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W ILLI AM A . CHAL FANT, CPL ' O fc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

CHALFANT PROPERTIES, INC. 

January 26, 2007 

Mr. Drew Reid 

1502 NORTH BIG SPRI NG 

P. 0 . BOX 3 123 

M ID LAND, TEXAS 79702-3 123 

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

RE: North 315 acres of South 560 acres Section 44, Block 56 
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 t wo 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 st11 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@chalfantproperties.com 

William A. Chalfant, CPL 

WAC/mkc 
enclosures 
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Transactim # 5582 

· ~ I , 

Lessor: H-S Minerals and Realty, Ltd . 

RAt REVIEW SHED 

Gaololjst: R. Widmayer 

LeasaData: 1/22/2007 

Lessae: Chesapeake Exploration Limited Partnership Acres: 315 

lfASE llll:ftllnDN 

Comty PIN# Base Ale No Part Soc. Diode Twp SUrvey 

u~ o 

REEVES 11$. () 07-104162 v 103579 N part of 44 56 00 PUBLIC SCHOOL LAND 

Abst# 
2714 

TERMIIFHRED TERMS RECMIIJIIIJ 

Prinary T 11'111: 5 years Prinary Term 5 years 

Boms/ A~ra: L_ $300.00 lmls/Acra $325.00 

Rental/ Acre: $1 .00 Roota/ Acre $1 .00 

Roy~: 22.5% Royalty 1/4 

CDMPARISINI 

MF# LIISS88 Date Term Boous/Ac. Roota/Ac. Roy~ llstD:e 

f1 OD 

CotmlOOtS: 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. 

A~m~vlll: <?A~ 2 t/'3 -07 

Tuesday, February 13, 2007 

Last L83S8 

Adjacent West 



QUISHMENT AC'f I~EJ\SE ~PLI<?ATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director ofMineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chesapeake Exploration Limited Partner 

Prim. Term: 5 years Bonus/ Acre 

Royalty: 114 Rental/Acre 

Consideration 

Recommended:?A~ 
Not Recommended: ----

Date: 2. · 1J ·07 

DATE: 

County: 

$325.00 

$ 1.00 

13-Feb-07 

REEVES 

Comments: A total of 4 undi vided leases in this fi le. 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. 

~aseForm 
Recommended: ----
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: t? -L-tG 
Not Recommended: ----

Bill Warnick, General Counsel 

Recommended : ~~~~J 
Not Recommended: ----

Lany La ine, Chief Clerk 

Approved: ~ 
Not Approved: ___ _ 

ner 

Date: l, /z_o /u1 
---''-----'-'----

Date: 

Date: --'~'+1-1-f-"'-P--~-/ o=--71-----

Date: - -----

Date: 
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CHESAPEAKE OPERATING, INC~ 
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008019 TX GE ERAL LA D OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

792609 07/26/07 0726078 

07048337 No. 835397 

DESCRIPTION OR 
GROSS AMOUNT DISCOUNT NET AMOUNT , 

DIXIE LAND LSE BNS )\ 8,922.85 

11J 

\ 

** TOTAL FOR CHECK 8,922.85 



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: 

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. 835270 in the 
amount of $13,928.36 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. 

Re ecca Young )2/,1./,16 
S nior Land TecU::nv ' ( 
Enclosures 

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

Chesapeake Energy Corporatio n 
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CHESAPEAKE OPERATING, INC J 
008019 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

754305 0411 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 
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August 3, 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 
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.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 call Ch ris 
McClaine at (405) 767-4808. 

Enclosures 

W:\Perm1an_South\Young\Letters\GLO Letter State Leases 20070803.doc 

Chc apcakc Energy Corpora tion 
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CHESA PEAKE OPERATING, INC / No. 835153 

008019 TX GENERNL LANb OFFICE 

VOUCHER INVOICE INVOICE DESCRIPTION OR 
NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT NET AMOUNT 

771062 04/10/07 041007A VARIOUS/ J HILLNG LATIMOREIH 308,405.93 
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** TOTAL FOR CHECK ~ / 308,405.93 
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August2, 2007 

VIA OVERNIGHT MAIL 

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

Re: Relinquishment Act Leases 

I • 

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\Perrman_South\Young\Letters\GLO Letter State Leases 20070802 doc 

Chc~apca l..c Encrg) Corporation 
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CHESA PEAKE OPERATING, INC V 
008019 TX GENERAL LAND OFF ICE 
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INVOICE INVOICE 

DATE NUMBER 

04104/07 040407 
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No. 835238 
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GROSS AMOUNT DISCOUNT NET AMOUNT 
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August7, 2007 

VIA OVERNIGHT MAIL 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin , TX 78701-1 495 

Re: Thomas Hill Puff Trust and Nancy Puff Jones Trust 
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 

Chc>apcake Energy Corporation 
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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: 

Permi a n South Land Depa rtment 

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 

C hesapeake Energy Corporation 
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<>ene~l l and Office 
Relinqui~men~Act l ease Fonn 
~evlsea, September·1997 

~ustin, \!Cexas 

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, Hill Investments, Ltd., By: Casody Enterprises, LLC, General Partner, By: Alan M. Hill, President and Agent for the State of 

Texas of PO Box 1568, Cedar Park, TX 78630 

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 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 56, Public School Land Survey 
Section 44: North 315 acres of the South 560 acres, described in Warranty Deed from Gee. 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 763, Deed Records of Reeves County, Texas 

Containing, ___ ~3.!.:15"----- 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 l 

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

Dollars ($ 1.066.41 l 

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 ( 5 l 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 Ar other authori7.ed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

• • 

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

• • • • • 



~- 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 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 soil :. _________________________________________ _ 
(Dollars $. ________________ ___.) 

TotheStmeofTexas: _______________________________________________________ _ 

(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 
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 ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) 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, d istillate, 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 fifty 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 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 1/4111 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 ROYAL TV. 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 . 

• • • • • . 
• • • • • 
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.' 

. 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 
Commis-sioner of the General Land Office may, at the option of either, upon not les.s than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the 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, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. 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 undertying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on t he 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 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 fum ish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves undertying 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 of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by 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 fi lings 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 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 "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 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 additional drilling or reworking 
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• operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent 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 p~yment 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 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 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 and/or 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, 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 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 time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, 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 (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 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 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 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 (1/2) 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 (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which lessee is then engaged in continuous 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 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 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 <;IS to all depths below 100 feet below the total depth drilled {hereinafter "deeper depths") in each well located on acreage retained in 

' Paragrap~ 16 {A) above, unless 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 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 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 WEUS. 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 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. 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 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 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 {1/16) 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. 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. 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 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. Wrthout 
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 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 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 120-day period. However, Lessee may not remove ca.sing 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, induding 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 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 Clerlt 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 Stale'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 shall be subject to forfeiture by the 
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- Co.rnmissioner, 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 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 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 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, 
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 HEREIN, 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-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. 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 PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES 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 DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFlCATION 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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• • • 
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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 Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 

· of this lea.se 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 not effective 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$ 13.12 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 (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 

Lessee 

CHESAPEAKE EXPLORA TIO 

esident- Land and Legal and GeneraiCounsel 

Chesapeake Operating, Inc., General Partner 

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

Date: _ ________ _ 

By: Alan M, Presi, 

Date: .3-d.2- '0 7 , 

• • • • • • • • 
• • • • • 

• • • • • • 
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. STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

·COUNTY OF .,.0"-'K""LA'-"H'-"O""MA=----

. This instrument was acknowledged before me on the is P.ay of _,.~~-1£.----
Presiden - land nd l al & General Counsel of Ches ake 0 ratin 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Alan M Hill. President of Casody 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 t~ day of 

MIS'TY LEA JONES 
MY COMMISSION EXPIRES 

June5,2010 

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

• • • • • 

~~s~ 
Notary Public in and for (J 



\ I ADDEN DUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE O F 
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 Pamtersbip, 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 
wrillen 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 we ll 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 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 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 of 24 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 facilities 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. 

I 0. 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. 

II . Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its s lush, 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 II and level off all slush pits and cellars and completely clean up the drill s ite of all 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 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 shall restore the surface to as nearly the state 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. 

15. Weather permitting, Lessee shall remove from the herein described premises any and a ll 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 Soi l. Lessee sha ll properly plug all wells drilled by Lessee on 
the leased premises in accordance with the requirement of the Rai lroad 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 s ix (36) inches below the surface . 

• • • • • • • • • • • • • • • • • • • • • • ! • • • • . 



.. 
16. After the expiration of the primary term, and not withstanding paragraphs 16 (A) and 16 (B) above and any other provision 

in·thi~ lease to the contrary, no portion of this lease wi ll terminate if Lessee continues to drill a well (or wells) anywhere on 
the ieased 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. 
lf, however, Lessee has 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 dri ll ing program, and Lessee is unable to 
proceed with drill ing 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. 

/!)
jbfi~ o{ Record 
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ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

BEAR GRAPHICS. INC. 

r 
r' ''11 . • 

_. ·'-·' I ' •· . 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this instrument with its certificates of authenticity was FILED on the 
date and at the time stamped hereon and was duly RECORDED in the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as indicated. 

---=.O::..PR=--- VOL. 7 6 9 PAGE __ 1_3_8 _ __ DATE RECORDED 07/27/2007 

DIANNE 0 . FLOREZ, COUNTY CLERK 

REEV~S COUNlY, ~ -

By~ · ~V , Deputy 
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~; General L.and Office 
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~ Revised, Septeoo'nber 1997 
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~ustin, \!rexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 22nd 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 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 56, Public School Land Survey 
Section 44: North 315 acres of the South 560 acres, 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 763. Deed Records of Reeves County, Texas 

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

To the State ofTexas Eight Thousand Seven Hundred Eighty Seven and 85/100 

Dollars ($ 8.797.85 l 

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

Dollars ($ 8.797.85 l 

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

Dollars ($ 17,595.70 ) 

The total bonus consideration paid represents a bonus of Three Hundred Twenty Five Dollars (S325 00) per acre, on 54.140625 net acres 

2. TERM. Subject to the other provisions 1n this lease, th1s lease shall be for a term of FIVE ( 5 l years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either of them, 1s produced in paying quantities from said land. As used 
in th1s lease, the term "produced 1n paying quantities" means that the receipts from the sale or other authonzed commerc1al use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

True and correct 
copy of 
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. . 
•. 3: bELAY 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 
PARAGRAPH40 Bankat ________________________________________________________ ___ 

Or its successors {which shall continue as the depository regardless of changes in the ownership of said land), the amount speclfled 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 $ _________ --' 

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 
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 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 114th 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. 

(8) 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 {1 00%) 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 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 1/4111 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 sa le 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. True and Correct 
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. 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 

paymen\ of any royalties accru\ng 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 or the soil's or the Commissioner or 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, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share or 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 t he 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 or royalty on production or 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 or the second month succeeding the month or production, and royalty 
on gas is due and must be received in the General Land OffiCe on or before the 15th day or the second month succeeding the month or 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, 
• • • l"eeords or reports confirming the gross production, disposition and market value including gas meter read ings, pipeline receipts , gas line receipts and 

• • • • other checks or memoranda or amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
• • •• .;..hich the General Land OffiCe may require to verify the gross production, disposition and market value. In all cases the authority or 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 

•. • •• ~is 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 or 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 Larld 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 or the General Land OffiCe 
with its best possible estimate or 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 arid 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 or the General Land OffiCe, the 
Attorney General, the Governor, or the representative or any or 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, 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 or the surface casing to 
the total depth or well, or all wells drilled on the above described premises and shall transmit a true copy or the log or each survey on each well to the 
General Land OffiCe within fifteen (15) days after the making or 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 hereor and prior to discovery and 
production or oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereor and after the discovery and 
actual production or oil or gas from the leased premises such production thereor 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 w~hout further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quant~ies at the expiration of the primary term, Lessee may maintain this lease by cond ctil'lQ~ition.fll'~~lii\{1 ~ 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
ytell or any subsequent 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· paym~'nt 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 af completion af 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 af 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 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 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 workman like manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production af oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment af shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKI NG. If, after the expiration of the primary term, production af oil or gas from the leased 
premises, after once obtained, s hould 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 
af 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 
af shut-in oil or gas well royalties or payment af 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 Offtce within thirty (30) days af any cessation af production . 

• • 14. SHUT -IN ROYAL TIES. For purposes d this paragraph, "wen· means any well that has been assigned a well number by the state agency 
• • having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
• • • •maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
• • • • • .produced for lack of suitable production facilities or lack of a suitable market, 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 af 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 d the primary term, (2) 60 days after 
• • • the Lessee ceases to produce oi l 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 af 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 from the end af the primary term, or from the first day of the month following the month in which 

• • • p roduction 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 af 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 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 af 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 d the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (1/2) 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 th is 
lease. None of these provisions will relieve Lessee af the obligation af 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 af 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 d 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 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 af acres included in a producing pooled unit 
pursuant to Texas Natural Res ources Code 52.151-52.154, or (3) such greater or lesser number af acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations af the Railroad Commission af Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provis ions 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 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 af 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 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 
· fiJrther tl!rminate 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 (1/2) 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 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. W ithin 
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 n~ 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-<tescribed 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 

: • • undef 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 prevenled from complying w ith 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 

•. •. • ~xtended 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, n~hing in this paragraph shall suspend the payment of delay rentals in ordef 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 
•. • •• lh 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 Commissionef 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 intefest 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 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 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 on~sixteenth (1/16) 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. 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. 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. Wnhout 
ljmiting .ihe 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 d isposal to 
· recapiure 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 baHeries 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 slus h 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 flldures 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(Hlay 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. 

V . (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 d ivision 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 
• .. Ss 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 
• .... Vlis 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 

• • . • · ~riginallessee or any prior assignee of 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 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, admin istrator, 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 condit.ions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of 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 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 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 flied in the General Land Office within 90 days of the last execution date accompan ied 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 Offtee. 

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. T he 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 dri lling, 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 Off tee, 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 • ~ Hle subfectJto rlOJfe@ot he 
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: Commis~ioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
~ubject .to lease under the terrps of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic terminat ion of th is 
,lease.by oper'a1ion of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated befOI'e the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions ci the law and ci 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 th is 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 or 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 tt)e production 01' processing ci such leased minerals in Ol'der to secure the payment ci all royalties or other 
amounts due 01' to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reas on of Lessee's breach of 
any covenant 01' 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 01' perfect this lien. Lessee hereby represents that there 
are no prior 01' superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition or 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 
hel'ein. 

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 th is lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner or the soil agrees that the inclusion or this provis ion 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, 
• ••• •ggents, 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 d Lessee, its offiCei'S, employees, and agents arising out d , incidental to, or resulting from, the operations 
• •. • • tj or fOI' Lessee on the leased premises hereundel', or that may arise out d or be occasioned by Lessee's breach d any d the terms or provis ions d this 

• • • Agreement, or by any other negligent 01' strictly liable act or omission ci Lessee. Further, Lessee hereby agrees to be liable fOI', 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 

• • • • • rrom or in any way related to Lessee's operations 01' any other d Lessee's activities on the leased premises; those arising from Lessee's use d the 
surface ci 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 fOI', 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 HEREIN, 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-EXISTING CONDITIONS), STRICT LIABIUTY, OR THE 
NEGLIGENCE OF A NY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), W HETHER SUCH NEGLIGENCE 
BE SOLE, J OINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution d any environmental medium, including soil, surface waters, groundwater, sediments, and surface 01' subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shaD not bring 01' 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 01' 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 PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DIS POSAL 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 INDEMNIFICATION AND ASSUMPTION SHALL A PPLY, BUT IS NOT LIMITED TO, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURS UANT 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 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 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 tho General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 

• of,tl'\is lea5a 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 not effective 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 $108.28 for years two and three of this lease have been prepaid. One half (112) of this amount has been paid to 
the Lessor and one half ( 1/2) has been paid to the STATE OF TEXAS. Rental for the fourth year in the amount of$ 17,575.70 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 

Lessee 

CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, 

an Oklahoma limited pa 

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

Chesapeake Operating, Inc., General Partner 

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

Date: ___ ____ __ _ 

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

COUNlY OF 'OKLAHOMA I J .. M lh A • .. /. 

• This instrument was acknowledged before me on the is /,;2;_V""'Jay of ~2007, by Henry J. Hood. as Senior Vice 

President Land and Legal & General Coun~~~~ Operatina. Inc. as General Partner or Chesapeake Exoloration Limited Partnership on 

behalf of said limited partnership ;f-'"cF:.~·::t~u··2.~--{//'l.-, 
~ ,.,.«/, .• •· .... ~, eu--. 0 ~ 

.::: };</_.- ~~- '(1'·. ... 
.... '<I •Q 2 . ... 
§ Q: f<: # ()400728 \ -:: 
; \ t.~t' Sl' 210S ,( : :: 

~ (Jl 11'1 p..\'IO 0::£ j :: 
- •• :.>- R -<:--- .\.. -
~ \~J-. rO '?-/ "- ~ 
~ C' •• .... (2 OF 0-/-..~····· ~ ~: 

STATEOF ___ T_E_XA_S _____ "// 'S'I\.t ................. -C' •' 
//'' ~DIAN Ci \\'' ' ,,,, \\ 

''''1111111•'' COUNTY OF _ T_ARRAN ___ T ___ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Dorothy Jean Keenom sole trustee of the Thomas Hill Puff Trust and the 

Nancy Puff Jones Trust, on behalf of said trusts, known to me to be the person whose name is subscribed to the foregoing instruments~~~ 
acknowledged to me that~e executed the same for the purposes and consideration therein expressed. 

•• • • • • •• 
•••• • • •••• 
• 

••• • • • ••• 

• 
• •• • • • • •• 

Given under my hand and seal~ off tee this the 29 th day~ ___ J~a'-'-n;;..;:u;;.;:a:;.;r=-y...._ __ ~. 20_Q.l__ . 

