Lessee shall bury Its pipeNnes below plow depth 

2A. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises wfthout 
the written consent d the owner of the soil. 
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25. POUUTION. In developing this area, Lessee shall use the highest degree ol care and all proper safeguards to prevent pollution. W lhout 
~m~lng the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
fac~ities suffiCient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shaH use all means at b disposal to 
rtapture a1 escaped hydroca"bons or other pollutant and shal be responsible for al damage to public and private properties. Lessee shall build and 
maintain fencea around ib shah, sl.ITlp, and drainage pits and tank balleriea so as to protect liveatock against lou, damage or lnlury; and upon 
~ or abandonment o1 any well or wells, Lessee ahal fl and 1e11e1 a1 slush pits and ceGars and completely cJeen up the drilgng de ol au rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free ol all rubbish, cans, bOCties, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as Is practicable. Tanks and 
equipment wiN be kept painted and presentable. 

28. REMOVAL Of' EQUIPMENT. Sullject to ~mHalions In this paragraph, Lessee shall have the right to remove machinery and flldures placed 
by Lessee on the leeeed premiaea, lncMiing the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination o1 this lease unless the owner o1 the soil grants Le$See an extension of this 120-day period. However, Lessee may not rem011e casing from 
any wen capable of producing oil and gas in paying quant~les. Add~lonally, Lessee may not draw and remove casing until after thirty (30) days wr"ten 
notice to the Commissioner of the General Land OffiCe and to the owner of the soil. The owner al the soil shall become the owner of any machinery, 
foxtures. or casing which are nol timely removed by Lessee under the terms of this paragraph. 

rr. (A) ASSIGNMENTS. Under the cond~lons contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be aulgned, In whole or in pan, and the provisions of this lease shaD extend to and be binding upon their heirs, devls-. legal 
representa!Nes. successors and assigns. However, a change 01 division in ownership of the land, rentals, 01 royalties will not ent.ge the obligallons of 
Lessee, diminish the rights, privileges and estates of Lessee, Impair the effectiveness ol 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 royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner o1 the son (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with sallsfactory written evidence of the change 
In ownership, Including the original recorded munimenta ol ~le (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial Msignment of this lease shal, to the extent of the lntereat •signed. re1ie11e and diacharge Leuee of al subsequent 
obligations under this lease. If this tease Is asslgrled In Is entirety as to only part of the acreage, the right and option to pay rentals shall be appor1ioned 
as between the several owners ratably, accOtding 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, ff the assignor or assignee does not file a certified 
copy ol such assignment in the General Lend OffiCe bef01e the next rental paying date. the entire lease shaA terminate fOI fa.lure to pay the entire rental 
due under P..-agraph 3. Every •signee shall succeed to all rights and be subject to al obligations, liabillea. and penalties owed to the State by the 
original lessee 01 any prior assignee d the lease, including any iabnies to the State f01 unpaid royalties. 

(B) A SSIGNMENT LIMITATION. Notw~hstanding any provision in Paragraph 27(a), ff the owner ol the soil acquires this lease In whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land 01fiC8, this lease Is void as of the time of assignment and 
the agency power o1 the owner may be forfe~ed by the Commissioner. An assignment wid be treated as n M were made to the owner d the soil W 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 corpor811on 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 is the owner ol the soli; 
(5) a partner or e mployee In a partnership which Is the owner ol the soU: 
(6) a fiduciary for the owner of the soli; including but not llm~ed to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner ol the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and delive< to the 
owner ol the soil 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 subsequent obligations as to acreage surrendered. If any part al this lease Is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such 'surrender, however, such release wiU not relieve Lessee of any liabilities which may have accrued under this lease pr10I to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part ol this lease is assigned 01 released, such assignment or release must be 
recOtded In the county where the land Is situated, and the recorded Instrument, or a copy ol the recorded Instrument certified by the County Cler1c of the 
county In which the instrument Is recorded, must be filed In the General Land Offtee ~hln QO days of the last execution date accompanied by the 
prescribed f'ng fee. If any such assignment ia not so foted, the rights acquired under this lease shall be subject to forfeiture al the option ol the 
Commissioner of the General Land 01foce. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been Included In this Instrument, 
including the statement ol 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 o1 oil and gas from the leased premises which are not contained In this lease render this lease Invalid. 