JIMMIE l. HOOKS 
NOTARY PUBLIC 

~~ _AJ_T_a_r_· -~-a_n_t_~_C_o_u_n_t..:.y_T_e_x_a_s __ 

STATE Of TEXAS 
COMM EXPIRES 03-07-2010 
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ADDENDUM TO LEASE 

Attached to and made a part of that certain O il a nd Ga Lea e dated J a nua ry 22, 2007 by and between the STATE OF 
TEXAS, acting by a nd through its agent, Dorothy J ean Kcenom as sole trustee of the Thomas HiU Puff Trust and the Nancy 
Puff Jones Trust, Owner of the Soil, 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 rrom the Leased Premises for water Hooding 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 
wi thin 500 feet of an existing water well located on the leased premises without Lessor's prior written consent. ln 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 g ive 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 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 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 . 

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 noti fy Lessor a minimum of24 hours before cutt ing any new road, if necessary, into or on the leased premises. 
Lessee shaU insta ll 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 a ll 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 
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 successor s and assigns, shall not erect any build ing or houses on the leased premises and that only those structures 
which are reasonably necessary for production facilities or tank batteries sha U be erected on the surface of the leased 
premises. 
Lessee wi ll 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 rresh water is encountered during drilling, or if a rresh water formation is penetrated. 
Lessee shall maintain all dril l sites and other port ions 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 bui ld 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 till 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 restore the surface to as nearly the state that it is in at the time of execution of this lease. 

13. If a ll or any part of th is 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 fi shing 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. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment and property 
of every kiod and character placed by Lessee on said premises within ninety (90) days after Lessee has fin ished 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 l, 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 prem ises in accordance with the requirement of the Railroad 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 th irty s ix (36) inches below the surface. r J "'nd Correct 
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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 

· • i,n 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 prem i~es with no more than one hundred and eighty ( 180) days between the release of the driJJing rig on one well 

and the commencement of actual dri lling operations on a subsequent well (hereinafter referred to as "continuous drilling''). 
Upon the cessation of continuous drilling this lease shall term inate in accordance with the other relevant provisions herein. 
If, however, Lessee has filed with the Texas Rai lroad 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 drilling program, and Lessee is unable to 
proceed with drilling pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such adclitional 
time as may be reasonably necessary to obtain the authorization and thereafter spud the subsequent well. 

17. In the event that Lessor shouJd own a lesser interest or not have the right to lease the interest paid for herein by Lessee, 
Lessor shall reimburse Lessee for the amoi.IDt paid herein for such lost interest. 
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Gtntr-1 1 •nd Office 
.hllnquh hment Act L•••• Fonn 
Roviood . s.p!ombor 1997 

~ustin, 'm:exas 

OIL AND GAS LEASE -L 01 3 0 501 
THIS AGREEMENT Is made and entered Into this 22" day of January . 2007. between the State of Texas, acting 

by and through its agent. James Robert Hill. Individually. and Co· Trustee, Virginia Glenn Hill LaHimore, 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 Seyenth Street Suhe 1802 Fort Worth 

Texas 761 02-4772 

said agent herein referred to as the owner of the soli (whether one or more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, an 
Oklahoma limited partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 7315<4-0496, hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideralion of lhe amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, lhe State of Texu adlng by and through the owner of the soU, hereby grants. leases end lets unto Lessee, for 
the sole and only purpose of prospedlng and dolling for and producing on and gas, laying pipe ranes, building tanks, storing on and building power 
stations. te lephone lines and other structures thereon, 10 produce, save, take c:.~re of, treat and transport said products of the lease, the following lands 
situated In Reeves County, State of Texas, to-wit: 

Block 56, Public: School Land Survey 
Section 44: the North 315 acres of the Soulh 560 acres, as described In Warranty Deed from Geo P Hill, Independent Executor and Truslee under the 
Will of Houslon Hin, Deceased. et al. to Geo P Hill et al. dated 10/1/68, of record In Volume 288, Page 763, Deed Records of Reeves County 

Containlng ___ _.3,_t..,5'--- acres, more or less. The bonus consideration paid for lhls lease Is as follows: 

To l he State of Texas Twenty Five Thousand Five Hundred Ninetv Three and 75/100 

Dollars (S 25,593.75 l 

To lhe owner of the soil: Twenty Five Thousand Five Hundred Ninety Three and 75/100 

Dollars (S 25 593 75 l 

Tolal bonus consideration: Fifty One Thousand One Hu•dred Eighty Seven and 501100 

Dollars (S 51 187.50 l 

The tolal bonus consideration paid represents a bonus of Three Hundred Twenty Ejyo Dollars ($325.00) per acre, on ~ net acres 

2. TERM. Subject to the other provisions In this lease. this lease shall be for a term of FIVE ( 5 l years from 
this date (herein called 'primary term1 and as long thereafter as oil and gas, or either of them, Is produced In paying quantJiies from said land As used 
in this lease. the term 'produced in paying quantities' means lhat the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operellonal 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 terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his credit In the THIS IS A PAIQ UP LEASE· SEE 
PABAGBAPH40 Bank at ____________________________________________________ ___ 

Or its successors (which shall continue as the deposlory regardless of changes in the ownership of said land), the amount spec~fied below; in additJon, 

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 S 

To the State of Texas._: ----------..1 
(Dollars $. _________________ ---J 

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 temn All payments or tenders of rental to the owner of the soli may be made by check or sight draft of Lessee, or any asstgnee of th1s 
lease, and may be delivered on or before the rental pay date. If the bank destgnated In this paragraph (or Its successor bank) should cease to exist, 
suspend business, liquidate, faa or be succeeded by another bank, or for any reason fail to refuse to accept rental, Lessee shall not be held 111 defauh for 
failure to make such payments or tenders of rentals until thirty (30) days after the owner of the soil shal deliVer to Lessee a proper recordable tnstrumenl 
naming another bank as agenllo receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil andlor gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty provided for In 
this lease lo 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 Royally 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, es hereinafter provided, 
shall be 1/4th part of the gross production or the marltet value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Offtee, such value to be detemnlned by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, disUIIate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest marltet 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 011 
and gas separator of conventional type, or other equipment at least as effiCient, so thai all liquid hydrocarbons recoverable from the gas by such means 
w1ll be recovered. The requirement thai 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 prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (includtng flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as ollln subparagraph (A) above, produced from any well on said land (except as provided herein Wtlh respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4!h part of the gross production or the marl<e! v11ue thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on lhe highest marl<el 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 lhat 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 lor pressure according to Boyle's Law, and for spec1fic 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the tme of testing 

(C) PROCESSED GAS. Royahy on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4!h part of the residue gas and the liquid hydrocarbons extracted or the marl<el value thereof, at the option of the owner 
of the soli or the Commissioner of the General Land Offtee. An royaHies due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas allnbutable to gas produced from this lease, and on fifty percenl (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons atlributable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which lessee (or lis parenl, subsidi ary or affiliate) owns an Interest, then the percenlage apph~ble to liquid 
hydrocarbons shall be filly percenl (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 speetfied In processing agreements or contracts in 
the Industry), whichever Is the greater. The respective royattles on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marltel 
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 lor 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 lhe gas not been processed, 

(D) OTHER PRODUCTS. Royalty on ~rbon 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 !~Dart of the gross 
production of such products, or the marltet value thereof, 11 the option of the owner of the so~ or the Cornmt~sloner of the General Land Office, such 
mar1<e1 value to be determined as followa: 1) on the basis of the highest marl<et price of each product for the same month In which such product Is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced, whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the prmary term of lhis lease, II thb 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 1 sum equal lo the total annual rental less the 
amount of royalties paid during the preceding year. II 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. 

True and Correct 
copy of 

Original tiled tn 
Aeevr 

{ 

••• • • • •• • 
• 

•••• . . ' •• 
• 

•••• . 
•••• 

••• • • 



VOL. 7 o 6 PAGE :20 6 

6. ROYALTY IN KINO. Notwfthstanding any other provision In this tease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Offtee may, at the option of ekher, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment o1 any roya-- accruing to such royalty owner under this tease be made In k ind The owner of the soU's or the Commissioner of the General 
Land Office's rigtC to talte b rO'f2lly in lUnd shal not dlminiah or negate tiM owner of the soirs or the Commissioner ol the General land Otroce's rights 
or Lessee's ~. wtleCher expreu Otlmplied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees thai al royaftles accruing under this lease (lnchJdlng those paid In kind) shall be without deduction for 
the cost o1 producong. gathering, stOting. sep1<ating, treating, dehydrating, compressing, processing, transporting, and Olhe<wise making the oU, gas and 
Olher products heriKinder ready tor sale or use. Lessee agrees to compute and pay royalties on the gross 1111lue received, Including any reimbursements 
lor s-.nce taxes and production related coats. 

8. PLANT FUEL AND RECYCL£0 GAS. No royally shalt be payable on any gas as may represent thlt lease's proportionate share ol any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the wr~ten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas tor gas lift purposes on the leased premises or lor 
injec1ion into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royaftios shalt be payable on the recycled gas untH M Is produced and sold or used by Lessee In a manner wlllch entltles the royaly owner. to a 
royally under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royafties nOI taken In k ind shall be paid to the Commissioner of the General Land Otroce at 
Austin, Texas, In the following manner. 

Payment of royalty on production ol oi and gas shal be as provided In the rules set forth In the Texas Register. Rules currently provkfe that royally on oi 
is due and must be received in the General Land Offoce on or before the 5th day of the second month succeeding tiM month ol produellon, end royally 
on gas is due and must be received in the General Land Offtee on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit ol the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Otflce 
and showing the gross amount and disposkion ol all oil and gas produced and the marl<el value of the oil and gas, together with a copy of an documents, 
records or reports confirming the gross production, dlsposKion and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipetines, tanka, or pools and gas Unes 01 gas storage, and any Olher reports or records 
which the General Land Office may require to -ify the groas production, dlopoaltlon and marl<et value. In all c•es the authOIMy o1 a manager or agent 
to act for the Lesaee herein must be flied In the General Land Offoce. Each royally payment shall be accompanied by a checlc stub, schedule, summary 
or olher remhtance advice showing by the assigned General Land OffiCe lease number the amount ol 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 awes a penany of 5% on the royally or $25.00, whichever Is 
greater. A royalty payment wllich is over thirty (30) days late shaG accrue a penally ol 10% ol the royally due or $25.00 wlllchever is greater. In addition 
to a penalty, royaltle1 ahaH accrue intere1t II 1 rile ol 12% per year. such intere~t win begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not flied when due shall incur a penalty In ., amount aet by tiM General Land Office administrative rule 
which is effective on the date when tiM alfod!Mts or supporting documents -e due. The Leasee shal bear al responsblity tor paying 01 ~lng 
royalt ies to be paid as prescribed by the due dlle provided herein. Payment ollhe delinquency penally shall In no way oper81e to prohiblllhe Slele'a 
right of forfeiture as provided by law nor actio poalpone the dale on which ro-taiUea were originally due. The ebove peneny provisions shan not epply In 
cases of thle dispute as to the Slate's portion ollhe royally or to thai portion of the royalty in dispute as to fair marl<el value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner ol the General Land Offoce 
with its beat ponble 81llmale ol oi and gas reserwa under1ylng thia leae 01 llloc8ble to thla leae and ahall furnish aald Commltslon« ,.;u, copiea of 
al contracts under which gas is sold or procesaed end all subaequent agreements and amendments to auch contracts within thirty (30) days after 
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when received by lhe General Land Office shal be 
held in confidence by the General Land orra unless otherwise authorized by L•see. All other contracts and records pertaining to the production, 
transportat ion, sale and marketing of the oil and gas produced on said premises, Including the books and accounta, recelpta and discharges of all wells, 
tanka, pools, mater., and pipefines shall at al Umea be subject to inspection and examination by the Commlasioner ol the General Land Offoce, the 
Attorney General, the Governor, 01 the representatJve of any ollhem. 

(B) PERMITS, DRILLING RECORDS. Wrilten notice of all operations on this lease shall be submhted 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 wrltten notice to the General Land Office shall Include copies of Railroad Commission forms tor application to drill. Copies of well tests . 
completion reports and plugging reports shaH be aupplled to the General Land Office II the time they are fded with the Texas Railroad Commission. AU 
applications, permits, reports or Olher filings lhll reference this lease or any apeciflc: wei on tiM leased premises and that ere submitted to the Teus 
Railroad Commission 01 any Olher governmental agency ahalllnclude the wonl "Stale" In the tile. Additionaly, In eccotdance ,.;u, Railroad Commission 
rules, any slgnage on the leased premises 101 the purpose of Identifying wens, tank batteries or Olher associated Improvements to the land must also 
Include the word "State." Lessee shall supply the General Land Office with any records, memoranda. accounts, reportS, cut1lngs and cores, or Olher 
information relative to the operation ol the abo~escribed premises, which may be requested by the General Land Otflce, In addiion to those herein 
expressly provided for. Lessee shal have an electrical and/or radioactivity sliMly made on the b01e4lole sectlon, from the base ol the surface casing to 
the total depth ol wei, of all wells drilled on the above deactibed premlsea and ahal transm~ a true copy o1 the log o1 each aurvey on each - • to the 
General Land Offoce -Mthin ftfleen (15) days after the making ol said survey. 

(C) PENAL nEs. Lessee shall Incur a pena~y whenever reports, documents or other materials are not flied In the General Land Office when 
due. The penalty for late flling shall be set by the General Land Otroce administrative rule which Is effective on the date wtlen the materials were due In 
the General Land Office. 

11. ORY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, durlng the primary term hereof and prlor to discovery end 
production ol oil or gas on said land, Leasee ahould drill a dry hole or holea thereon, or W during the primary term hereof and after the discovery and 
actual production o1 oil or gas from the leased premises such production thefeol should ceaae from any c.use, this lease shal noi terminate W on or 
before the expiration ol sixty (60) days from dale ol 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 lhe s~<ne manner as provided in this lease. If, during the last year of the 
primary term or w~hin sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease tor any cause, 
Lesaee·s nghta shal remain in lull force and effect without further operationa until the explrllion o1 the primary term; and if Lessee has nOI resumed 
productoon ., paying quanthies at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworfdng 
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operations pursuant to Paragraph 13, using the expiration oflhe primary term as the date of cessation of production under Paragraph t3 Should the first 
well or any subsequent 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 oflhe 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 complellon of such shut-in oil or gas weU and upon the failure lo make such payment, this lease shall ipso fac1o terminal&. If atlhe 
expiration of the primaty term or any time thereafter a shui.Jn oil or g81 weU 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 nor gas is being 
produced on said land, bul Lessee is then engaged in drilling or rewor1dng operations thereon, th is lease shall remain In force so long as operations on 
said well or for drilling or rewor1dng of any add~ional wells are prosecuted in good fa~h and in worltmanllke manner w~houl interruptions totaling more 
than sixty (60) days during any one ouch operation, and if they r•ult In lhe production of oil and/or ga1, 10 long thereafter as oil and/or gas is produced 
in paying quantilie& from said land, or payment cl shut.Jn oil or ga well royalties or compensatory royaltles is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primaty term, production of oil or gas from lhe leased 
premises, after once obtained, should cease from any cause, lhls lease shall not terminate if Lessee commences additional drill ing 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 workmanUke manner wtilout lntenuptions lotaUng 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 etfect for so long as oil or gas is produced from lhe leased premises in paying quantities or payment 
of shut-in oil or gas well royaJti• or payment of compensalory royaitie& is made as provided herein or as provided by law. If the drilling or reworking 
operations resu~ 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 dnUing or 
reworking operations in good fa~h and in a workmanliKe manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land OffiCII within thirty (30) days of any cessation of prOduction. 

14. SHlJT -IN ROYALTIES. For purposes of this paragraph, "well" means any well thai has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, al any lime after the expiration of lhe primary term of a lease !hal, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas In paying quanl~ies Is located on the leased premises, but oil or gas is not being 
produced for lack of suKable production facll~ies or lack of a suHable marl<el, then Lessee may pay as a lhUI·In oil or gaa royally an amount equal to 
double the annual rental provided In the lease, but not lees than $1 ,200 a year for each well capable d producing oil or gas in paying quantities. If 
Paragraph 3 cl this tea.e dOM not specify a delay renlal amount. then for the purposes d this paragraph, the delay rental amount shall be one dollar 
($1.00) per aae. To be effective, each i ~ialshut.Jn oil or gaa royally muat be paid on or before: (1) the expiration d the prlmaty term, (2) 60 days after 
the Lessee ceases lo produce oil or gas from lhe leased premises, or (3) 60 days after Lessee completes a driUing or reworking operation in accordance 
with lhe lease provisions; whichever date is latest. Such payment shall be made one-haK ( 112) l o the Commissioner d the General Land Ofi'IC8 and one­
half (1/2) lo the owner d the soil. If the shut-in oH or gas roya~y is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the tenm d the lease for a period d one year from the end d the primary term, or from the first day d the month following the month In which 
production ceased, and, after that, If no suitable production lacJiitl• or suitable matl<el for the oil or gas exists, Lessee may extend the lease lor two 
more successive periods of one (1) year by paying the same amount each year oo or bdore the expiration cl each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period lhe lease is kept in effect by payment of lhe shut-in oil or gas royally, oil or gas is 
sold and delivered in paying qu8nl~ies from 8 well located wkhin one thousand (1,000) feel ollhe leased premises and completed in lhe same producing 
reservoir, or in any case in which drainage is occurring, the right to continue l o maintain the lease by paying lhe shut-in oil or gas royalty shall cease, but 
the lease shall remain etfeclive for the remainder d the year for which the royalty has been paid. The Leasee may maintain the tease for four more 
successive years by Leuee paying compensatory royalty at the royally rate provided in the lease oflhe market value d production from the weU causing 
the drainage or which is completed In the same producing reservoir and within one thousand (1 ,000) feet d the leased premises. The compensatory 
roya~y is to be paid monthly, one-haK (1/2) l o lhe Commlsaloner oflhe General Land Office and one-haK (1/2) lo lhe owner of the soil, beginning on or 
before lhe last day d the month following the month in which the oil or gas is produced from lhe well causing lhe drainage or thai is completed In lhe 
same producing reservoir and located ~hin one thousand (1,000) feel of Jha leased premises. It the compensatory royahy paid in any 12-monlh period 
is an amount less than the annual shu l-in oil or gaa 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 wiU accrue penalty and inlereal In accordance with Paragraph 9 of this 
lease. None d these prt:M.Ions wiU relieve Lessee of the obligation of reasonable development nor the obligallon to driB offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wr~len approval, the payment 
of compensatory royalties can satisfy the obfigation lo driR offset wells. 