31. A DUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's Interest In 
the leeeed premises. When the Interests of the owner of the soil conflict with those of the State. the owner d the soil Is obigaled to put the State's 
inlllf'eals before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after ~ becomes due, 01 ff Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or a Lessee shan fall or refuse to dril any 
offset wei or wells in good faith as required by law and the rules and regulations adopted by the Commissioner ol the General Lend Offoce, or ff Lessee 
should fail to file reports In the manner required by law or fai to comply ~h rules and regulations promulgated by the General Land 01ftce, the School 
Land Board, or the Railroad Commission, or ff Lessee should refuse the proper author~ access to the reconll per1alnlng to operations, or K Lessee or 
an authorized agent should knowingly fail or refuse to give correct infOtmalion to the proper authority, 01 knowingly fall or refuse to furnish the General 
Land 01fiC9 a correct log ol any wen. or a Lessee shall knowingly violate any ol the material provisions of this lease, or ff this lease is assigned and the 
assignment Is not filed in the General Land OffiCe as required by law, the rights acquired under this lease shan be subject lo forfeiture by the 

••• • • • ••• 
• 

.... 
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Commissioner, and he shall forfd same when suffiCiently Informed d the facts which authorize a forfefture, and when forfeited the area shall agaV1 be 
subject to lease under the terms d the Relinquishment Act. However, nothing herein shal be construed as waiving the automatic: termination d this 
lease by operation d law or by reason d lillY special linbtlon aris ing hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights d another interv- upon satisfactory evidence to the Commissioner d the G-.al Land Offoce d future c:omplianc:e wkh 
the prOYisions d the law and d this lease and the rules and regulations th.t may be adopted retathle hereto. 

33. L IEN. In ac:cordanc:e with Texas Natural Resources Code 52.136, the State shall have a fnt lien upon al oil and gas produced from the 
area covered by this lease to secure payment d an unpaid royalty and other sums d money that may become due under this lease. By ec:c:eplance d 
this lease, Lessee grants the State, In add~lon to the lien provided by Texas Natural Resourc:es Code 52.136 and any other appllc:able statutory lien, an 
expreas contractual lien on and security Interest In d leased minerals in and extracted from the leased premises, all proceeds which may ac:crue to 
Le&aee from the sale d suc:h leased minerals. whether suc:h proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used In connection wkh the produc:tion or proceulng d such leased minerals In order to secure the pavn-t d au royalties or other 
amounts due or to become due under this lease and to secure payment d any damaves or loss that Lessor may suffer by reason d Lessee's breach ol 
any covenant or condition of this lease, whether express or inplled. This Uen and security Interest may be foreclosed w~h or without court proceedings In 
the manner provided In the nte 1, Chap. 9 d the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record suc:h Instruments as may be reasonably necessary to admowtedge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relatklg to Leuee'a actlviU. upon the aboV&-desc:ribed property or from Leuee's acquisition d this lease. 
Should the Commissioner 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 un4ize the royalty Interest d l he owner d the soil under this lease wkh any other 
leasehold or mineral Interest for the exploration, development and production d oil or gas or e~her d them upon the same terms as shall be approved 
by the School Land Board and the Commissioner d the General Land Offlc:e for the pooling or unitizing d the Interest d the State under this lease 
pursuant to Texas Natural Resoun:ea Code 52.151-52.154. The owner d the soil agrees that the inclusion d this provlllon In this lease satisf191 the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEM NITY. Lessee hereby releases and discharges the State of Texas and the owner ol the soil, theif olf1Cer1, employees, partners, 
agents, conlractors, subcontractors, guesls, Invitees, and lhtlr reapec:tlve suc:c:easors and assigns, d and from aa and any actions and causes olac:tlon 
of every neture, or other harm, including environmental harm, for whk:h recovery of damages Is sought, including, but not tmked to, al losses and 
expenses which are caused by the activities d Lessee, ks olfocers, employees, and agents arising out d , Incidental to, or resultong from, the operations 
d or for Lessee on the leased premises hereunder, or that may arise out d or be occ:Mioned by Lessee's breach d any d the terms or provisions d this 
Agreement, or by any other negligent or strictly Wable ad or omission d Lessee. Further, Lessee hereby agrees to be iable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner d the soil, their offiCers, employees and agents, their suc:c:essors or assigns, against any 
and aU claims, liabilities, losses, damages, actions, personal injury (Including death), costs and expenses, or other harm for which recovery of dam ages 
Is sought, under any theory including tort, contract, or strict ~abUity, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or in any way related to Leasee's failure to comply wkh any and d environmental laws; those arising 
from or In any way relaled to Lessee's operatlons or any other d Lessee's activities on the leased premise&; those arising from Lessee's use d the 
surfaced the leased premises; and those that may arise out d or be occasioned by l.e&see's breach d any d the terms or provisions d this Agreement 
or any other act or omission d Lessee, u directors, offiCefl, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective suc:c:essors and assigns. Each assignee d this Agreement, or an Interest therein, agrees to be i abte for, exonerate, Indemnify, defend and 
hold harmless the Stated Texas and the owner d the soil, their officers, employees, and agents In the same mannef provided above in connection wdh 
the actlvttlea d Lessee, b offiCerS, employee&, and agents 81 de&c:rlled above. EXCEPT AS OTI£RWISE EXPRESSLY LIMITED HEREIN, AU. OF 
THE INO£MNITY OBUGATIONS AHO\OR UABIUTlES ASSUIIIIED UNDER THE TERMS OF THIS AGREEMENT SHAll BE WTTHOlJT UMfTS AND 
WTTHOlJT REGARD TO THE CAUSE OR CA USES THEREOF (EXCLUDING PRE-a1STING CONDmONSj, STRICT UABIUTY, OR THE 
NEGLIGENCE OF A~ PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Leasee shall use the highest degree d care and al reasonable safeguards to prevent contamination or 
pollution d any environmental medium, Including soil, 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 -te, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives. toxic: materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· is defined In the Comprehensive Environmental Response, Compensation and Uabll~y Act 
(CERCLA), -42 U.S .C. Sec:tlons 9601, et seq.), or toxic: substances under any federal, state, or local taw or regulation ("Hazardous Materials1. except 
ordinary produaa canmonly used In connectJ6n wkh ollllld ga exploretlon and developrnenl ~allons and stored In the usual manner and quantltlel. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHAll CONSTfT\JfE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHAll INO£MNIFY, HOLD HARMLESS A ND DEFEH O THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
A~ CLAIMS, DAMAGES, J UDGMENTS, PENALTIES, LIABILITIES, 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 ABOlJT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR A~ SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY Tt£ PRESENCE OR RELEASE OF AK'f HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOlJT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF Tt£ LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPUCABLE LAW. THIS INDEMNIFICATION AND ASSUIIIIPT10N SHAll APPLY, BUT IS NOT LIMITED TO, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUA NT TO CERCLA OR A K'f OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHAll IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF A~ 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 A~ REASON, OF THIS AGREEMENT. 

37. APPUCABLE LAW. This lease II issued under the provisions d Texas Natural Resources Code 52.111 ttvough 52.190, c:ommonly 
known • the Relnqullhmenl A.c:t. and other applcable slatutea and ~ therelo, and 1f any provioion In this ~a doea not conform to U..e 
staMes, the alatltes \Oil prevail ovet any nonconforming lease provisions. 

True and Correct 
copy of 

Original filed in 
R <Nes County 

Glerks Office 
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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 Oflic:e 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 sha~ be the date found on Page 1. 

39. LEASE AUNG. Pursuant to Chapter 9 of the Texas Bus"-s and Commen;e Code. this lease must be filed of record In the oflice of the 
County Clerlt In any county In wtlich an or any part of the leased pnamises is loc:aled, and certified copies thereof must be filed In the General Land 
Oflice. Thill lease Is not effectllle until a certified copy of this lease (which is made and certified by the County Clerlt from his records) Is filed In the 
General Land Oflice In aa:ordance with Texas Natural Resources Code 52.183. Additionally. this lease shah not be binding upon the State unless~ 
recites the act)lal and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany audl certified oopy to the General Land Oflice. 

40. Rentals in the amount of 1U..14 for years two and three of this lease have been prepaid. One half ( 112) of this amount has been paid to 
the lessor and one half (112) has been paid to the STATE OF TEXAS. Rental for the fourth year In the amount of$~ has not been paid and if 
the fourth year rental is not paid then this lease will expire. One half (112) of the fourth year rental wift be paid to the less« and one-half (112) ~ be 
paid to the State of Texas. Rental for the fifth year Is indudled In the fourth year rental and If the fourth year rental is paid. then no additional rentals are 
due under this lease. 