16. RETAINED ACREAGE. Nawlhstanding IWlY provlllon cl this lease to the contrllfY, after a well producing or capable d producing oil or 
gas has been completed on the leased premis•, l.e&see shall exercise t.he diigence d a reasonably prudent operalor In dril~ng such additional wea or 
wells as may be reasonably nec:easaty for the proper deY&Iopment cl the leased premises and in marketing the produdion thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the expiration dale d l he prlmaty or extended term It shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producJng in paying quantities and 320 acres 
surrounding each gas well capable or producing in paying quanlkies (including· a shut-in oi l or gas well as provided in Paragraph 14 hereof), or a well 
upon which Leuee is then engaged in continuous driiUng or reworldng operations, or (2) the number d acses Included in a producing pooled un~ 
pursuant to T- N8!ural R•ounc.. Code 52.151-52.154, or (3) such greater or Ieese< number d IICIS • may then be aUocated for production 
purp<»e& to a proration unk for each such producing well under the rulee and regulallona d the Railroad Commission d Texas, or any succeesor 
agency, or other governmental authority having jurisdiction. If at any time after lhe effective dale of the partial lerminallon provisions hereof, lhe 
applicable field rules are changed or the well or wells located thereon ate reclassified so thai less acreage Is thereafter allocated lo said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated lo said well or wells for production purposes. 
Notwithstanding the termination cllhis lease as to 8 portion d the Ianda covered hereby, Lessee shaU neverthelees continue to have the right d Ingress 
to and egress from the lands atill subject to this leae for all purpos• de~cribed in Paragraph 1 hereof, together wilh easements and rights-of-way for 
exis!Wig roada, exia!Wig pipeine~ and other exiating facilil* on, <:Her and acsoss all the Ianda deacribed in Paragraph 1 hereof ("the retained lands"), for 
access lo and from the reta ined lands and for the gathering or lranspor1alion of oil, gas and other minerals produced from lhe retained lands. 
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(BI HORIZONTAL. In the event this lease Is In force and effect two (21 years after the expiration date of the primary or extended term rt shall 
further tennlnate as to all depths below 100 feet below the total depth drilled (hereinafter ·deeper depths11n each well located on acreage reteined In 
Paragraph 16 (AI 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 
bonus ongnalty pad as consideration for this lease (18 specified on page 1 hereol). If such amount Is paid, this lease shall be in force and effect 18 to 
such deeper <MIIlths. and said tenninllllon shal be deiii)'Oid for an additional period of two (2) years and so long thereafter as oil or gas II produced In 
~ quantillea from such deeper de¢11 COWlfed by thil lease. 

(C) IOENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be In the fonn of a 
square .,.;u, the -t located In the center thereof, or such other shape as mey be epproved by the Commissioner of the General Land OffiCe W fthln 
thorty (30) days after partial terminalion of this tease as provided herein, Lessee shal execute and record a release or releases containing a sallsfactory 
legal descripdon of the ErM98 and/or deplhs nal retained hereunder. The recorded release. or a certif1ed copy of 1ame, shal be foled In the General 
Land Office, accompanied by the fiing fee preeerlled by the General land OffiCe rulee in effect on the date the release is flied. If Leuee fails or rei uses 
to execute and record such release or releases within ninety (90) days after being requested to do 10 by the General Land Offa, 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 111 Lessee's expense in the county or counties where the lease is located and In the offoclal records of the General Land OffiCe and such 
designation shall be binding upon Lessee for all purpoees. 

17. OFFSET WELLS. NeMer the bonus, delay rentals. nor royaiUee paid, or to be paid. under thla leaae shall relieve Leesee of his obligation 
to protect the oil and g• under the ~eecribed land from being drained Lessee. 1ubleaaee, receiver or other ~ent in control of the leaaed 
premises shaU dr11 as many - as the facts may justify and shan use appropriate means and drill to a deplh neceuary to prevent undue drain~e of 
oil and gas from the teased premises. In addhlon, If oil and/or gas should be produced In commercial quanlhles 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 farth begin the drilling of a wen or wells upon the leased premises within 100 days after the draining well or wells or the 
wen or wells completed within 1,000 feel of the leased premises start producing in commercial quantltlea and 1hall prosecute 1uch drlllng with diligence. 
Only upon the determination of the Commiuloner of the General Land OffiCe and with his written approval may the payment ol cornpensalory royalty 
under applicable 1tatutory parameteB I Ill illy the obligation to drill an olfael wei or -'Is required under thll par~raph. 

18. FORCE MAJEURE. If, after a good filth effor1, Lessee Is prevented from complying wrth any express or Impl ed covenant ol l his lease, 
from conducting drifting operations on the leased premises, 0< from producing oil or gas from the leased premises by reason ol war, rebeftlon, riots, 
strikes, acts of God, or any valid order, rule or regulation ol government author~y. then while so prevented. Lessee'l obligalion to comply wlh such 
covenant shan be suspended and L•1ee 1hal nol be liable for damagee for failure to comply wrth such covenants; addllonally, this lease shall be 
extended while Lessee is prevented, by any such c-e. from conducllng driiRng and rewotldng operations or from producing oil 0< g• from the leased 
premises. However, nothing In this paragraph shall 1uspend the payment of delay rentals in order to maintain this leaae In elfect during the primary term 
In the absence of such drnRng or reworking operations or production ot oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agr- to defend t~le to the leased premi1es. If the owner of the soil defaults 
in payments owed on the leased premises, then Les1ee may redeem the rights of the owner of the soli In the leased premisee by paying any mortgage, 
I axes or other I Ieos on the teued premises. If Leaaee makes payments on behalf ol the owner ol the 1oil under this pa~raph, Lessee may recover the 
cost ollhe&e payments from the rental and royalties due the owner ol the 1oll 

20. (A ) PROPORTIONATE REDLICTION CLAUSE. If the owner of the 1oit owns less than the ent~e undivided surface estate in the ebove 
described land, whether or not Lessee's Interest Is specified herein, then the royaHles and rental herein provided to be paid to the owner of the l oll shall 
be paid to him in the proportion which his Interest beara to the entire undivided surface estate and the royafties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas 1hal be lkewiae proportionately reduced. Howe-. belore Lesaee 8djusts the 
royaJ;y 0< rental due to the Commiuion« of the General Land OtriCB, l..easee 0< his authoriz.ed repr111entative must 1ubmlt to the Commiaaloner ol the 
General Land OffiCe a written statement which explains the diacrepancy betwMn the lntareet purportedly leased under this lease and the actual lntereet 
owned by I he owner of lhe son. The Commissioner of the General Land Office I hall be paid the value of l he whole production anoceblo 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 1hall 
the Commissioner of the General Land Office receive as a royalty on the groea production allocable to the undivided Interest not leased an amount less 
than the value of on&-slxteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion ot the land covered by thla leale 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 wrth Natural Resources Code Sections 
52.151·52 . 1~. or~. at any time after the expiration of the primary tenn or the extended term, this lease covers a les1er number of acres than the total 
amount described herein, payments that are made on a per acre basis hereundflr 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 thll lease during the primary term shaH be 
calwlated based upon the number of acres outside the boundaries of a pooled una, or, II IIIIer the expirllllon ot the primary term, the number ol acres 
actually retairl&d and COYefed 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 ot the 1011, provided. however, Lessee shall not use potable water or water au"able for rM!slock or 1rrlgalion purposes 
for waterflood operations without the prior consent of the owner ollhe soil 

22. AUTHORIZED DAMAGES. Leesee shalf pay the owner of the soil for damages cau1ed by u operlllions to al personal property, 
improvements. liveetock and crops on laid land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises Without 
the wntten consent ot the owner of the soil 
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. 25. POLLUTION. In developing I his area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Wthoul 
llmhlng the fOfegoing, pollution of coastal wetlands, natural waterways, rivera and Impounded water shall be prevented by the use of containment 
facilhles sutroclent to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means al Hs disposal to 
recapture all escaped hydrocarbons ot other poUulant and shall be reeponsible fot aU damage to public and private properties. Leesee shall build and 
maintain fences around u slush, sump, and drainage pita and tank batteries so aa to protec:l liveelock against loss, damage Of injury; and upon 
completion ot abandonment d any well ot wels, Lessee shal fll and level al slush pits and celara and eotnpletely clean up the driiUng s~e d aU rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans. botlles. paper cups or garbage, 
and upon completion of operations shall reelore the surface d the land to as near ita original condition and contours as is practicable Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to imitations in this paragraph, Lessee shall have the right to remove machinery and flldures placed 
by Lessee on the teased premia•. Including the right to dr- and nemove casing, within one hundred twenty (120) days after the expiration or the 
terminalion of this tease unless the owner d lhe soil grants Lessee an extension d this 12!kfay period. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quanlhies. Addhlonally, Lessee may not draw and remove casing until after thirty (30) days wrhten 
notice to the Commissioner d the General Land Otroce 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 cond~\ons 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, Md the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successotS Md assigns. However. a change ot division In ownership d the land, rentals, ot royalties will not enlarge the obligalions 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 otiglnat recorded muniments d title (or a certified copy d such original) when the ownership changed because d a 
conveyance. A total or partial assignment d this lease shal, to the extent d lhe Interest assigned, relieve and discharge Lessee d aU subsequent 
obligations under this lease. If this tease is assigned in u entirety as to only pwt d the acreage, lhe 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 assignOf or assignee does not fde a certified 
copy d such a.ssignment in the General Land Otroce before the next rental paying date, the entire lease shan terminate for faUure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all righls and be subject to al obligations, Wabi ities, and penalties owed to the State by the 
original lenee or any prior assignee d the lease, including any Uabna to the State fot unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Nolwhhstandlng 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 lhe Commissioner of the General Land Offoce, th is lease Is void as of the lime of assignment and 
the agency power of lhe owner may be fooe~ed by the Commissioner. An assignment will be treated as if ~ were made to the owner of the soli if the 
assignee Is: 

(1) a nominee of the owner d the soil; 
(2) a corpotation ot subaidlary In which the owner d the soU is a principal stockholder ot Ia an employee d such a CotpOfatlon ot subsidiary; 
(3) a partnership In which the owner d the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the CotPQfatlon which is the owner of the soil; 
(5) a partner or employee in a partnership which Is the owner d the soU; 
(6) a fiduciary for the owner of the soil; including but not llmhed to a guardian, trustee, executor, administrator, receiver. or conservator fot the 
owner d the soil; or 
(7) a family member d the owner d the soil or related to the owner d the soil by maniage, blood, ot adoption. 

28. RELEASES. Under the conditiona contained In this paragraph and Paragraph 29, Lessee may at any time execute and <loUver to the 
owner of the soU and place of recOfd a release ot releases covering any portion Of portions d the leased premises, and thereby surrender this lease as 
to such portion or portions, and be reUeved of all subsequent obligations as lo acreage surrendered. If any part of this lease Is property surrendered, the 
delay rental due under this lease shall be reduced by the proport ion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately priot to such surrender; however, such release wiD not relieve Lessee d any Uabiilies which may have accrued under this lease prlot to the 
surrender d such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment Of release must be 
recOfded 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 Ia not so flied, the righls acquired under this tease shall be subject to rooehure a1 the option d the 
Cotnmiss\oner d the General Land Otroce. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease d 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 OUTY. The owner d the soil owes the State a fiduciary duty and must fully disclose any facta atfeding the State's Interest in 
the teased premises. When the lntereats of the owner d the soil coof1ict with tho.e d the State, the owner of the soil Ia obligaled to put the State's 
lntereats betote his personal inter•ts. 

32. FORFEITURE. If Lessee shall fall or refuse to make lhe payment of any sum within thirty days after h 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 fell or refuse to drill any 
offset well or wells In good faith as required by law and the ru les and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fall to fole repotll in the manner required by law or fail to eotnply with rules and regulations promulgated by the General Land Otroce. the School 
Land Boatd, or the Railroad Commission, or if LMsee should refuse lhe proper authority acceas to the records pertaining to operlltlonl, or if Lessee or 
an authorized agent should knowingly fail 0( refuse to give correct Information to lhe proper authority, ot knowingly fail ot refuse to furnish the General 
Land Otroce a correct log of any well , Of if Lessee shaU knowingly violate any of the material provisions of this lease. or if this lease Is assigned and the 
assignment Is not fded In the General Land Offoce as required by law, the rights acquired under this lease shaU be subjact to forfeiture by the 
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Commiss1oner. and he shall forte~ same when suff~elenlly Informed or the facts which authorize a forfe"ure, and when forfeited the area shall again be 
subject to lease under the terms or the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination or this 
lease by operation or law or by reason or any special llm~ation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstilled belen the rights or another intervene upon satisfadory evidence to the Commissioner or the General Land Offooe or Mure compliance with 
tt>e prCMSoons or the law and or this lease and tile 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 an oil and gas produced from the 
area c:o.oe<ed by this lease to secure payment or all unpaid royalty and other sums or money thai may become due under this tease. By acceptance or 
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 
e>pfess contradual lien on and security Interest in aH leased minerals In and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale or such leased minefals, whelher such proceeds we held by Lessee or by a third party, and all fiXtures on and lmpro_,ents to the 
leased premises used in connection with the production or processing or such leased minerals i n order to secure the payment or all royalties or other 
amounts due or to become due under this lease and to secure payment or any damages or loss that Lessor may suffer by reason or Lessee's breach or 
any covenant or condition or this lease, whether express or Implied. This lien and security interest may be foreclosed w~h or without court proceedings in 
the m anner provided in the Hie 1, Chap. 9 or the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record soch instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens ;w-Ising from and relating to Lessee's adlvltles upon the above-de~~crtbed property or from Lessee's acquisltlon or this lease. 
Should the Commissioner at any time determine that this representation Is not true, then the Commissioner may decl..-e this lease forfeited as provided 
herein. 

3-4. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest ol the owner or the soU under this lease with any other 
leasehold or mineral in terest for the exploration, development 1nd production or oil or gas or • "her or them upon the ume terms as shall be approved 
by the School Land Board and the Commissioner or the General Land Office for the pooling or unitizing or the Interest or the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.15-4. The owner or the soil agreee that the Inclusion or this provision In this lease utisfiee the 
execution requirements staled in Texas Natural Reeources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State or Texas and the owner or the soil, their officers, employees, partners, 
agents, contractors. subcontractors, guests, ln~ees, and their respective successors and assigns, or and from all and any actions and causes or action 
or every nature, or other harm, including environmental harm, for which recovery r:l damages is sought, including, but not llrn~ed to, all losses and 
expenses which are caused by the actlvitles or L111see, its dfK:erS, employe~. and agents arising out ol, Incidental to, or reeuNing from, the operations 
or or for Lessee on the leased premlsea hereunder, or that mey artie out ol or be occasioned by Les.ae'a breach ol any or the terms or provisions or this 
Agreement, or by any other negligent or striclly liable ad or omission ol Leuee. Further, Lessee hereby agrees to be ~able for, exonerate, Indemnify, 
defend and hold harmless the State o1 Texas and the owner ol the soli, their dfiCers, employees and agents, their successors or assigns, against any 
and all claims, llabil~ les, losses, damages, actions, personal inJury (Including death), costs and expenses, or other harm for which recovery or damages 
is sought, under any t heory Including tort, contract, or strict llabil~. Including altomeys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Leesee's failure to comply with any and al environmental laws; those arising 
from or In any way related to Lessee's operations or any other ol Leesee's actlvitlee on the leased premlsee; those arising from Leasee's use or the 
surface ol the leased p.remlses; and those that may arise out or or be occaaloned by Lessee's breach ol any olthe terms or provisions ollhis Agreement 
or any other act or omission o1 Lessee, Ks directors, dfiCers, employees, partners, agents, contractors, subcontractors, guests, Invitees, 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 harmless the State o1 Texas and the owner or the soli, their officers, employees, and agents In the same manner provided above in connection w~h 
the activities ol Lessee, its dfiCers, employeee, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBUGATIONS ANDIOR LIABILITIES ASSlMIED UNDER THE TERMS OF THIS AGREEMEHT SHALL BE WTTHOUT 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. ENVIRONMENTAL HAZARDS. Lessee shall use the hlgheet degree ol care and all reasonable safeguards to prevent contaminat ion or 
pollution ol any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient ai.r or any 
other environmental medium In, on, or under, the leased premises, by any waste. pollutant, or contaminant. Lessee shal not bring or permit to remain on 
the teased 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 Reeponse, 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 Materials1. except 
ordinary products commonly used In connection with oi l and gas exploration and development operations and stored In the usual manner and quantJtlee. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBrTION 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 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 AI('( 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 PREMOSES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMEHTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSlM!PTION SHAl..l APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIROMIIIEHTA1.. 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 AGREEM ENT. 

37. APPUCABLE LAW. This leal81s Issued under the provisions ol Texas Natural R•ource~ Code 52.171 through 52.190, commonly 
known • lht Rellnqullhment Act, and other eppllcable statutes and amendments lllerelo, and if any provision In this lease does not conform to these 
s tatutes, the statutes wia 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 Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied. the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record In the offrce 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 not effective 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. Addrtlonally, 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 Stale and the presc11bed 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 leaae 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 S 51 187.50 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 addrtlonal rentals are 
due under this lease. 