-41. See " AODEDNDUM TO LEASE" for additional provisions 

Lessee 

CHESAPEAKE EXPLO PARTNERSHIP, 

Chesapeake Operating, Inc., General Partner 

Title:-------------

Date:--- ------

STATE OF TEXAS 

By: Cydney H Shepard, President 

Date: _ ________ _ 

On"':nal. filed in 
heevos County 

Ctetks Office 
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STATE OF OKLAHOMA (CORPORA TtON ACKNOWLEDGMENT) 

STATE OF _ _j[i:_;:ua_=:_S':....._ __ _ 

COUNTY OF "['radd/S 
BEFORE ME, the undersigned authority, on this day p«Sonally appeared Cvdney H Shepard President of RC Starr LLC General partner on behaff of 

H-S Minerals and Reany Ltd on behaff of said partnershiP known to me to be the p«SOO whose name is subscribed to the foregoing Instruments as 

end acknowledged to me that he executed the same for the purposes end c005ideretion therein expressed 

Given under my hand and seal of otfoce this the ..!2!3...._ dey of Febru9ftd 20J2l. • 

~~ 
N~~Pu~c~aod~~~~--~~~~~~~~~~~~~ 

-~~~Q:::;:: w '·\ •. 

\~.rl MYCOiol.'oliSSIOOEXPIRES ~ 
.. :~~:.o,:#i May 9, 2009 ~ 
• ... :--:..7· ~..s-· ~~,.....,-.. r""C" t-·· 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Ofhce 

.J 
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ADDENDUM TO LEASE 

AtiJicbed to and made a pa rt of tbat certain Oil and Ga~ Lease dated January 22, 2007 by and between tbe STATE OF 
TEXAS, •ID& by .. d di,.,.P its •ce•t, H-S M'-crals .. d Rutty, Ltd, By: RC Starr, LLC, General Psrt.er, By: Cydney H 
Sbcpard, Preside at, Ow.er of tile Soil, a ad Cloesapnke Exploratioa Limited Partoenbip, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that: 

~.· 

I. Lessee shall not use any existing water, whether from wells, tanks, ponds or reservoirs, from Leased Premises without prior 
written oonsc:nt of Lessor as owner oftbe surface estate. Lessee, its successors and assigns, may itself driU a water well and 
then use the potable water from that well for drilling operntions that are conducted on the Leased Premises or lands pooled 
therewith. However, Lessee shall bave no right to the use of potable water from tbe Leased Premises for water flooding or 
secondary recovery operations without the prior written consent of Lessor as the owner of the surface estate. In tbe event 
Lessee drills a new well and encounters non-potable water which is certified as not su itable for human, animal or agricultural 
use, Lessee may use same for its drilling, water Oooding or secondary recovery operations. Lessee may not drill a new well 
within 500 feet of an existing water well located on tbe leased premises without Lessor's prior written consent. In the event 
lessee drills a water well on the Leased Premises and completes its use of same, upon termination of Lessees use of said 
water well, Lessee will give Lessor a thirty (30) day written notice as to Lessee's intention to plug and abandon said water 
well. Lessor may during said thirty (3) day notice period, provide to Lessee a written request as to Lessor' s election to take 
over the ownership of said water well and in such event, Lessee agrees upon receipt of written request by Lessor to transfer 
said water well to Lessor as owners of the surface estate, upon Lessee's execution of a written transfer instrument that 
includes Lessor's agreement to accept tbe water well ' AS IS' without any warranty and Lessor's agreement to assume all 
rights, respons ibilities and liabilities, if any, for the operation and maintenance of said water well, including but not limited to 
plugging oftbe well in accordance.withany·regulations of applicable governmental agency or agencies. 

2 . Lessee is granted the right to use existing roads on the leased"premises for ingress and egress, and to the extent such roads are 
used by Lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and effect. 

4. Lessee shall noti fy Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the leased premises. 
5. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as Lessor's 

property at the expiration of this lease. 
6. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surfuce of the ground. 
7. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 

this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the Owner oftbe Soil. 
8. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those structures 

which are reasonably necessary for production facilities or tank batteries sball be erected on the surmce oftbe leased 
premises. 

9. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to notify 
owner of the Soil in writing if fresh water is encountered during drili:Og, or if a fresh water formation is penetrated. 

10. Lessee shall maintain all drill sites and other ponions of the surface used or occupied by lessee, its successors or assigns, free 
and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional damage to 
Owner of the Soil, other land, and crops. 

II . Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or 
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish thereon. 

12. ln the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon the 
abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by Lessee as nearly as 
reasonably possible to its former condition at the cost and expense of Lessee, it being the intention of the parties hereto that 
Lessee shall restore the surface to as nearly the stale that it is in at the time of execution of this lease. 

13. If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with a 
copy of any such document. 

14. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or assigns 
shall be prohibited from carrying or transporting firearms of any type upon or across the herein described premises. 

I 5. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property 
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee bas finished with the use 
of the area where such structure, equipment and property are placed. After thirty (30) days written notice to Lessee by Owner 
of the Soil, any such structure, equipment or property left on the lease premises by Lessee after the ninety (90) day period, 
shall a1 Lessor ' s option, become the property of Owner of the Soil. Lessee shall properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Railroad Cornmissioo of Texas, the Texas Natural Resources 
Conservation Commission cr other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surfucc.. 

Jriginal filed in 
R"eves C"o 11ty 

Clerks Office 
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· 16.' 'After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 
· in this lease to the contrary, no portion of this lease will terminate if Lessee continues to drill a well (or wells) anywhere on 

the leased premises with no more than one hundred and eighty (1 8(') days between the release of the drilling rig on one well 
and the commencement of actual drilling uperations on a subsequent well (hereinafter referred to as" continuous drilling"). 
Upon the cessation of continuous drilling this lease shall terminate in accordance with the other relevant provisions herein. 
u; however, Lessee bas fi led with the Texas Railroad Commission, no later than sixty (60) days prior to the expiration of the 
said 180-day period, all requisite applications to drill the next well in the continuous drilling program, and Lessee is unable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such additional 
t ime as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well. 

17. In the event that Lessor should own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amount paid herein for such lost interest 

~ 110 . 2561 

Record .s>~ ;;, ,,, ,.n ~~. 

!r'IC. Chcsz.;-,• , · ~ 
p . 0. lJox , b-!'>1' 

Oklahoma CiLy, OK 73154 

- __, 
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STATE OF TEXAS 
COUNTY OF REEVES 

. ,. 
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Certified Mai l #7007071 0000053801953 
March 16, 20 10 

C hesapeake Exploration Limited Partnership 
PO Box 18496 
Oklahoma City, OK 73 154-0496 
Attention: Land Department 

RE: MF 108252, Blk 57, Public School Land urvey, ec 5: All except W 80 ac and 245 ac of E 560 
ac, in Reeves Co TX 
5 Leases from the Hill family entities as Agent fo r the State of Texas 

Ladies and Gentlemen: 

Our records indicate that the referenced leases have terminated for failure to pay the fourth year delay rentals 
due on or before January 22, 20 10. 

According to our fil es, you are the record Lessee under these leases. Pursuant to the Texas Administrative 
Code, we request that you file with this office a recorded ori ginal or certified copy of a Release of these State 
Oi l and Gas Leases along with a processing fee of $25.00 per document to be sent to the attention of Beverly 
Boyd. 

You have 30 days fro m receipt of this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
30-day period, the mineral file shall be endorsed " terminated." 

Any well on the 315 acres should be plugged and abandoned in accordance w ith Rail road Commission Rules 
and Regulations. The General Land Office will actively oppose any action to avoid or postpone compliance 
w ith these requirements. 

If you have any questions regarding this assessment, yo u may contact me at the phone number below. 