41 . See "ADDEDNDUM TO LEASE" for additional provisions 

Lessee 

CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, 

c.- t 
Pres;dent - Land and Legal and GeneraiCounsel 

Chesapeake Operating, Inc., General Partner 

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

Date: ---------

STATE OF TEXAS 
James Robert Hill, Individually and as Co· Trustee 

STATE OF TEXAS 
Virginia Glenn Hill Lanimore, Individually and as 

cVruste~ -JL/k(~ 

~ 
Date: ~~t!\J,H\J\1, k, .).J)Q l 

STATE OF TEXAS 
Houston & Emma Hill Trust Estate 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEOGMENn 

COUNTY OF OKLAHOMA · 

This Instrument was acknowledged before me on lhe is ~ay ol l-l--+::..::..;::.....4-~ 

STATEOF ,.XI,_~ 
COUNTY OF ,~"\..----~ 
BEFORE ME, the undersigned authority, on this day personally appeared James Robert Hm lndly!dually and as c<>lrustee of the Hoyston and Emma 

Hm Trust Estate on behalf of sajd estate known to me to be the person whose name is subscnbed to the foregoing Instruments as and acknowledged 

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

(\>wo-&.iltcn.lllllll8t>•ll'•~~~~~~~~~e this the~day at 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority. on this day personally appeared Yirgjnja Glenn Hill L;itlmcxe lndividualtv and as CQ-IMtee of the Houston and 

Emma Hill Trust Estate on behaij o! said estate known to me to be the persons whose names are subscribed to the foregoing Instrument, and 

acknowledged lome that they executed the same for the purposes and consideration therein expressed. 

lllll.llallll4IIIMI..,.III.ILlliiJICOthis t~ay ol__,'-"'-""~"""-.>0.<"""'="\> 

BEFORE ME, the undersigned authority, on this day personally appeared John A StyrskV lod!yjdually and as c<>trystee of the Houston and Emma HiM 

Trust Estate on behart of sajd estate known to me to be the persons whose names are subscribed to the foregoing instrument. and acknowledged to me 

that they executed the same lor the purposes and consideration therein expressed. 

Given under my hand and seal at olfoce this the~ day ol -"~=:;::.::....:==== 
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ADDENDUM TO LEASE 

Attached lo and made a part of I hal certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF 
TEXAS, ading 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, Owner of the 
Soil, and Cbalfaal Properties, lac., 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 dri ll a water well and 
then use the potable water from that well for drilling operations that are conduded 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 Oooding 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 cenified as not suitable 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 -.ell 
within 500 feet of an existing water well located on the leased premises withOUl 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 Lessoc a thirty {30) day written notice as to Lessee's intention to plug and abandon said water 
well. Lessor may during said thiny (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 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 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 Wld 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 eiOdrical 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 

whicb are reasonably necessary for produdion facilities or tank batteries shall be ereded on the surface of the leased 
premises. 

9. Lessee will nO( pollute any water aquifers oc fresh water in, upon Of Wlder 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 Soil, other land, and aops. 

II. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and dn!inage pits 
and tank batteries to proted l.ivestoclc against loss, damage oc injury; and upon completion or abandonment of wty well or 
wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish ther-eon. 

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 intention of the panics 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. I fall 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 aaoss the herein described premises. 

15. Weather- permitting, Lessee shall remove from the berein described premises any and all strudures, equipment and propeny 
of every kind and charnder 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 propeny 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 ofTex.as, the Texas Natural Resources 
Conservatioo Commissioo or other governmental agencies havingjurisdidion .. In plugging the wells, Lessee shall cut off the 
casing at least thirty six (36) inches below the surface. 
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16. · A flcr 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 (180) days between the release of the drilling rig on one well 
and the commencement of actual drilling openuions on a subsequent well (hereinafter referred to as " continuous drilling' '). 
Upon the oc:ssation of continuous driU ing this lease shall tcnninate in accordance with the other relevant provisions herein. 
I( however, l..essce has fi led with the Texas Railroad Commission, no later than sixty (60) days prior to the expinuion 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 drill ing 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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GeMtal Land Olllce 
R.Unqulahment ~ l.Mee Fonn 
R..,IMd, ~bet 1tt7 

~ustin, 'atexas 

OIL AND GAS LEASE L013047G 
THIS AGREEMENT Is made and enlered lnlo lhls 22 .. day ol January , 2007, between the State ol Texas, acllng 

by and lhrough its agenl, Hilt Trusls, agenl for the MSW Revocable Trusl, MichaelS. Walltip, Trustee, MLH Revocable Trus~ Margery L Hanna, Truslee 

and Walltip Markal Trust, KeMelh Walltip, Truslee and Agent for the Slale ol Texas ol 550 Baaey Avenue Sune 302 Fort WO!lh IX 76107 

said agenl herein referred IO as the owner ollhe soil (whelher one or more), and . CHESAPEAKE EXPLORATION UMITED PARTNERSHIP, an 
OklahomallmHed partnership, of P.O. Box 18496, Oklahoma Clly, Oklahoma 73154-0496, hereinafter called Lessee . 

1. GRANTING CLAUSE. For and in consideration ol the amounls slated below and ol the covenants and agreements lobe paod, kept and 
performed by Lenee under this lease, the State ol Texas acting by and through the owner ol the soil , hereby grants, leases and leis unlo Lessee, for 
lhe sole and only purpose of prospecting and drilling for and produclng oil and gas, laying pipe Wnes, building lanks, sloring oil and building power 
slations, lelephone lines and Olher slructures thereon, lo produce, save, lake care ol, treal and transport said producls ol the lease, the following lands 
duated In Reeves County, State of Texas, t~~ 

Block 56, Public School Land SliMly 
Section 44: North 315 acres of the South 560 acres, described in Warranty Deed from Geo. P. Hill, Independent Executor and Truslee under the W ill 
ol Houston HUI, Deceased, et al, to Geo. P. Hill at al, dated 1011168, of record In Volume 288, Page 763, Deed Records ol Reeves County 

Contalning ___ ,.,311.i5!-__ actes, more or less. The bonus consideration paid for this lease is as follows: 

To lha State of Texas Eleven Thousand Seven Hundred Thirty and 47/100 

Dollars ($ 11 730 47 l 

To the owner of the soil: Eleven Thousand Seven Hyndre<l Thirty and 471100 

Dollars (S 11 730 47 l 

TOial bonus consideration: Twentv Three Thousand Emu Hyndred SIXI'f and 941100 

Dollars ($ 23 460 91 l 

The total bonus consideration paid represenls a bonus ol Three Hyndre<l Twontv F!ye Dollars ($325.00) per acre, on 72 18750105 nel actes. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term ol FIVE < 5 l years !rom 
this date (h•eln called •primary term1 and as long thereafter as oil and gas, or elher of them, Is produced in paying quantlles from said land. A!S used 
In this lease, the term ·produced in paying quantities· means lhll the receipts from the sale or Olher authorized commercial use of lhe subslance(s) 
covered exceed 01.11 of pockel operational expenses for the six months last past. 

~--
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copy of 

Original filed In 
Reeves County 

Clerks Office 
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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 credn In the THIS IS A PAID up LEASE· SEE 
PABAGRAPH~O Bankat _______________________________________________________ __ 

Or no successors (which shall continue as the depoanory 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 deferrlng 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 soli.:_----------,--------------------­
(Dollars $, ------------------____; 

TotheS~teofTexas: ___________ ~--------------------
(Dollars $. __________________ __, 

To~l Delay Rental: -:---------------------:----------------------- ------------
(Dollars $'----...,.-----7.""-:-----___; 

In a like manner and upon nke payments annually, the commencement of a well may be further deferred tor successive periods of one (1) year each 
during the primary tenm. All paymerrts or tend era of rental to the owner of the soil may be made by check or slght draft of Lessee, or any assignee of this 
lease, and may be delivered on or before the ren~l pay date. If the bank designated In this paragraph (or n. 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 ren~la until thirty (30) days after the owner of the soil shall deijver 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 royany provided for In 
this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-halt (112) of such royany to the owner of the 
soil: 

(A) OIL. Royany payable on oil, which Is defined sa Including all hydrocarbons produced In a liquid fonm at the mouth of the well and also aa 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4!h part of the gross production or the market value thereof, at the option of the owner of the soli or the Commluioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, It any, offered or paid for oil , condensate, dlsti!ate, 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 ol'tered 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 Ia sold, used or processed In a plant, ~will be run tree of coat to the royany owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that aH Rquld 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 ownera upon 
such tenms and conditions as they prescribe. 

(B) NON PROCESSED OAS. Royany on any gas (Including ftared gas), which is defined as all hydrocarbons and gaseous substances not 
defined es ollln subparagraph (A) above, produced from any wei on said land (except as provided herein with reapect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other producta) shall be 1/~th 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 baaed on the highest market price paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gro .. price paid or ol'tered to the producer, whichever is the greater. 
provided that the maximum pressure base In measuring the gas under this lease lhall not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature lhall be sixty (60) degrees Fahrenhe~. correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to te.U made by the Balance Method or by the moat approved method of tasting being used by tha lndu.try at the time of tasting. 

(C) PROCESSED OAS. 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 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'/o) of the total plant 
production of residue gaa ettrib~ble to gas produced from this lease, and on fifty percent (50'/o), 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 ha parent, aubaldlary or affili ate) owna an lntereat, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or tha highest percent accruing to a third party procaaslng gas through such plant under a processing 
agreement negotiated at anm's length (or If there Ia no such third party, the highest percent then being specified in processing agreemarrts or contracts In 
the Industry), whichever Ia the greater. The respective royalties on residue gas and on liquid hydrocarbons aha II be detanmlned 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. Royany on carbon black, sulphur or any other producta 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 shell be !l£:.part of the gross 
production of such products, or the market value thereof, at the option of the owner of the soi or the Commissioner of the General Land Office, such 
marltet value to be detenmined 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 
greeter. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, If this lease Ia 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 aum equal to the total annual ren~l lese the 
amount of royalties paid during the preceding year. II Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rentl!l l amount shell be one dollar ($1 .00) per acre. 

Originrtl filed in 
Reeves Co 1nty 
Clerks Office 
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6. ROYALTY IN KINO. Nolwllhslandlng any other provision In this lease, at any time a from time to lime, the owner ol the soil or the 
Commissioner a the General Land Offoce may, altha option o1 ehher, upon not less than sixty (60) days notice to the holder ollhe lease. require that the 
payment o1 any royalties accruing to such royalty owner undet this lease be made in kind. The ownet olthe soil's a the Commissioner of the General 
land Office's right to take b royalty In kind shal no1 dininilh or negate the owne< ol the soirs or the Commissioner ol the General Land Offoce's rights 
or Lessee's obligations, whether e>cp<ess or Implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that aQ royanles accruing under this lease (Including those paid In kind) shall be wHhout deduct ion fa 
the cost a 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 agr- to compute and pay royalties on the gross value received, Including any reimbursements 
for severance taxes and production related coats. 

8. PLANT FUEL ANO RECYCLED GAS. No royally sh811 be pay.tlle on any gas as may rep<esent I his lease's proportionate share ol any fuel 
used to process gas produced hereunder In any processing plant. NotwHhllandlng any olhllf provision ol this lease, and subject to the wrHten consent ol 
the owner ol the soil and the Commissioner olthe General Land Offoce, Lessee may recycle gas fa gas lift purposes on the leased premises a 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 royaMiea shal be payable on the recycled gas until • is produced and sold or used by Lessee in a manner which enthles the royaMy own&B to a 
royalty under this lease. 

11. ROYALTY PAYMENTS AND REPORTS. All royanles not taken In kind shall be paid to the Commissioner olthe General Land Ofllce at 
Austin, Texas, In the following manner. 

Payment a royany on production ol oil and gas shaD be as provided in the rulea set forth In the Texas Register. Rules currently provide that royally on oil 
is due and must be received In the General Land Offoce on or before the 5th day ol the second month suc;ceOOing the month ol production, and royalty 
on gas is due and must be received In the G-alland OffiCe on or before the 15th day olthe second month suc:ceOOing the month ol production, 
accompanied by the atfldall1t ol the owner, managllf or other authorized agent, completed In the lam and m annllf prescribed by the General Land OffiCe 
and showing the gross amount and dispoahion ol an oil and gas produced and the market value olthe oil and gas, together with a copy ol aU documents, 
records or reports conflfT!ling the gross production, disposhlon and market value Including gas meter reedings, pipeline receipts, gas Hne receiptS and 
other checks or memoranda cl amount produced and put Into plpeines, tanka, or pools and gas fines or gas storage, and any other repo<tS or records 
which the General Land OffiCe may require to verify the groaa production, dilpoa~ and market value. In all cases the author~ cl a manager or agent 
to act for the Lessee herein must be flied in the ~alland Off.ce. Each roy any payment shall be accompanied by a check stub, schedule, summary 
or other remHtance advice showing by the assigned General Land OffiCe lease number the amount ol royally being paid on each lease. If Lessee pays 
his royaMy on or before thirty (30) days after the royally payment was due, then Lessee owes a penany ol 5% on the royalty or $25.00, whichever is 
greater. A royally payment which is over thirty (30) days late shaM accrue a penally o/10% olthe royaky due or $25.00 whichever Is greater In add~ion 
to a penany, royalties shaD accrue Interest at a rate ol 12% per year, such interest wiD begin to accrue when the royalty II sixty (60) days overdue . 
Affidavits and supporting documents which are not filed wl*1 due shall incur a penalty In an amount set by the General Land Offoce administrative rule 
which Is elfectMI on the d81e when the llfldmta or aupporting documenll -e due. The Leaaee ahaM bear all resporwbH~ for paying or c-lng 
royanles to be paid a prescribed by the due dille proll1ded herein. Payment a the dennquency 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 penatty provisions shall not apply in 
C89BS a t~le dispute as to the State's portion ol the royany or to that portion olthe royalty in dilpute as to fait market value . 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumilh the Commissioner cl the General Land Office 
with its *' posable estimate cl oil and gas r9Sflf\o'81 underlying thil leaae or allocable to this leaae and shall fumilh said Commissioner with copies of 
al contracts under which gas Is sold or ptoce..ed and all aut.equent agteM!enta and IWI!efldmeota to such contracu within thirty (30) days after 
entering Into or making such conlracq, agreements or amendments. Such contracu and agreements when received by the General Land Offoce shaD be 
held in confidence by the General Land Offoce unle&s otherwise authorized by Lessee. All other contracts and records pertalnlng to the production, 
transportation, sale and marketing ol the oil and gas produced on said premises, including the books and accounts, receipts and discharges a all wells, 
tanks, pools, met&B, and pipelines shall al all time6 be subject to inspection and examination by the Commilsiooer ol l he General Land Offoce. the 
Attorney General, the Governor, or the rep<esentlllive a any cl them. 

(B) PERMITS, DRILLING RECORDS. Written notice ol au opefalions on this lease shall be submhted to the Commissioner of the General 
Land OffiCe by Lessee or operator five (5) days before spud dale, workover, r&-entry, temporary abandonment or plug and abandonment ol any weU or 
wefts. Such written notice to the General Land Offoce shaft Include copies a Railroad Commission forms for application to drdl. Copoes of well tests, 
complellon reports and plugging reports shal be supplied to the General Land Offoce at the tlme they are filed with the Texas Railroad Commission. An 
applications, permits, repats or other filinga that reference thil lease or any specifiC welt on the leased preMis• and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall Include the woro "State" In the tMie. Addilion811y, In accordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose olldentifytng wens, tank batt8fles or other associated Improvements to the land must also 
include the word "Slate: Lessee shall aupply the General Land Office with any recorda, memoranda, accounts, reportS, cuttings and cores, or other 
Information relative to the operation ollhe above-described premieea, which may be requested by the General Land OffiCe, In addition to those herein 
expressly provided for. Lessee shal have an eled1'tcal and/or radloadllo4ty survey made on the bore-hole section, from the base ol the surface casing to 
the lOCal depth ol well, cl ail wells driled on the above deKtibed prerniles and shall transmK a true copy ol the log ol each survey on each well to the 
General Land Office within fofteen (15) days after the making of said survey. 

(C) PENALTIES. Lessee shall Incur a penaMy whenever reports, documents or other materials are not fded in the General Land OffiCe when 
due. The penany for late flUng shall be set by the General Land Offooe administrative rule which is effective on the date when the materials were due In 
the General Land Ol'flce'. 

11. DRY HOLEICESSATlON OF PRODUCTlON DURING PRIIIIARY TERM. If, during the primary term hereof and prior to discovery and 
production ol oil or gaa on said land, Lessee should dril a dry hole or holes thereon, or it during the primary term hereot and after the discovery and 
actual ptoducllon ol oil or ga1 from the Jelled premisea such ptododlon thereof should ce.e from any cauae, this lellae shal not terminate K on or 
before the expiration a sixty (60) days from date cl cornpletlon ol said dry hole or cessation ol production Lessee commences additional drilling or 
rewoOdng 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 olthe 
prinuwy term or whhin sixty (60) days prior lhBfelo, a dry hole be completed and abandoned, or the production ol oil or gas should cease for any cause, 
Le&see's rights lhal remain In full force and effect without furthe< operations until the expirallon ol the primary term; and W Lessee has noc resumed 
production in paying quaniMies Ill the e>q)iratioo ol the primary term, Lessee may maintain this leaae by conducting addhiooal driling or rewortdng 
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operations pursuant to Paragraph 13, using the expiration at the primary term as the date o( cessation o( producllon under Paragraph 13. Should the nrst 
well or any subsequent well drilled on the above described land be completed as a shut-In oil or gas well with in the primary term hereof, Leesee may 
resume payment o( 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 o( C0f1'1)1etion o( such shut-In oil or gas well and upon the faiure to make such pa~t. thil leae ahal l~o facto lennlnale. If all he 
explralion d the primary term cc any lime thefeafter a shot-ln oil or gaa well is localed on the leased premilee, p~ls may be made In accordance 
with the ......... proolaions hered. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM.If, at the expiration o( the primary tenn, neither oil nor gas Is being 
produced on uld land, but Lessee Is then engaged In driiRng or rewoodng operallona thereon, this lease shall remain In Ieece so long as operations on 
said welltx for dritfing or reworking d any additional wells are prosecuted In good Ieith and In WO<I<manlike manner without inlertuplions tclllllng more 
th.,., abdy (60) days during any one such operation, and If they reeul in the production o( oil andice gas, so long thereafter aa oil andice gas ill produced 
In p8ying quantities from said land, or payment d shut-In oil or gas wei royal! lee or compensatory royalties is made as provided in this leue. 

13. CESSATION, DRILLING, AND REWORKING. II, after the expiration o( the primary term, productlon d ol or gas from the leased 
premlue, after once obtained, should ceaae from any cauu , thll tease shan not tennlnate W Leesee commencee additional driUing « reworking 
operatloM within s ixty (60) days after such cessation, and this Ieese thllf remtfn In full Ieece and effect fcc t o long as t ueh operlllont contlnue In good 
failh and in WOttonanlike manner w'llhout lntenupllons totalng more than sbdy (60) days. If such d~WW~g « rewotking oper81!ons r•uttln the production 
d oil or gas, the lease shall remain In fuJI force and effect for so long as oil or gas ill produced from the leased premia• in paying quen!Jiee or payment 
d shut·in oil or gas wei royalties or payment d compen~alory royaltlee ill made as provided herein or as provided by law. If the drillng IX rewor1dng 
operation• reeuft In the completion o( a wen as a dry hole, the lease wiD not tennlnate If the Lessee commences additional drllftng IX reworking 
operations within sixty (60) days after the completion d the well as a dry hole, and this lease shall remain in effect so long as l aesae continuee drill ing or 
reworking operations In good faMh and tn a workmanlike manner without Interruptions totaling more than sixty (60) dayw. Lessee shell giYe written notice 
to the General Land OffiCe within thirty (30) days d any ce.satlon d produellon . 

14. SHUT -IN ROYAL TIES. For purpoeee d !hie P•IQfaph, -...elf' mMntl any wei that has been aaaigned I wei number by the atale agency 
having jurisdiction over the producllon don and gas. If, at any l ime after the expiration o( the primary term o1 a lease that, unUI being shut In, was being 
maintained In force and effect, a well capable d producing oil or gas In paying quanthles Is located on the leased premises, but oU or gas II not being 
produced fcc lack o( suhable production facilities or liCk o( • suhable markel, then Leeaee may pay as a shut-ln oil or gas royally an amount equal to 
dooole the annual rental provided In the lease, but not lees than $1,200 a year fcc each weft capable o( prodUCing oil or gas In paying quantltla. If 
Pwagraph 3 d thie lease does not specify a delay rental amount, then fcc the purpoaes o( this pa-agraph, the delay rental amount shal be one dolar 
($1.00) per 1c:nt. To be elfec!Ne, eech lnillalahut-ln oil or gas royalty mull be p8id on cc betcce: (1) the expiralion d the primary term, (2) 60 days Iller 
the Lessee ceases to produce oil tx gas from the leased premises, or (3) 60 days after Lessee completes a drtDing IX rewor1dng operation In accordance 
with the lease provisions: whichever date Is latesL Such payment shall be made on.ha~ (112) to the Commissioner o( the General Land Office and on&­
haH (112) to the- d the soli. If the shut-ln oil or gas royafty Is plid, the lena ahllll be conaldered to be a producing Ieese and the payment shelf 
extend the term d the lease fcc a period d one year trcm the end o( the primary term. cc from the nrat day d the month folowlng the month In ...tllch 
production ce.ed, and, after that, If no suilllble production faclitlee cc sullble mnel for the oil or gas exilts, Lenee may extend the lease fcc two 
more~ periods d one(1) yeer bypaylngtheaameamount eech yew on orbetorethe ~ation o( eech ahul-lnyew. 

15. COMPENSATORY ROYALTIES. If, during the period the lease 1$ kepi In effect by payment d the shut·ln oil or gas royafty, oil or gas Is 
sold and delivered In paying quantities from a weD located w fthln one thousand ( 1,000) feel o( the leased premlsee and compleled In the aame producJng 
resiW\'Oir, IX In eny case In ...tlich drainage Is occurring, the right to continue to mllintllin the Ieese by paying the shut-in oil tx gas royalty t hllf ceeae, but 
the lease ahal remain effective fcc the remainder d the year fcc wtllch the royafty has been paid. The Lenee may maintain the te.e fcc four more 
suc:ceaNe years by Lenee paying compensatory roy~ altha royalty rate provided in the lease d the markel value d produc:llon frcm the well causing 
the clrain8ge IX wtllch ill ccmpleted in the tame producing r•IIMllr lnd wkhin one !~and (1,000) feet d the IMsed prerNee. The compensalory 
royafty Is to be paid monthly. one-half (112) to the Commissioner o( the General Land Office and on&-half (112) to the owner d the sol. beginning on or 
betcce the last day d the month following the month In ...tlich the oil or gas Is produced from the - a causing the drainage or that Is completed In the 
same producing resiW\'Oir and located within one thouslnd (1 ,000) feet o( the teaaed premlsee. If the compensatory royalty paid In any 12-month period 
il an amount leu than the annual ahut-ln ol or gas royafty, Lenee shall pay an amount equal to the cflflerence within thirty (30) days from the end o( the 
12-m<lfllh period. Compensatory royalty ~Is ...tlich are not Umely paid wil accrue penaly and lnter•t In accordance wkh P•egraph 9 o( !hill 
Ieise. None d ~ provisions wit relielle Leesee d the obl9alion d reasonallle deoelopntent nor the obligation to drtl otftet wefte as provided In 
Texas Natural Reeources Code 52.173; however. at the determination o( the Commissioner, and wilh the Commlsslone(s wrftten approval. the payment 
o( compensalory royalties can satisfy the obligation to df!K offset wel ls. 

11. RETAilED ACREAGE. Notwithstanding any provision o( thll lease to the contrary, after a well producing cc capable d producing o1 or 
gas has ~ compleled on the leased premia•. Lenee shall •-ella the dlliQenee d a r-onably prudent operaltx In drlllng such eddltlonal well or 
.,... • may be .-on1lbly necessary fcc the proper dellelopment d the '-ted premllee 8nd In mneting the production thereon. 

(A) VERTICAL In the event this lease II In force and effect two (2) years after the explraUon dale d the primary tx extended tenn It shell then 
terminate as to all o( the leased premlsee, EXCEPT (1) 40 act• surrounding each oil well capable o( producJng In paying quantill• and 320 acree 
SUfTOUnding 88Ch gas well capable d producJng in paying quent~les (Including a shut-In oil or gas weft as provided In Parlgfaph 14 hereof), tx a weft 
upon ...tllch t..euee II then Mgaged In c:ontlnuooa drftng tx rewor1dng operations, tx (2) the number d acr• Included In a producing pooled un~ 
Ptnuant to T- Nlliural Resource. Code 52.151-52.154, or (3) such greater tx leeaer number d acr• as may then be llocated fcc production 
~ to • prcntion unit fiX eech such producing wei under the rul8l and reg~ o( the Rlft-oed Commiuion d T-. or eny eucc:euor 
agency, IX other governmental authority having jurlsdlcllon. If II any Ume after the etladlve date o( the par1lal termlnaUon provlllons hered, the 
applicable field rulee are changed or the weD or wells located thereon are reclasalfled so that less acreage is thereafter alocaled to aald wei or web for 
production purposes, this lease shall thereupon terminate as to all acreage not thetHfler llloca!ed to slid weft or wells for production purposes. 
N~ the termination o( this lease as to a portion d the Ianda covered hereby, L•see ahal neYertheleaa contlnoe to have the right o( lngrees 
to and egraa from the lands stilt subjed to this lease fcc all purposes deecrtbed In Paragraph 1 hereof, together with -aments and rights-of-way for 
existing roeds. axil~ pipelines and Olhet exilling faeRie~ on, U>~er lnd a:ro.s Ill the l8nds deecribed in Paragraph 1 hated ("the retained lands1, fcc 
access to and from the retained lands and for the gathering or transportation o( oil, gas and other minerals produced from the retained lands. 

~ 

:Jr glnal filed 1n 
Re~ves County 

Clerks Offtca 
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(B) HORIZONTAL. In lhe event this lease Is In force and effect two (2) years after the expiration dated the primary or ex1ended term~ shall 
further tem}inate as to all depths below 100 feet below the total deplh drilled (hereinafter 'deeper depths1 in each well located on acreage retained on 
Paragraph 16 (A) above. unless on or before two (2) years after lhe primary or extended term lessee pays an amount equal to one-haK (112) d the 
bonus originally pald as consideration for this lease (as specifl8d on page 1 hered). If such amount is pald, this tease shall be in force and effect as to 
such deeper depths. lWid sald termination shal be delayed for an additional period d two (2) yeatS and so long thereafter as oil or gas is produced in 
paying quanli!iea from such c1eepe< deplhs COII«ed by this lease. 

(C) IDENTIFICATION AND FILING. The 1ur1ace acreage retained hereunder as to each well shaU, as nearly as practical, be In lhe fonn of a 
square with the well located In lhe center thereof, or 1uch other shape aa may be approved by the Commissioner d the Genet'al land Offoce. Within 
thirty (30) days after partial termination o1 this tease as provided herein, lessee shaH execute and record a release or releases containing a satisfactory 
legal desctlpllon c1 lhe acreage and/or depths not retained hereunder. The recorded release, or a certlfied copy d •arne, shaD be filed in lhe General 
Land Office, accompanied by the filing fee prescri>ed by the GeneralllWid Offoce rules in effect on the date lhe releale is flied. 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 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 otfocial records d the General Land Offoce and such 
designation shall be binding upon lessee for all purpoees. 

17. OFFSET WEL LS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under !his lease shall rer.eve Lessee ol his obrogallon 
to protect the oil and gas under the abO\'IHiesttibed land from being drained. Lessee, sublessee, receive< or other agent in control ol lhe leased 
premises shall drill as many wells .., the fads may justify and shall use app<oprlale means and drill to a depth necessary to prevent undue drainage ol 
oil and gas from the leased premises. In add~lon, If oil and/or gas should be produced In commercial quanlllles w11h ln 1,000 feet d 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 othet' agent in control of the 
leased premises shall in good fMh begin the dfiH!ng o1 a well or wells upon the leased premises within 100 days after the draining wel l or wells or the 
weD or - completed within 1,000 feet o1 the leased premises start produclng In commercial quantities and shall pre&ecute such drilling wtlll dtrogence. 
Only upon the determination ollhe Commissioner d the General land Offoce and with his written approval may lhe payment d compensatory royalty 
under applicable atatulory parameters sll(isfy 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 wilh any express or lmpfied covenant ollhis lease, 
from conducting drilling operations on lhe leased premises, or from producing oil or gas from the leased premises by reason d war, rebellion, riots, 
strikes, acts d God, or any valid order, rule or regulation ol government authorky, then wllile so prevented, lessee's obligation to comply with such 
covenant shaD be suspended and Lessee shaD not be l able for damages for failure to comply with such covenants; additionally, this lease shall be 
axlended wllie lessee is prevented, by any such cad&, from conducting driling and r8WOflcjng operations or from producing oil or gas from the leased 
premises. Howe-.er, nothing in this paragraph ehalt suspend the payment d delay rentals in order to maintain this lease In effect during the primary I em! 

In the absence d 1uch drllnng or reworking operations or production ol oil or gas. 

111. W ARRANTY CLAUSE. The owner o1 the soli warrants and agrees to defend 1~18 to the leased premises. If the owner ollhe soH defaults 
In payments owed on the leased premises, then lessee may redeem the r1ghts d the owner olthe soil in the teased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf d the owner d lhe soil under this paragraph, Lessee may recover the 
cost d these payments from the rental and roy allies due the owner ol the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If lhe owner ollhe soil owns less lhan the enUre undivided surface estate in the above 
described land, whether or not Lessee's Interest is specifoed herein, then the royaKies and rental herein provided to be paid lo the owner d the soU shall 
be paid to him In the proportion which his Interest beerl to the entire undivided sur! ace eetate and the royallies and rental herein provided to be paid to 
the Commissioner d the Generallaod Office d the State d Texas shal be likewise proportionately reduced. Howe-. before Lessee ~usts the 
royal;y or rental due to the Commissioner d the General Land Offoce, lessee or his authorized representative must subrnl to the Commi&sioner d the 
General land Office a written atatement which eocplan the dilaepancy ~ the interest purportedly leased under this lease and the actual interest 
owned by the owner d the soil. The Commissioner d the General Land Offoce shan be paid the value d the whole production anocable to any undivided 
Interest not covered by a lease, less the proportionate development and production coet allocable to such undivided Interest. However, in no event shall 
lhe Commissioner d the Genet' a! Land Offlce receive as a royalty on lhe groes production allocable to the undivided Interest not leased an amount less 
thaon lhe valued Oll<Hixteenth (1/16) d such gron production. 

(B) REDUCTION OF PAYMENTS. K, during the primary term, a portion d the land covered by this lease is included within the bOUndaries 
d a pooled unK that haa b•n approved by the School Land Board and the owner d lhe sollln accordance wHh Natural Resources Code Sections 
52.151-52.154, or n, at any time after the expiration d lhe primary tenn or the extended term, this lease covers a lesser number d acres !han the total 
amount described herein, payments lhat are mede on • per acte basis hereunder shil l be reduced according to the number ol actes pooled, released, 
IUITendered, or OChefwlae severed, so that payments determined on a per acre basis under the Ierma d this lease dur1ng lhe primary term shaD be 
calc:utated baed upon the number d acres outside the boundaries d a pooled un•. or, If after the expiration d the primary term, the number d acres 
adualy retained and covered by thio Iaaie. 

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

22. AUTHORIZED DAMAGES. Leuee shal pay the owner d the soil for damages caused by ita operations to al personal property, 
mprovernents, 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 drUied nearer lhan two hundred (200) feet to any house or bam now on said premises without 
lhe written consent d the owner d the soil. 

True and Correct 
copy of 

Oriqinal filed in 
Reeves County 

Clerks Office 
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25. POLLIITION. In developing this area. Lessee shall use the highest degree of care and an proper safeguards lo prevent pollution. W~hout 
lim~ing the foregoing. pollution of coastal wetlands. natural walerways. rivers and Impounded water shall be prevented by the use or containment 
facil~ies sirffocienl to prevent spillage. seepage 01' ground water contamination. In the event or pollution, L~see shall use all means al ~s disposal to 
recapture a1 escaped hydrocart>ons or otller polutant and shal be reaponsible for al damage to public and ptlvate properties. Leasee shall build and 
mainlain fencM around ils slush. sLmp, and drai nage pils and tar« batlerles so as to protect iYestock against lou, damage or injury; and upon 
c:orT'C)Ietion OllbalodOowo""~ or 1ll'r'f welt 01 wells , LMsee shall fol and IIM!Ial slush pits and celars and completely Cleen up the drilling sMe of al rubbish 
thereon. Lessee shall, whHe conducting operations on the leased premises, keep said premises free or all rubbish, cans, bottles, paper cups or garbage, 
and upon compleeion or operations shan resiOI'e the surface of the land to as near its original condition and contours as Is practicable. Tanka and 
equipment wiH be kept painted and presentable. 

211. REMOVAL OF EQUIPMEHT. Subject to l mlatlons In this paragraph, Lessee shall have the right to remove machinery and foci urea placed 
by Lessee on the leased premises, Including the right to draw and remove casing, within one hundred '-lty (120) days after the expiration or the 
terminalion of this lease unlees the owner of the 1oil grants Lessee an ll!denslon of ttoilo 12(klll)' period. H<Me'lef, L-ee mil)' r>ot remowe CMing fran 
any wen capable of producing oil and gas In paying quantHies. AddHionatly, 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 or the soil. The owner or the soil shall become the owner of any machinery, 
fiXtures, 01' casing which are not timely remoYed by Leesee under the term~ of this paragraph. 

rr. (A) ASSIGNIIIEHTS. Under the condllonl COII!alned In this paragraph and Paragraph 29 of ttols leale, the rights and estates d eittoer 
pat)' to this lease may be assigned, in whole or In part, and the prOIIislonl d this tease ahal extend to and be binding upon their hen, deW-. legal 
representa!Nes, IUOCe88ors and :~~Signs. Howeooler, a change at dMslon in ownership of the land, rentals, or roy811ies.,.. nd enlarge the obtigllllonl of 
Lessee, dlmlnlsh the rights, privileges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or Impair the elfectlvenass of any 
act performed by Lessee. And no change or divlalon In ownership of the land, rental$, or royanles aha II bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, deYisees, legal representatives or asslgm) furnishes the Lessee with slllisfactory wr~ten IIYidence of the change 
In ownership, Including the original recorded munlmenta of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of lhll te.e shal, to the extent of the Interest auigned, relieve and ditcharge Leuee of al sut»equent 
obligatlonl undet this lease. If lhil lease Is aaigned in ils entirety as to only p.t of the acreage, the right and Ol)llon to PIIY rentail shill be apportioned 
as between the several owners ratably, accatdlng to the area or 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 of such assignment In the General Land Office before the next rental paying date, the enUre lease shalltermln81e for fellure lo Pll)' the entire rental 
due under Paragraph 3. Evef)' aalgnee shall succeed to all righls and be subject to el obligMionl, liabltiea, and penalllM owed to the Stale by ttoe 
originll leMee 01 rry pt1or aalgMe of the laMe, Including any labililea to the Stille for unpaid roy811iee • 

(8) ASSIGNMEHT U MITATION. Notwlhetanding any proYioolon In Paragraph 27(1), if the owner or the • oil acqulrea thia lease In whole or In 
part by assignment without the prior written approval of the Commissioner of the General Land Offoce, this leaae Is void • of the time of assignment •nd 
the agency power of the owner may be forfe~ed by the Commissioner. An assignment wil be treated as K K were made to the owner of the soil K the 
asslg.- Is: 

(1) a nomi nee of the owner d ttoe sol; 
(2) a corporation or sut.idiary In which the owner of the soil is a principal stockholder at Ia an employee or such a corporation at sut.ldiary; 
(3) a partnonhip in which the owner of the soil II • p.nner or Is an employee of such •!*I neB hip; 
(4) a principal stockholder or employee or the corporation which Is the owner of the soH; 
(5) a partner or employee in a partnership which Is the owner of the soP; 
(6) a fiduciary fat the owner of the soil; Including but not llmfted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner or the soit. or 
(7) a famly member of the owner of the soil or related to the owner of the soil by man1age, blood, or adoplion. 