Yours truly, ( 

~l;tV~ ~ -t-/0y_{A,;~,_;/~ 
Harriet Dunne, CPL 
Mineral Leas ing, Energy Resources 
5 12-475-1579 
5 12-475-1543 (fax) 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

www.glo.srate.tx. us 



Date Filed: 3j/le,/; (J 

Jerry E. ~n, Commissioner 

Rv------~~------------
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FILE I Ll82 
RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
) ss 

COUNTY OF REEVES ) 

CHESAPEAKE EXPLORATION, L.L.C ., successor by merger to Chesapeake 

Exploration Limited Partnership, whose address 1s P. 0 . Box 18496, Oklahoma C1ty, 

Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its nght, title 

and 1nterest in and to that certain Oil and Gas Lease located in Reeves County. Texas, 

and described as follows: 

LESSOR: 

LESSEE: 
DATE· 
RECORDED: 
DESCRIPTION: 

STATE LEASE#: 

State of Texas, acting by and through its agent. H-S Minerals and ) 
Realty, Ltd, By: RC Starr, LLC, General Partner, By: Cydney H 
Shepard, President 
Chesapeake Exploration L1m1ted Partnership 
January 22, 2007 
Vol. 766. Pg. 303, Entry 2561 
Block 57, Public School Land Survey 
Section 5: All , except the West 80 acres and the North 245 acres of 
the East 560 acres 
MF108252 

IN WITNESS WHEREOF, the undersigned owner and Lessee has s1gned th1s 

instrument this I GiVJ day of lVl a VG \1) ' 2010 

CHESAPEAKE EXPLORATION, L L.C , 
an Oklahoma li/1llty company 

By: //-2 
Henry J. Hood .~r Vice Pres1dent­
Land and Legal & General Counsel 

STATE OF OKLAHOMA 
ss: 

COUNTY OF OKLAHOMA 

This instrument was acknowledged before me on th1s Jfri1:l day of 
\'f\WY( h , 2010, by Henry J. Hood, as Sen1or Vice President • Land and Legal 

& General Counsel of Chesapeake Exploration, L.L.C. on behalf of sa1d hm1ted liability 

company _lv.,N_>£{A t1 J.J::£ 
My Comm1ssion Expires· (\ Cl, }l't>/ \\ 
Commission Number: 0 1D§:bi l 'l) \ 
W IPerm•an_Soothllevescy\ReleasesiTX 1992161-004 doc 

FILE I 1 182 

t'-!otary Public 

'''"'"""''''' ~''''~\:. RA W~'''''' 
I ~~o'f~~)\l<l' \ 
f ( -~ 07009181 ~ 
~ \ EXP. 0912811 1 @ 
~~\ I ~g 
%-9>-;-.~~~/ ~Of 

~,,,,, OF 0~'-\_,,,'' 
1111/llllltH ~\\\\\ 

FlLED FOR RECORD ON THE 12TH DAY OF APRIL 4 26 .....;:=.::=:__ ____ A. D. 2010 : P M. 

D~~ED Ofh\; J41lf DAY OF __ AP_ Rl_L=---- --·A.D. 2010 9 : 00 AM. 

sl.LlJJl.f,Q~f A~ , DEPUTY DIANNE o. FLOREZ, COUNTY CLERK 
REEVES COUNTY , TEXAS 

-

True and Correct 
copy of 

Original fi1ed ·n 
vos c 

Cl~rk ff c 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng IS a full, true and correct photographJC copy of the 
ong111al record now 1n my lawful cuslody and possess1on, as the !iM1e is 
filedJrecorded In the public records of mLQ!!!ce, found In vo~. 
PAGE __)j)_g THRUXXXX . OJ<YlCIAJrntljifflS" 

.~·'¥F.'oJ.'•.. I hereby certified on __ 04/19 / 2 0 l_Q_ 
!'~ ~ ~ .... 

[;. ·~\ DIANNE 0. FLOREZ, COUNTY CLERK \.. ~~rnn~ 
DALIA NDO 

- .. . ,. 4 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
) ss 

COUNTY OF REEVES ) 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake 

Exploration Limited Partnership, whose address is P. 0 . Box 18496, Oklahoma City, 

Oklahoma. 73154-0496, does hereby release, relinquish and surrender all its right, title 

and interest in and to that certain Oil and Gas Lease located in Reeves County, Texas, 

and described as follows: 

LESSOR: 

LESSEE: 
DATE: 
RECORDED: 
DESCRIPTION: 

STATE LEASE #: 

State of Texas, acting by and through its agent, Dorothy Jean 
Keenom as sole trustee of the Thomas Hill Puff Trust and the Nancy / 
Puff Jones Trust 
Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 769, Pg. 72 
Block 57, Public School Land Survey 
Section 5: All, except the West 80 acres and the North 245 acres of 
the East 560 acres 
MF108252 