21. RELEASES. Under the condlions cmtlined in lhil paragraph and Paragraph 29, L-mil)' Ill rry time exectAe and deWer to the 
owner of the sol and place of reocord a release or releases covering any pOtUon or pOtUons of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be refoeved of allsul»equent obligations as to acreage surrendered. If any part of this lease Is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion th81 the surrendered ICI'eeg& bears to the 8Cfeeg& which was covered by this lease 
rnmediately ptlor to such surrender, h<Me'lef, such release wil not reie\le Leuee of any liabilliea wtolch may have accrued undet ttoi& tease ptlor to the 
surrendef of such aa'e&ge. 

2SI. FlUNG OF ASS!GNMEKTS A ND RELEASES. If 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 Clerll or the 
county in which the instrument Is recorded, must be filed In the General land Offoce wKhln 90 days of the last execution date accompanied by the 
prescribed fiing r- If any such assignment Is nd so filed, the rights acqund under this lease shall be stAlject to forfeiture Ill ttoe option of the 
CommiUioner of the G«*lll Land Ofllce. 

30. DISCLOSURE CLAUSE. All prOIIIslons pertaining lo the lease of the above-desctlbed 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 righta and duties of the parties. Any collateral 
agreements concerning the de'telopment or oil and gas fran the leased premises which are not contained in this lease render this lease Invalid. 

31. FIDUCIARY DliTY. The owner d the soil owes the State a fiduciary duty and must fully disclose any facts effecting the State's Interest in 
the leaBed premlaea. When the interests of the owner of the soil conftict with those of the State, the owner of the aol It obligaled to pu1 the State's 
interests beiOie his petSonal interests. 

32. FORFEITURE. If Lessee shall faU or refuse to make the payment of any sum v.11hln thirty days after I becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or driling, at if Lesaee thaD fail or refuse to drll any 
offset wei or wells in good faith as required by law and the rules and regu!atlonl adopted by the Commissioner of ttoe General Land Offoce, or K Lessee 
should foil to fie reports In the manner required by taw or fal to comply 'rill rules and regUlations pranulgated by the G-al Land otroce, ttoe School 
Land Board, at the Railroad COinmission. or if Leuee should refuse the proper authOIMy acceas to the reeonis pertaining to operMionl, or if Lessee or 
an 8Uihori:zed agent should knowingly fail or refuse to g;..e COtTect informalion to the proper authority, 01 knowingly fail 01 refuse to fumilh the Gener• 
Land Office a correct log or any weA, or if Lessee shan knowingly violate any or the material provisions of this tease, or K this lease Is assigned and the 
aosignmenl is not filed in the General Land Offoce as required by law, ttoe rlgiQ acquired under this lease shall be subject to forfeiture by the 

True and Correcf 

0rig' ,.. n 
Reeves County 

Clerks Office 
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Commissioner, and he shall forfeh same when sufflclenlly Informed of the facts which authorize a forfehure, 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 thos 
lease by operation of law or by reason of any speciallim~lllion arising heteunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rlghla of anoehef Intervene upon aalisfadoty evideoce to the Commissioner of the Gene<al Land Offoce of future compl iance wilh 
the proviliona of the law and of thil loMe and the nllee and regulalione that may be .oopled relative hereto. 

33. LIEN. In accordance wHh 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 Ieete, Lessee Qfants the State, In addition to the lien provided by Texn Natutal RasOUfces Code 52.136 and any other applicable statutoty lien, an 
expreaa contractual lien on and secur1ty Interest In al leased mlnetala In and extracted from the leased premlaes, all proceeds which may accrue to 
Leaaee from the sale of such leased mlnerall, whelher such proceeds are held by Leuee or by a third party, and all roourea on and Improvements to the 
l-ed premises used In connection with the productlon or proceulng of 1uch leMed minerals In order to secute the payment of al royattiee or other 
amounts due or to become due under thls lease and to secure payment of any damages or toss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether expreu or Implied. This lien and security lntereat may be foreclosed wHh or without cour1 proceedings In 
the manner provided in the n1e 1, Chap. 9 of the Texas Buslnesa and Commerce Code. Losaee agrees that the Commissioner may require Lessee to 
execute and record such iMlruments as may be r881onably neceuary to aclmowledge, anach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liena wising from and relating to Lessee's adMtlea upon the abov.deacribed property or from Lessee's acquisl1ion 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. 

3-4. POOLING. Lessee Is hereby granted the right to pool or unhlze the royally Interest of the owner of the soil under this lease wHh any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or ehher of them upon the same terms as shall be approved 
by the School Land Boa<d and the Commissioner of the G-al Land Otroce lor the pooling or unitizing of the interest of the State under this lease 
purauant to Texaa Natural Resource. Code 52. 151-52.154. The owner of the soil agr- that the Inclusion of this provilion in this lease aatlsroes the 
execution requirements slated In Texas Natul'al Resources Code 52.152 . 

35. INDEMNITY. Lessee hereby releases and diScharges the State ot Texas and the owner of the soli, their officers, employees, par1ners, 
agents. contraelora. subcontr&Ciora, gueet5, lnvhees. and their respective aucceeaora and assigns, of and from aR and any actions and causae ot action 
of tNer'f nllute, or other harm, lnclodiog environmental h11m, lor which recovery of damages Is sought, including, but not llrnHed to, all losses and 
expenses which are caused by the activitieol of Lesaee, lb offic:era, employ-. and agents ~Wising out of, incidental to, or reeullng from, the oparalions 
of or for Lesaee on the leased premises hereunder, or thai may arlae out of or be occaaioned by Lessee's breach of any of the tenna or provilions of this 
Agr8Ml8nt, or by any other negligent or strictly ~able 8CI or omission of Lessee. FU11her, Leasee hereby 89f88S to be Wible for, exonerllle, indemnify, 
defend and hold harmless the State of Texas and the owner of the soli, their officers, employees and agents, their successors or assigns, against any 
and all claims, llabilij lee, lossea, damages, aellons, peraonal lnjury (Including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory Including tort, conlraCI, or strict HabH~. lncludiog attOfneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premlaes or In any way related to Leaaee·s failure to comply with any and an environmental lawa; those arising 
from or In any way related to Leaaee'a operllllonl or any OCher ot Lessee'a actlvitlea on the leased premise&; those arlalng from Lesaee'a use al the 
surface of the leased prernilea; .nd thole that may arile out at or be occaaloned by Lessee' a bfeach of any of the Ierma or ptovillons of this AQfeement 
or any other act or omission of Lessee, he dlrectora, offlcera, employees. partners, agents, contractors, subcontractors, guests, inllltees. and their 
reepactlve aucceesora and assigna. Each assignee of this Agreement, or an lntereet theteln, agrees to be Uable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the ownet of the soil, their offlcer1, emptoyoeos, and agents In the same manner prOYided above In connection ~h 
the activitieol of Laaee, lb otfocera, employees, and ag- as deacriled above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
Tl£ JNOEII..n' 08UGAT10HS ANO\OR LIABILITIES ASSUIIIEO UNDER THE TERMS OF THIS AGREEMENT SHAll BE WYTHOUT UMITS AND 
WfTHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUOIHG PRE.exJSTlNG CONDITIONS), STRICT UABIUTY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, COHCUR.RENT, ACTIVE, OR PASSIVE. 

Je. ENVIRO,.ENT AL HAZARDS. Leaaee ahan use the hlgheet degree of ca"e and a1 reasonable safeguards to prevent contamination Of 
polkltioo of any environmental medium, including soil, aulface watera, gtounowater, aedlmenll, and aulface or alhurface attata, ambient air or any 
OChef ermronrnenta medium In, on, or under, the leMed premises, by any -te. polt<Aant, or contaminant. Lessee ahalf not bring or perm;t to remain on 
the leased premises any asbestos containing mate~als, explosives, tOXIc materialS, or aubstances regulated as hazardous wastes, hazardous mater1als, 
haz81dous substance. (as the term "Hazardous Substance· Is deftned In the Comprehensive Environmental Response, Compensation and Uabll~y Act 
(CERCLA), 42 U.S.C. Sections 9601, et leQ.), or toxic aubslances under any federal, stile, or local law or regullllion ("Hazardous Materi als"), except 
ordlnatY ptoducb commonly used In connection with oil and gas exploralion and development operaliona and stored In the usual manner and quantlies. 
I.£SSEE'S VIOLATION OF Tl£ FOREGOING PROHIBITlON SHALL COHSTITVTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LE9SEE SHAU.IHDEIIMFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROIIII 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 PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOLrr THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR Alf'f SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY Tl£ PRESENCE OR RELEASE OF ANY HAZARDOUS MATERJ.ALS IN, ON, UNDER. OR ABOLrr 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPUCABLE LAW. T..S INDEIINFICATION AND ASSlJIIIPTtON SHALL APPLY, BUT IS NOT UIIITED TO, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR Attr OTHER ENVIRO!eiENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTE.D BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM Alf'f 
GOVER .. ENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
Of LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR Alf'f REASON, OF THIS AGREEMENT. 

». APPUCABLE LAW. Thla lease Ia laaued under the provlalons of Texas Natural Resources Code 52.171 through 52.190, commonly 
knOwn as the Relinq~hmont Act, and other awicable atatutes and amendmenta lherelo, and If any provision In thla lease does n01 conform to these 
atautee, the ....... will pteVM fN8( II'I"J nonconforming lease provisions. 
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38. EXECUTION. This oil and gat lease must be signed and acknowledged by the Lessee befora ~ Ia filed of record In the county records and 
In the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease hava been aetiafied, the effective date 
of this lease ahan be the date found on Page t . 

3t. L£ASE FlUNG. Purauant to Chapter 9 of the Texaa Buatneu and Commerce Code, this lease must be filed of record In the office of the 
County Clerk In any county In wtllch all or any part of the leaaed premise• Is located, and certified copies theraof mUll be ftled In the General Land 
Oftloe. This Je .. e Is not etfectlve until 1 certified copy of this lease (wtllch Ia made and certified by the County Clerk ftom hla recorda) Is nled In the 
General Land Oflloe In accordance with Texas Natlxal Resources Code 52. I 83. Additionally, this lease thai not be binding upon the State unleas ~ 
recitM the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the preacriled ftl ng fee ahal 
accompeny such certified copy to the General Land Otfice. 

40. Rentala In the amount of$~ for yeara two and three of this lease have been prepaid. One half (112) of this amount has been paid 
to the Lessor and one ha~ ( 112) hat been paid to the STATE OF TEXAS. Rental for the fourth year In the amount of$ 23 4§0.94 haa not been paid 
and if the fourth year renllllls not paid then this lease will expire. One half ( 112) of tha fourth year rental wiU be paid to the Leasor and one-half ( 112) will 
be paid to the State of Texaa. Rental for the fifth year Is Included In the fourth year rental end if the fourth year rental Is paid, then no additional rentals 
are due under this lease. 

41. See " ADDEDNDUM TO LEASE" for additional provlalons 

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

Chesapeake Operating, Inc., General Partner 

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

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

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

By: Mike Waltrip 

Date: ) -F<-o7 

Heoves \.#uu"'Y 
Ct .. ri<s Office 
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STATE OF OKl.AHOMA (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF OKLAHOMA -r:f_ft 

This Instrument was acknowledged before me on the Is _2-1 __ -;.daA:Y at ~ ....---2007, by Henry J Hocxl as. SenjorYq: 

president - Land and Legal & GpoeraJ Coulllel at Chesapeake OQO[atioo Inc as Gpoeral Pill1oe< Of Chesapeake El!D!oratjoo Umned Partnership on 

behalf of said limjted p;wtnershjp 

STATEOF lt'i.t1 £? 
COUNTY OF 1 A 1tR.A ,v T 

\\11111111111111/ 
,,,,,, "'{OUNG 

11
'''" 

.;:::."' ~· ........ ............ ~1'.: 
~ .• ·;,\}Sl /C ·• ~ 
~(J"t'/~' ~~ ~ 

§ 0/$' ~...,co"~-~q, L..\ ~ 
= I.U flo' !3> ,-v- ~\?::: 
:wcolo ... lf,.,r§ _.~f) ~~-= 
- · 'Z ... -'< . '?" : "-
~ ct.\ ((J ~ 0~ ;; ::J '§ 
~ -... .. u- « o/8~ 
~;. '· .... t,4TE 0~ .... ·' .§" 

///,,,,, cA:N·;o'\~,,,'' 
111''1111\U\\\\\ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared M•ke Waling on behalf of HHI Trusts as aaeot for the MSW Revocable Trust 

Michael s Waltrip Trustee MLH Revocable Trust Maroert L Hanna Trustee and Wlftrio Marnat Trust Kenneth WaltriP Trustee oo behalf of siNd 

IDW1. known to me to be the person whose name is subsetbed to the foreg01f19 IOStruments as and acknowledged to me thai he executed the same for 

the putp058S and consideration therein expressed . 

Given undef my hanchnd seal at otfice 1110 the ll-H day at f ('j)! 4ft 'R '( 20 0 '1 . 

~~ KA/1U~"~ 
NOiary Pubhe in and for ST ,1 T£. U f' T~ M S 

:-2 45 

True and Correct 
copy of 

"'•ginal filed In 
h eves County 

L , i KS Office 
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ADDENDUM TO LEASE 

AttacMd to altd made a part of that certain Oil and Gas Lease dated January 22, 2007 by and between the STATE OF 
TEXAS. acliag by .. d throagb its agea t, HiU Trusts, a~at for the MSW Revocable Trust, MichaelS. Waltrip, Trustee, MLH 
Revocable T.-.st, Ma~ry L Haaaa, Trustee aad Waltrip Marital Tnart, Kea.aetb Waltrip, Trustee, Owaer of the Soil, a ad 
Cltesapeake Es:plontioe Limited Partaenbip, '--e. 

Notwithstanding any provisions of this Lease to the ccntrary, 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 oflesSOI" as owner of the surW:c cstare. Lessee, its swx:esson and assigns, may itself drill a~ well and 
then use the potable water from that well for drilling operatioos that are conducted oo the Leased Premises or lands pooled 
therewith. However, Lessee shall have no right to the use of potable water from the Leased Premises lOr 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 enccunters 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 li:et of an existing water well l.ocated 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 nolice as to Lessee's intentioo 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 the water well 'AS IS' without any warranty and Lessor' s agreement to assume all 
rights, respoosibilities and liabilities, if any, for the operatioo 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 usc existing roads on the leased premises fur 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 aossing. said cattle guards to remain upon premises as Lessor's 

property at the cx.piratioo of this lease. 
6. Lessee will bury and maintain aU pipelines and electrical transmis&ioo lines 18 indies deep below the Sl.rlacc of the ground 
7. Lessee may use no more of the surW:c of the leased premises than is reasonably necessary to usc 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 producti.oo facilities or tank batteries shall be erected oo the surface of the leased 
prern i.ses. 

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 encountcs-ed during drilling, or if a fresh wales- formation is penetrated. 

I 0. 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 aops. 

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 liveslock 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 ccmpletely clean up the drill site of all rubbish th.ercon. 

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 conditioo at the cost and expense of Lessee, it being the intention of the parties hcs-eto that 
Lessee shall restore the surface to as nearly the state 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 
ccpy 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. Weathtr permitting. Lessee shall remove from the herein described premises any and all struclllres, equipment and property 
of every kind and character placed by Lessee on said premises within ninety (90) days after Lessee has finished with the usc 
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 othrr governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut ofT the 
casing at least thirty six (36) inches below the Strlace. 

. '/ 
·~·' rks 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 willtenninate 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 eommeru:emenl of actual driUing operations on a subsequent well (hereinafter referred to as " continuous drilling"). 
Upon the cessation of continuous drilling this lease shall laminate in accordance with the other relevant provisions herein. 
If, however, Lessee bas filed with the Texas Railrood 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 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 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 reimbur-se Lessee for the amount poid herein for such lost interest . 

--

FILE MO . 2 555 

FIIJID FOil llKCOilD 011 'IHE 

Record & Keturn ro : 
Chesapeake Opt.:ratl: tf-, lnc . 
P.O. Box 18496 
Oklahoma City, OK 73154 

15TH DAY Of 

lltr PWmllll HER£11 WIICif Rl:STR1m M WI. ll9fW. 
011 USE If THE OESCRIIlED REAl PIIOI'ERn 8(CAIJSE ~ COUll 
ell Wl ~ 11NW0 NfD UIIDfORCE.A8U UltDEJI f£1lfJW. 
1M 

JUNE A.D. 2007 9: 57 A. M. 

JUNE A.D. 2007 9:00 A. M. 

DIAlfliK 0. FLOUZ, COUJn'Y CLEH 
REEVES COUN'l'Y , ~ ~ •. 
\ -·· ' .• t l 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

l 
f 
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FILE I 2560 ,..... ________________ _ 
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~ustin , 'Oeexas 

OIL AND GAS LEASE L0 130504 
THIS AGREEMENT is made and entered lnlo this 2Z" day of January • 2007, between the State of Texas. acting 

by and through its agent, H-S Minerals and Realty, Ud, By: RC Starr, LLC, General Partner, By: Cydney H S~rd. President and Agent for the State of 

Texas of poBox 27284 Austin IX 7875S-2284 

said agent herein referred to as the owner of the soil (whether one()( more), and . CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, 1n 
Oklahoma linlted partnership, of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496, hereinafter called lessee. 

1. GRAHTlNG CLAUSE. f()( and In consideration of the arr.ounb stlted below and of the co~ and ag.-nents to be paid, kept and 
performed by lessee under this lease, the State of Texas acting by and through the OWilef of the IOU, hereby grants. le- and leta unto ~. for 
the sole and only purpose of proepec:ting and dnl!lng for and producing oil and gas, laying p;pe line~, building tanka, atoring oil and building power 
steliona, telephone lines and other 31ructures thereon, to produce, save, take care of, treat and transport said products of the lease, the foltowtng lands 
situated In Roem County, State of Texas, to-wit 

Block 56, Public School Land Survey 
Section«: N«lh 315 acres of the South 560 amJS, desaibed in W1m1nty Deed from Geo. P. HiH, Independent Executor and Trustee under the Wtll 
of Houston Hill, Deceased, et al, to Geo. P. Hill et al, dated 1011168, of reconlln Volume 288, P~ge 763, Deed Records of Reeves County, Texas 

Contalnlng1 ___ ... 3 .... 15._ __ acres, more or less. The bonus consideration p::k! fr.r this lease Is as follows: 

To the State of Texas One Thousano S.xty Six and 10/100 

Dollars($~ 

To the owner of the soil: One Tho!Jsand Sjxty Six 1nd 10/100 

Dollars ($ 1 066 10 l 

Tolal bonus consideration; Two Thoupnd One Hundred Thrjty Two 1nd 801100 

Dollars ($ 2 132 80 ) 

The tolal ~us consideration paid reprasents a bonus of Three Hundred Iwentx EM Dollars ($325.00) per acre, on 6.5625()() net ac:ru. 