IN WITNESS WHEREOF, the undersigned owner and Lessee has signed this 

instrumentthis \Orb dayof M(A.v'Ch ' 2010 

CHESAPEAKE EXPLORATION, L.L.C., 
an Oklahoma limited lia9iJity company 

~~ 
/ _,.,..;:;--

By: ~ 

Henry J. Hood, Senior Vice President­
Land and Legal & General Counsel @ 

CJ; 
STATE OF OKLAHOMA 

ss: 
COUNTY OF OKLAHOMA 

This instrument was acknowledged before me on this JO..th day of 
Mo.x c'n , 2010, by Henry J. Hood, as Senior Vice President- Land and Legal 

& General Counsel of Chesapeake Exploration, L.L.C. on behalf of said limited liability 
company. () . n ~ 

( ~'-1) ... C\AI~ 
Notary Public 

My Commission Expires: 0~ hj,.~ J I \ 
Commission Number: 61 00 I l 
W IPemuan_South\levescy\ReleasesiTX1992161.001 .doc 

FILE I 1176 

iX'II'ROVISIOII HIP.~ WH!".H RrnRIGTS TH< SAlE, ROO/fl. 
Oil USE Of !HE DfSC!\'.BEO REAl fl!OPEir!Y lliOOISE Of COUll! 
011 ~ IS IIIVAUO NallJIIDifQ'.cwll.E U110t11 fEOOIAI. 
1M 

FILED FOR RECORD ON THE 12TH DAY OF_A..,P ........ R .... T...,.J.'------- ·A.D. i OlO 4 . 26 p M. 

D~:~ED~~ DAY OF__,AP=....RIL~.,__ _____ .A.D. 20l0 9 :00 A M. 

B~ l0_______jtu:1i , ,DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg is a full, true and correct photographiC copy of the 
original record now in my lawful cuslody and possess1on, as the same is 

~!~~ecor~~§~~~0u~s 0~ MC£d~lYn \9o*k· 
RECORDS 

4~ l herebycertifiedon___j)4/ 1 9j2QJ Q__ 
··~"' ~';!!-. {::; 1't:\ DIANNE 0. FLOREZ, COUNTY CLERK 

\, c ~t ·~i~EPUTY 

~ ..-- .. 
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April 29, 2010 

VIA OVERNIGHT COURIER 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress Ave. 
Suite 935 
Austin , Texas 78701-1495 

Re: Filing of Release of Leases 
16 Leases 
Reeves County, Texas 

Dear Ms. Boyd: 

. . 

Rebecca Young 
Asststant Landman 

Enclosed please find certified copies of recorded Release of Oil and Gas Leases 
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C. 
desires to fi le these Releases with the General Land Office. 

Also enclosed is Chesapeake's check number 1279657 in the amount of $400.00 
which represents the required filing fee of $25.00 per state lease ($25.00 X 16 state 
leases= $400.00). 

Should you have any questions in this regard , please call me at (405) 935-4344. 

Sincerely, 

apeake Exploration, L.L.C. 

e~~ny-
sistant Landman 

Enclosures 

C hc apcakc Energy orpo ra tion 

P.O. Box 18496 • Oklahoma Cny, OK ~3 154-0496 • 6 100 . \XIesrern Avenue • Oklahoma C1ry, OK -31 18 
405.935.4344 • fax 405.935 .4 25 1 • beckr.young@chk.com 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 
) ss 

COUNTY OF REEVES ) 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake 

Exploration Limited Partnership, whose address is P. 0 . Box 18496, Oklahoma Ctty, 

Oklahoma. 73154-0496, does hereby release. relinquish and surrender all tis nght, Iitie 

and interest 1n and to that certain Oil and Gas Lease located in Reeves County, Texas . 

and described as follows: 

LESSOR. 