~ TERIII. Sullject to the other provisions In this lease, this lease shaA be for • term of fJYE C 5 l years from 
this date (~n called "pf'mmry term") and as long thereafter as oil1nd gas, or either of them, Is produced in paying qu1ntities from u ld land. N used 
In this lease, the term ' produced in paying quantities' means that the receipts from the sale ()( other authorized commercial use of the IUbslanoe(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 dale. 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 cred~ In the JtjiS IS A PAIP UP LEASE· SEE 
PABAGBAPH40 Bankat ____________________________________________________ ___ 

Or Its sua:essors (which shall continue as the deposMory regardless of changes Ill 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 s~.m on 

or before said date. Payments under this paragraph ahall operate as a rental and shan cover the privilege of defemng the commencement of a wen for 

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

Totheawner~thes~:------------------~------------------------------------­
(Oollars S·-------------------' 

TotheStatoofTe~: ------------------~-------------------------------------­
(Oollars $·--- - --------' 

Total Delay Rental: -=-------------------~-------------------------------------
(Dollars S·---:-----::---::-----' 

In a ~ke manner and upon tile payments annually, the commencement of a well may be further deferred for sU<X:eNive periods~ one (1) year each 
during the p<Vnary term. All payments or tenders of rental to tha owner of the soil may be made by check or sight draft of Lessee, or any assignee of thos 
lease, and may be delivered on or before the rental pay date. If the bank designated In this paragraph (or its suc:oessor bank) should cease to exist, 
suspend business, liquidate. fai ()(be succeeded by another bank, ()(for any reason raa to refuse to acoept rental, Lessee shaU not be held In default f()( 
failure to make such payments ()(tenders ~rentals until thirty (30) days alter the owner ~the soil shal 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/()( gas. Lessee agrees to pay ()( cause to be paid one-half (112) of the royalty prlMded for in 
this lease to the Commissioner of the General Land Office of the State~ 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 
aU condensate, distillate, and other liquid hydrocarbons recovered from oil()( gas run through a separa(()( ()(other equipment as hereinafter provided. 
shall be 1f41h part of the gross production ()(the market value thereof. at the option of the owner~ the soil ()(the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered()( 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, ~ will be run tree ~cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as effoclent, 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 llared gas), which is defined as aU 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 ()(other products) shal be 1/41h part of the gross production ()( the market value thereof. at the 
option of the owner of the soil ()( the Commi&aioner of the General Land Of!ic:e, such value to be based on the highest market price paid ()( offered for 
gas of comparable quality in the general ansa where produced and when run, ()(the gross price paid()( ot'fered to the produoer, whichever Is the greater. 
provided that the maximum pressure base in measuring the gaa under this lease shaD not at any time exceed 14.65 pounds per squ~re Indo absolute, 
and the standard base temperature shaU be sbcly (60) degrees Fahrenheit. cofTIIdion to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method ()(by the most approved method of testing being used by the lnduslly at the time of testing. 

(C) PROCESSED GAS. Royalty on any gall 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 ()( the market value thereof, at the option of the owner 
of the soil()( the Commissioner~ the General Land Office. AI royalties due herein shaD 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 acaulng 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 ~ parent, subsidiary or afl'iJlate) awns an Interest then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) ()( the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (()( If there is no such third party, the hig'-1 percent then being specified In prooesaing agreements ()( contracts In 
the induslly), whichever Is the greater. The respective roydlea on residue gas and on liquid hydrocarbons shaU be determined by 1) the highest market 
price paid ()( ot'fered for any gas (or liquid hydrocarbons) of comparable quality In the general area, ()( 2) the gross price paid or offered for such residue 
gas (or the - ighted average gross selling price for the nsapedlve grades of liquid hydrocarbons), whichever Is the greater. In no evenl 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 ()( any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "caslnghead, • "dry,· ()( 1ny other gas, by fractionating, burning ()(any other processing aha I be ~art of the gross 
production of such products, ()(the market value thereof, 11 the option ~the owner ~ the aoll ()(the Commissioner of the General Land Office, such 
malltet value to be determined as follows: 1) on the baala ~the highest market price of eado product for the aame monlh 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 ana produced; whichever Is the 
greater. 

5. MINIMUM ROYAl.. TV. During any year after the expiration of the primary term of this tease, if this tease is maintained by production. the 
royalties paid under this tease in no event shaD be leas than 1n amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on ()( before the last day of the month sua:eeding the anniversary date of this lease a s1.m equal to the total annual rental less the 
amount ~ 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 shal be one dollar ($1.00) per aae. 

True and Correct 
copy of 

Original flied in 
Reeves County 

Clerks OfflcB 
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. a. ROYALTY IN KIND. Nolwithstanding any other provision In this lease, at any time or from time to time, the owner of the soli or the 
Conunlasloner d the General Land 0t11ce may, at the option d enher, upon not loss than sixty (60) days notice to the holder ol the lease, require that the 
payment o1 a~~y royalties accruing to such royalty owner under this lease be made In kind. The owner ollhe soil's or the Commissioner ol the General 
lMld Olfioa's rigtt to take b rUfWiy In klnd shal not diminish or negate the own« ol the solra or the Commissioner d the Generel Land Otllce'a righta 
or l..euee's obligationa, ""'*"« e.xpreu or Implied, under this leaae. 

1. NO DEDUCTIONS. Lessee agrees that an royaHies accruing under this lease (Including those paid In kind) shell be whhout deduction for 
the cost d producing, gathering, storing, separating, treating, dehydrating, cornpresalng, processing, transporting, and othe<wlse making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the grou value received, Including any reimburaemenls 
fer severance laJces and production related costs. 

a. PLANT FUEl. A ND RECYCLED GAS. No royalty shall be payable on any gao~ • may represent this leaae's propoltlonale share ol any fuel 
used to process gas produced hereunder In any processing plant. Notwithstanding any other provision d this lease, and subject to the written consent d 
the owner d the soil and the Commissioner d the General Land Offic::e, Leesee may recycle gas for gas lift purposee on the leased premises or for 
Injection Into any oil or gas producing fOITllatlon underlying the leased premises ll'fler the liquid hydrocaJbons contained In the gas have been removed; 
no royalties shal be payable on the recycled gas unti I Is produced and solid « used by L.easee In a manner which entlte. the roytiky owners to a 

royal)' under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royaftles not taken In kind shall be paid lo the Commissioner ol the General Land Offoce at 
Austin, Texas, In the following manner: 

Payment o1 royalty on produdion o1 oil and gas shal be as provided In the rulel set forth in the Texas Register. Rur.. currently prcMde that royalty on oil 
Is due and must be received In the General Land Offic::e on or belore the 5th day ol the aecond month succeeding the month ol produdlon, end royalty 
on gas Is due and must be received In the General Land Offa on or belore the 15th day ol the second month succeeding the month ol produdion, 
accompanied by the alfldavlt d the owner, manager or other authorized agent, completed In the form and manner proscribed by the General Land Offoce 
and showing the gross amount and disposHion d all oil and gas produced and the marl<et valued the oa and gas, together with a copy ol an documents, 
records or reP«(s confirming the gross production, dlsposnion and market value Including gas meter readings, pipeline recelpta, gas Une recelpta and 
other checks or memoranda ol amount produced and put Into plpelinea, tanka, or poola and ga lnea or gas atorage, and any other reports « recorda 
which the General Land Offoce may require to -lfy lhe grou production, dlspoaltion and matl<et value. In 1111 caea the author~)' d a manager or agent 
to act lor the L.easee herein must be foled In the General Land Offoce. Each royalty payment shall be accompanied by a check stub, achedule, aumrnary 
or other remittance edvlce showing by the assigned General Land Olfloe lease nLrnber the amount d royalty being paid on each lease. II Lessee pays 
his royaHy on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty ol 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shaN accrue a penalty d 10% d the royal)' due or $25.00 whichever Is graaler. In addition 
to a penalty, royalties ahal accrue in1-t at a rare d 12% per year, auch intereat wll begin to accrue when the rUfWiy Is abcly (60) days Oll'llfdue. 
Affidavits and supporting documents which are not fled when due shall Incur a pentiky In an amount set by the General Land Ollice admlnialrallve rule 
which Is effective on the date when the affidavits or supporting documents _.e due. The L.easee shall bear al reaponai>lily for paying or causing 
roya•les to be paid as prosaibed by the due dale provided herein. Payment d the delinquency penalty shall In no way operale to prohibit the State's 
right d forfeiture as provlided by law nor act to postpone the date on which royalties were originaly due. The above penal)' provisions shal not apply In 
eases d title dispute as to the State's portion d the royalty or to that portion d the royalty In dispute as to lair mar1<el value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Leasee shall annually furnish the C«nmlsaioner ol the General Land Offoce 
wl1h b beat poullle eatlmate o1 oil and gaa reaeNM I.Widertying lhla lease or allocable to thia 1eaae and &hall fl.mlsh said C«nmlaaioner wl1h copies or 
all contracts under which gas Is aold or proc.aed and all subsequent agreements and amendments to auch contrac:ta wl!hln thirty (30) days alter 
entering Into or making such contracts, agreements or amendments. Such contracts and ag.-nents when received by the General Land 0t11ce shan be 
held In confodence by the Gen.,..al Land Offoce unless otherwise authorized by Leesee. All other conlr8Cts and records pertaining to the production, 
transportal ion, sale and marl<eting d the oil and gas produced on said premises, Including the books and accounts, receipts and dischargee ol all wells, 
tanks, pools, meters. and plpelnea shall 811 al tlrnea be subjed lo lnapec:lion and _,!nation by the Commlaaloner ol the General Land Offic::e, the 
Allorney General, the Governor, «the repreaentaliYe ol any ol them. 

(B) PERMITS, DRIWNG RECORDS. Written notice d an operations on this lease shan be submitted to the Commissioner ol the General 
Land Olfoce by Lessee or operator live (5) days before spud date, wor1<over, re-enlry, temporary abandonment or plug and abandonment ol any well or 
wells. Such written notice to the General Land Offoce shall include copies d Railroad Commission forms for application to drUI. Copies ol well tests, 
completion repa1s and plugging repa1s shal be supplied to the General Land Offooe II the time they are filed with the T- R.J~ Commission. All 
applications, permb, reports or other filings th811 relerence lhla lease or any specKic well on the leased prerniaea and that ere slbmitled to the Texas 
Railroad C«nmiulon or any oCher governmental agency ahalllnclude the word "State" In the tlle. Addilonally, In accordance with Railroad Commission 
rulee, any slgnage on the leased premlsee lor the purpose ol idenlifying wells, lank blllterles or other associated improvements to the land must also 
Include the word "State." Lessee shall supply the General Land Ollice wHh any records, memoranda. accounts, reports, cuttings and cores, or other 
informallon relative to the operation d the above-desaibed premises, which may be requested by the General Land Offic::e, In addftlon to those herein 
expressly provided 1«. L.easee shal have an eledrlcal and/or radioadlvtty SlneY made on the bOfe.llole section, from the bae ol the surface casing to 
the total depth ol well, ol all wells driled on the above deacrt>ed premls• and shal transml a true copy ol the log d each survey on each well to the 
General Land Offic::e wllhin fifteen (15) days ~er the making ol said survey. 

(C) PENAL TIES. Lessee shallncur a penalty whenever reP«(s. documents or other materials are not filed In the General Land Offoce when 
due. The penalty lor late foling shall be set by the General Land Olfooe administrative rule which Is effective on the date when the materials were due In 
the General Land Offooe. 

11. DRY HOt.£/CESSATION OF PRODUCTION DURING PRIIIIARY TERM. If, during the primary term hereof and prior to d~ and 
produc:lion ol ol or gas on said land, L.eaaee should dril a dry hole or holea thereon, or if during the primay term hered and Iller the diaco\wy and 
actual production ol oil or gas from the lea&ed premises such produdion thered should ceaae from any cause. this leaae shal not terminale if on or 
belen the 8l<pntion d sixty (60) days from date d completion or said dry hole or cessation ol produdlon Lessee commencee edd~lonal drilling or 
reworldng operations thereon, or pays or tenders the next annual delay rental In the aame manner as provlided In this lease. If, during the last year or the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the produdion d oil or gas should cease lor any cause, 
l..euee'a rights shal remain In futl Ioree and effect without further operations until the expiration ol the primary term; and if Leasee ha not reaumed 
production in paying quantities al the expiralion ol the primay term, Leuee may maintain this lease by condudlng additional dril~ng or rewor1dng 
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. operations pursuant to Paragraph 13, using the expiration d the primary term as the date d cessation d production under Paragraph l3. Should the first 
welt or any subsequent welt drilled on the above described land be completed as a shut-in on Ot gas weD within the primary term hereof, Lessee may 
resume payment d the annual rental in the same manner as provided herein on Ot before the rental paying date following the expiration d sixty (60) 
d~ from the date d completion d such shut-In oil or gas well and upon the failure to make such payment. this lease shal Ipso facto tenninale. If a1 the 
expiration d the primary tenn 0< any time thereaft« a thut-in oil Ot gas well Ia located on the leased premisee, paymen!JI may be made in accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM.If, at the expiration d the primary tenn, netther oil nOt gas is being 
produced on said land, but Lessee Is then engaged In drilling or reworldng operations thereon, this lease shall remain In f«ce so long as operations on 
said welt Ot lOt drilling or reworldng d any adcfrtlonal wells are prosecuted In good faith and in worl<manlike manner w~hout interruptions totaling more 
than sixty (60) dayt during any one tuch operation, and if they reaul In the productlon d oil and/0< gao, to long thereafter ao oil and/a gas is produced 
in paying quantities from said land, or payment d shut-In oil or gas well royallles or compensatory royalties is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration d the primary term, production d oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shan not tenninate if Lessee commences addKional drilling 0< reworking 
operations within sixty (60) days after such cessation, and this lease shalt remain In full f«ce and effect fO< so long as such operations continue In good 
faith and in workmanlik.e manner without interruptions totaling mOte than sixty (60) dayt. tf such driUing 0< reworking operations result In the production 
d 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 
d shut-in oil or gas weU royalties or payment d compensatory royalties Is made as provided herein or as provided by law. If the driUing or reworking 
operations resuK in the completion of a well as a dry hole, lhe lease will not tenninate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion d the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations in good faKh and in a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall g ive wrillen notice 
to the Genenll Land OffiCe orihln thirty (30) d~ d any cessation d production. 

14. SHliT-IN ROYALTIES. For purpa;es d this paragraph, "well" means any weU that has been assigned a wea number by the state agency 
having jurisdiction over the production d oil and gas. If, at any time after the expiration d the primary term d a lease that, until being shut in, was being 
maintai ned in force and effect, a weU capable d producing oD or gas In paying quantfties Is located on the leased premises, but oil or gas is not being 
produced for lack d suftable production facilfties or lack d a su~able marl<et. then Lessee m ay pay as a shut-in oil or gas royalty an amount equal to 
dOUble the annual rent al provided In the lease, but not leu than $1,200 a year for each well capable d producing oil or gas In paying quantities. II 
Paragraph 3 d this lease does not specify a delay rental amount. then for the purposes d \hie pwegraph, the delay rental amount shal be one dollar 
($1 .00) per acte. To be elfec:liw, each irWal shut-ln oil or gas roya):y must be paid on or before: (1) the expiration d 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 tease provisions; whichever date Is latest Such payment shaU be made one-half (112) to the Commissioner d the General Land orr~ee and one­
half (112) to the owner d the soil. II 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 d the lease for a period d one year from the end d the primary term, or from the first day d the month following the month In which 
production ceased, and, all« that, ~ no suttable production facilities or sukable marl<et for the oil or gas exists, Lessee may extend the lease for two 
mae successive periods done (1) year by paying the same amount each yea~ on or before the expiration d each shut-In year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept In effect by payment d the shut-In oil or gas royalty, oil or gas is 
sold and delivered In paying quantftles from a wen located within one thousand (1 ,000) feet d 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 oU or gas royalty shall cease, bul 
the lease shal remain effectlw for the remainder d the year for which the royally has been paid. The Lessee may maintain the lease for four more 
successive years by L.euee paying compensatory royalty at the royalty rate provided in the lease d the marl<et value d production from the wei causing 
the drainage or which is completed in the same producing reservoir and w"hln· one thousand (1,000) feet d the leased premises. The compensatory 
royally is to be paid monthly, one-half (112) to the Commissioner d the General Land OffiCe and one-half (112) to the owner d the soil, beginning on Ot 

before the last day d the month following the month In which the oil Ot 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 d the leased premises. If the compensatory royaHy paid In any 12-month period 
Is an amount less than the annual shut-ln oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end d the 
12-month period. Compensatory royally payments which we not timely paid wil accrue penalty and Interest In accordance with Pwagraph 9 d this 
lease. None d these provisions wiU relieve Lenee d the obligation d reasonable development nor the obligation to driU dfset wells as provided In 
Texas Natural Resources Code 52.173; however, at the determination d the Commissioner, and with the Commissione(s wr~ten approval, the payment 
d compensatory royalties can satisfy the obijgation to drill dfset wells. 