LESSEE. 
DATE: 
RECORDED: 
DESCRIPTION: 

STATE LEASE #: 

State of Texas, acting by and through its agent. Htlt Trusts. agent for 
the MSW Revocable Trust, Michael S. Waltnp, Trustee. MLH 
Revocable Trust, Margery L. Hanna, Trustee and Waltnp Manta! 
Trust, Kenneth Waltrip, Trustee 
Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 766, Pg. 281, Entry 2559 
Block 57, Public School Land Survey 
Section 5. All , except the West 80 acres and the North 245 acres of 
the East 560 acres 
MF108252 

IN WITNESS WHEREOF. the undersigned owner and Lessee has stgned thts 

instrument this l 0 fu day of M OJ{ ( \,t) , 2010 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA 

CHESAPEAKE EXPLORAU ON. L L C . 
an Oklahoma limtted hab!fftY company 

/ 
r ·· 

By: ~ ~ 
Henry J. Hood. S 10r Vtce Pres1dent -
Land and Legal & General Counsel 

ss 

p , 

Thts instrument was acknowledged before me on this J..ru:h day of 
l'AUXO{) , 2010. by Henry J. Hood. as Senior Vice President - Land and Legal 

& General Counsel of Chesapeake Exploration, L.L.C. on behalf of satd ltmtted habthty 

company. U.!JN ~--
Notary Public 

My Commission Expires: 0~1.'0 ~\L_ ,,,,,,u~u,,,,1111 
l /'~01~, iJI \ 

Commission Number: ()]o __ \ ~ _ k~! .. .., ... ~~v~~% 
WIPermtan_Sooth\levescy\ReleasesiTX1 992t6t.002 doc f 1 • 07000101 ~ 

~ ( EI{P, ®128111 ~ 

FI LE I 1 377 

~~ ,fg 
\;>~ ~~~of 

~,~ 0t!t Q.~t' ~" 
'''II'''IIIIIHI-.'~'~' 

fiLED FOR RECORD ON TB.E 30TH DAY or_ ..... AP~R....,I....,LL_ ____ A.D. 2010 J : 16 p M • 

or,w~ED Om~ 5If! DAY or ___ HA_Y _ ____ _:A.D . 2010 9:00 AM. 
BUUUl/) ~tuit ) ,DEPUTY DWOO: 0 . FLOREZ, COUXTY cuu 

R.KEVES COUXTY , TKXAS 

1 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng is a full. true and correct photographic copy of the 
ong1nal record now 1n my lawful custody and possession, as the same is 
filed/re~r1 'n the P'ftftrds of !llW'!<l'CfQ!J~dTin VOL. 842 . 
PAGE~ THRU .U 1. J.Jllit8ID:i~C 

, .... (m~-..~ 1 hereby certified on _2.16/2 0 10 
~· "' ,. ""t'·~~~ 

{ ' ·~~ DIANNE 0. FLOREZ, COUNTY CLERK 

I ~~~~ 

••• . 
••• 

• . ··· ~ • 

• ••• 
• 

• •• • • •• • 
• 

•• • .. . . 
• • •• 



May 26, 2010 

VIA OVERNIGHT COURIER 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress Ave. 
Suite 935 
Austin, Texas 78701-1495 

Re: Filing of 6 Release of Leases 
MF 108252, Section 5, Block 57 , PSL Survey 
MF 108253, Section 8, Block 57, PSL Survey 
MF 108254, E/2, Section 31 , Block 56, PSL Survey 
MF 108255, Section 44, Block 56, PSL Survey 
MF 105575, Section 2, Block 45, PSL Survey 
MF 105526, Section 14, Block 61 , Township 2, T&P RR Survey 
Reeves County, Texas 

Dear Ms. Boyd: 

Rebecca Young 
Asststallt L.mdman 

Enclosed please find certified copies of the above mentioned Release of Leases 
("Releases") located in Reeves County, Texas. Chesapeake Exploration, L.L.C. 
("Chesapeake") desires to file these Releases with the General Land Office. 

Also enclosed, is Chesapeake's check number 1294826 in the amount of $150.00 
which represents the required filing fee of $25.00 per Release. 

Should you have any questions in this regard , please call me at (405) 935-4344. 

Sincerely, 

Chesapeake Exploration, L.L.C. 

4:~~rtr 
Enclosures 

Chesapeake Energy orporation 
P.O . Box 184 96 • Okl.1homa ( Hy, OK -3 154-0496 • 6 100 N. \'('estern Avenue • O klahoma ( It \, O K - HI S 

405.935.4344 • fa x 405.935 .425 1 • hech.voung@chk.com 



Fi le No. (V\ f= /O'S 1. 5 Z... 

Da tc Fi lcJ: __ ___;:~=------z:...._-.:....1 D ____ _ 

Jerry E. I\ttrcrson, Comnuss10ner 

Ry ~i~J 