111. RETAINED ACREAGE. Notwkhstandlng ~y provision d this lease to the contrary, after a well producing or capable d producing oil or 
gas has been completed on the leased premises, Lenee shall exercise the diligence d a reasonably prudent operator in driiUng such additional wei or 
wells as may be reasonably necessary for the proper development d 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 d the primary or extended tenn It shall then 
terminate as to all d the leased premises, EXCEPT (1) 40 actes surrounding each oil well capable d producing In paying quantities and 320 acres 
surrounding each gas well capable d producing In paying quantities (including a shut-in oil Ot gas weU as provided In Paragraph 14 hereof), 0< a well 
upon which l..assee Is then engaged In continuous driling or reworldng operations, or (2) the number d aaes Included tn a producing pooled unk 
P!nU&nt to Texas Natural Reaoun:a Code 52.151-62.154, or (3) such greater or Iauer number d acra. • may then be alocated for production 
purpoae5 to a proration unl for each such producing _, under the rules and regulations d the Railroad Commilaion d Taxa&, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date d the partial termination provisions hered, the 
applicable fl81d rules are changed or the weQ or welts located thereon are reclassified so that less acreage Is thereafter allocated to said weD or wens for 
production purpo&es, this lease shall thereupon terminale as to all acreage not thereafter allocated to said weU or wells for production purposes. 
Notwithstanding the terminldon d this lease • to a portion d the lands covered hereby, Lessee ahal nevenheleu continue to hiiYe the right d Ingress 
to and egress from the Iandi atil subject to this lease for all purpo1ee delalbed in Paragraph 1 hereof, togau- with easemen!JI and rights-d-way for 
existing roads, existing pipelina and other existing facilities on, r:Ner and actou all the lands described In Paragraph 1 hered ('the retalnad lands"), for 
acce6& to and from the retained lands and for the gathering or transportation d oil, gas and other minerals produced from the retained lands. 
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(B) HORIZOHT AL In the evenl lhis lease is in force and effect two (2) years after the expiration dale of the primaty or extended term ft shall 
Nrtt>. lenninate as to all depths below 100 feel below the total depth driUed (hereinafter ' deeper deplhs1 in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primaty or extended term lessee pays an amount equal to on&-ha~ (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 said termination shal be delayed for an additional period of two (2) yeatS and so long therealler as oil or gas is produced In 
paying quantities from such deeper depths COYered by this lease. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shan, as nearly as practical, be in the form of a 
square wi1h the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General land Offoce. Wfthin 
thirty (30) days after partlallermination ollhis lease as provided herein. Lessee shan execute and record a release or releases containing a satisfaclory 
legal description olthe act~e and/or d~hs not retaru.J hereunder. The ll!COfded release, or a certified copy of same, ahal be lied in the General 
land Offoce, accompanied by the filing fee presctlled by the General land otra rules In etlect on the date the release Is filed. If laesae fail or ret uses 
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 al his· sole discretion may designate by written Instrument the acreage and/()( depths to be released hereunder and rec()(d such 
instrument at Lessee's expense in the county ()( counties where the lease is located and In the offiCial rec()(dS of the General land Otrtee and such 
designation shall be binding upon Lessee f()( all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, ()(to be pald, 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, recelwr or other agent in control of the leased 
premises shaU driU as many wens as the facts may justify and shaU use appropriate means and drill to a depth neceuaty to prevent undue drainage ol 
oil and gas from the leased premises. In addition, H oil and/()( gas should be produced in commercial quantities within 1,000 feet of the teased premises, 
or in any case where the teased 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 ()( wells upon the leased premises within 100 days after the draining well or wells ()(the 
welt ()( welts completed within 1,000 feel of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 
Only upon the determination olthe Commisaloner of the General land Office and with his wrillen approval may the payment of comp&nsalory royally 
under applicable statutory parameters saisfy the obligation to drill an offael wei ()( wens required under this paragraph. 

18. FORCE M AJEURE. If, after a good faith effort, Lessee is prevented from complying w~h any express ()(implied covenant of this Ieese, 
from conducting drilling operations on the leased premises, or from producing o~ or gas from the leased premises by reason of war, rebellion, riots, 
stnl<es, acts of God, or any valid order, rule or regulation of government auth()(ijy, then whOe so prevented, Lessee's obligation to comply w"h such 
covenant shal be suspended and Lessee shaU not be tiable for damages f()( failure to comply with such covenants: additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting driiGng and reworldng operations ()(from producing oil ()( ges 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 primaty term 
in the absence of such drilling or reworking operations or production ol oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend t~la to the leased premises. If the owner of the soli 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 ()( other liens on the leased premises. If Lessee makes payments 01'1 behalf olthe owner of the soil under this paragraph, Lessee may recover the 
ca;t of these payments from the rental and roya•les 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 Ia specified herein, then the royaftles and rental herein provided to be paid to the owner of the aon shall 
be paid to him In the proportion which his Interest bears to the entire undivided surface estate and the royaft ies and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shal be likewise proportionately neduced. Howe-. before l essee adjusts the 
royally or rental due to the Commissioner ol the General Land Office, Lessee Of his authorized repretentative must aubml to the Commiuloner of the 
General land Offoce a written statement which explains the discrepancy between the interest purportedly leased under thia lease and the actual Interest 
owned by the owner of the soil. The Commissioner ol the General Land Offoce 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 Interest However, in no event shell 
the Commissioner of the General l and Offoce receive as a royally on the gross production allocable to the undivided inleresl not leased an amount less 
than the value of ono-sbdeenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion olthe land covered by this lease is included within the boundaries 
of a pooled unk that has been approved by the School land Board and the owner of the son In accordance wi1h Natural Resources Code Sections 
52.151-52. 15-4, or if, at any time afler 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 acc()(dlng to the number of -acres pooled, released, 
surT1111dered, « othenollse severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shal be 
calculated baed upon the number of acres outside the boundaries of a pooled unl, ()(, If after the expiration of the primary term, the number o1 acre. 
adualy relained and covered by this lease. 

21. USE OF WATER. lessee shan have the right to use water produced on said land necessary f()( operations under this lease except water 
from wells ()(tanks of the owner of the soK; provided, however, Lessee shall not use potable water or water sukable f()( livestock or irrigation purposes 
f()( waterflood operations w khoutlhe prior consent of the owner of the soil. 

22. AliTHOR.IZEO DAMAGES. La.aee aha• pay the owner of the soil f()( damages caused by Ita operations to a• personal prope<ty, 
inpr011611let1ls, livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. Nowell shall be drilled nearer than two hundred (200) feet to any house()( bam now on said premises wfthout 
the written consent of the owner of the soil. 
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25. POU UTION. In developing this area, Lessee shall use the highest degree of care and aU proper safeguards to prevent pollution. Wlhout 
limHing the foregoing, pollution of coastal wetlands. natural waterways, rivers and Impounded water shall be prevented by the use of containment 
facil~ies suffoclent to prevent sptllage, seepage or ground water contamination. In the event of pollution, Lessee shaU use all means at its disposal to 
recapture all escaped hydroc.bons or OCher pollutant and shal be responsible for al damage to public ~ private properties. Lessee shall buid and 
maintain fence~ around its slush, sump, and drainage pits and tank balleries so a to proted iv1111tocl! against loas, damage or injury: and upon 
completion or abandonment of any -u or wells, Lessee shall fiU and level au slush pits and ceUara and completely clean up the dril~ng de of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises. keep said premises free of al l rubbish, cans, boftles. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near ns original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

28. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fuclures placed 
by Lessee on the leaaed premi111111, including the right to draw and remove casing, wMhln one hundred twenty (120) days after the expiration or the 
termination of thilllea&e unless the owner of the soil grants Lessee an extension of this 12Cklay period. However. Leasee may not remove casing from 
any well capable of producing oil and gas In paying quantHies. AddHionally, Lessee may not draw and remove casing until after thirty (30) days wmten 
notice to the Commissioner of the General Land OffiCe a.nd 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. 

rr. (A) ASSIGNMENTS. Under the con~ions 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 shal extend to and be binding upon their heirs, devisees, legal 
repr85ent~. sUC<;88sors ~ assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the ob~alions of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effediveness 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 wHh satisfactory wmten evidence of the change 
In ownership, Including the origilal recorded muniments of title (or a certified copy of such original) when the ownership changed because at a 
conveyance. A total or partial aulgnment of this lease shall, to the exlent of the intereat assigned, relieve and discharge Leaaaa of all subsequent 
obligations under this lease. If this lease is assigned in ils entirety 35 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 at the land upon which pro rata rentals are timely paid or tendered; however, W the assignor or assignee does not file a certified 
copy of such assignment In the General Land Offtee before the nexl rental paying date, the entire lease shaM terminate for failure to pay the ent~e rental 
due under P.-agraph 3. Every auignaa shall succeed to all rights and be subjed to al obligations, liabiitiea, and penalties owed to the State by the 
original lessee or any prior aasignee of the lease, Including any iabUiea to the State for unpald royaltiea. 

(B) ASSIGNME.NT UM ITATION. Notwtthstanding any provision In Paragraph 27(a), W the owner of the soil acquires this lease In whole or in 
part by assignment without the prior written approval of the Commissiooer of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfe~ed by the Commissioner. An assignment will be treated as W n were made to the owner of the soil W the 
assignee Is: 

(1) a nominee at the owner of the soil; 
(2) a corporation or subaldi81)' 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 soU; 
(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 l imited to a guardian, trustee, executor, administrator, receiver, or cooservator 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 soa 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 wil nof relieve Leaaaa of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. F lUNG 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 Cleli< of the 
county In which the instrument Is recorded, must be flied in the General Land Offtee w~hln 90 days of the last execution date accompanied by the 
preactibed filing fee. If any such assignment is not so flied. the rights acquired under this teaae shall be subject to forfeiture at the option of the 
Commisso- of the G-a Land Offoce. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the tease 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 corteerning 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 diacloae any facta lltfeding the State's interest in 
the leased premis1111. When the interests of the owner of the soil conflict wlh thOle of the State. the owner of the soil is obligated to put the State's 
intereata betore hill personal intereats. 

32. FORFEITURE. If Lessee shall faU or refuse to make the payment of any sum within thirty days after ~ becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or dritnng, or if Lessee shall fall or refuse to drill any 
off5et wen or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Offoce, or W Lessee 
should fail to file reports In the manner required by law or fail to comply with rulel and regulations promulgated by the General Land Office. the School 
Land Board, or the Rallroed Commission, or if Lllllsee should reluse the prope1' authority -. to the recorda pertaining to operations, or if Leaoee 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 wen, 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 Offtee as required by law, the rights acquired under this lease shall be subject to forfeiture by the 

True and Correct 
copy of 

Original filed in 
Redves Co , ty 
Clerks Offtca 

•• • • • • •• • 
• 

•••• • • • •• • 
• 

•••• . . 
•••• 

••• • • • •• 
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CanmiM;one;., and he shall forle~ same when suffiCiently informed of the fecls which aU1horlze a forle~ure, and when forl~ed the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shan be conslrued as waiving the automatic termination of this 
lease by operation d law or by reason d any speciallim~ation arising hereunder. Forleilures may be set aside and this lease and all rights !hereunder 
~ed before the righls d ~ int~ ..,on satiofadory evidence to the Canmiasioner of the General Land Office of Mure conpliance with 
the prollisions d the law and d 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 fnt 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 fien provided by Texas Natural Resources Code 52. 136 and any other applicable statutory lien, an 
express contradual lien on and security Interest In an leased minerals in and extracted from the leased prernis111, all proceeds which may accrue to 
Lessee from the sale c1 such leased minerals, whether such proceeds are held by Lessee 01 by a third patty, and all fixtures on and impr~ents to the 
leased premises used in connection will the production 01 processing cl such leased minerals In order to secure the payment cl all royaltiea 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 d 
any covenant or condition d this lease, whether express or implied. This fien and security interest may be foreclosed with or without court ,proceedings In 
the manner provided in the n re 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and recOfd such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior flOriS arising from and relating to Lessee's acti'Jities upon the above-described property or from Lessee's acqullltion d thll lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may decla-e thil lease forf~ed aa provided 
herein. 

34. POOLING. Lessee Is hereby granted the right to pool or un~ize 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 eHher of tham upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Offoce for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.15-4. The owner d the soil agr- thai the inclusion d thll provision In thil lease satisfoee the 
exectrtlon requirements staled in Texas Natural Resoui'C86 Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State d Texas and the owner of the soil, their dfteers, employees, partners, 
agents, contreclors, subcontractors, guests, inwees, and their respective successors and assigns, d and from an and any actions and causes of action 
d every nature, or other hann, including environmental harm, for which recovery of damages is sought, including, but not lirnHed to, aD losses and 
expenses which are caused by the activities d Lessee, Its offlcen, employees, and agents arising out d , incidental to, or reeuling from, the operations 
d or for Lessee on the leased premises hereunder, or thai may arise out d or be oc:caioned by Lessee's breach d any of the terms or provisions d this 
Agreement, or by any other negligent or strictly liable act or omission d Lessee. Further, Lessee hereby agr- to be iable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner d the soil, their df!Cers, employees and agents, their successors 01 assigns, against any 
and aU claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses. or other harm for which recovery d damages 
is sought, under any theory including torL contract, or strict i abitity, including aHomeys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or in any wvy related to Lessee's failure to comply with any and al environmental laws; tha&e arising 
from or in any wvy related to Lessee's operations or any other d Lessee's -=tMties on the leased premis111; those arising from Llllsee'a use d the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach d any d the terms or provisions d this Agreement 
or any other act or omission d Lessee, b directors, dfteers, employees, partners, agents, contractors, subcontreclors, gueets, Invitees, and their 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein, agre~~~ to be fi able for, exonerate, Indemnify, defend and 
hold harmless the Stated Texas and the owner of the soil, their dfteers, employees, and agents In the same manner provided above In connection wHh 
the activities of Lessee, its ollicers, employees, and agents as descrlled above. EXCEPT AS OTtERWISE EXPRESSLY LIMITED HEREIN, AU. OF 
THE INDEMNITY OBUGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOliT LIMITS AND 
WITHOliT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONOfTIONS), STRICT UABIUTY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INOEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRO,...EHTAL HAZARDS. Lessee shall use the highest degree d ewe and all reasonable safeguards to prevent contamination or 
pollution d any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface "trata, ambient air or any 
other envirorunental 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 hazaJdous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance· Is defoned 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 Materials1 . excepl 
Ofdinary products canmonly used in connection wih oil and gas explorlition and development operations and stored In the usual manner and quanllles. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON SHALL CONSTTT\ITE A MATERIAL BREACH AND DEFAULT HER£UNOER 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, UABIUTlES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR A~ SOIL OR GROUND WATER 
COHTAIIINATlOH AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF A~ HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WTlli THE REQlAREIIENTS OF 
APPUCABt..E LAW. THIS INDEIINFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABIUTY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR A~ OTHER ENVlRONIIENTAL 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 A~ 
GOVER .... ENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR A~ REASON, OF THIS AGREEMENT. 

37. APPUCABL£ LAW. This lease is iMued under the provisions d Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Reinqullhment Act. and other applicable statutes and amendments thereto, and if any provision In this lease does not conform to these 
sblu!ES. the statutES wil prevail over any nonconforming lease provisions . 

.... 

••• • • • •• • 
• 

•••• • • • •• • 
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~- EXECUTION. This oil and gas lease must be signed and acltnowledged by the lessee before h is filed of I1ICOid in the oounty records and 
in the General land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, lhe effectlve date 
of this lease shaY be the date found on Page 1. 

311. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Business and Convnerce Code, this lease must be filed of I1ICOid in the office of the 
County Cieri< in any oounty in which all or any part of the leased premises Is located, and certified c:oples thereof must be filed In the General land 
Office. This lease is not effectlve until a certified c:opy of this lease {which Is mede and certifoed by the County Cieri< from his records) Is filed in the 
General land Office in acx:otdance with Texas Natural Resources Code 52.183. Additionally, this lease shaU not be binding upon the State unless~ 
recites the actual and true c:onsidemion paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified c:opy 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 leu&t 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 ,.,ar rental is not paid then this lease will expire. One half {112) of the fourth year rental wiN be paid to the Lessor and onHialf {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. 

•1 . See "AODEDNDUM TO LEASE" for additional provisions 

Lessee 

CHESAPEAKE EXPLO 

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

Chesapeake Operating, Inc., General Partner 

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

Date: - --------

STATE OF TEXAS 

By: Cydney H Shepard, President 

Date: _________ _ 

True and Correct 
copy of 

Onginal filed in 
f-=!eeves County 
Clerks Office 

••• • • • •• • 
• 

•••• • • • •• • 
• 

•••• • • •••• 
••• • • • •• 
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STATE OF OKLAHOMA (CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this dey personally appeared CVdoey H Sheoard President of BC Starr LLC General Par!ner on behalf of 
H-S Minerals and Realty Ltd on behalf of sajd partnership known to me to be the person whose name Is subscribed to the foregoing Instruments as 

.... 
True and Co ct 

copy of 
n riginal filed in 

~------------~------------~----~~~~~~~zy 
~.arks Offico 

••• • • • •• • 
• 

•••• • • • •• • 
• 

•••• • • •••• 
••• • • • •• 
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ADDENDUM TO LEASE 

Attached to and made a part of tbat cer tain Oil and Gas Lease dated January 22,2007 by and between the STATE OF 
TEXAS, Klin g by aad throygb its ageat. H-S Millerals aad Realty, Ltd, By: RC Starr, LLC, General Partner, By: Cydoey H 
Sbepa rd, President. Owuer of the Soil, a nd Chesapeake E:~ploration Limited Partuersbip, 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 operatims 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 usc 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 the water well 'AS IS' without any warranty and Lessor' s agreement to assume all 
rights, responsibilities and liabilities, if.any,-for the operatim and maintenance of said water well, including but nol limited to 
plugging of the welljn accordance with any regulaiions 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 expiratim 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 usc no more of the surface of the leased premises than is reasonably necessary to usc 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 facilities 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 noeify 
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 Soil , other land, and crops. 

II . Upon written demand by Owner of the Soil, Lessee shall build and maintain fenoes around its slush, sump, and drainage pits 
and tank batteries to protect livestock against loss, damage or injury; and upon completion or abaodmment 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. 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 restore the surface to as nearly the state 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 r ights 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. 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 oo said premises within ninety (90) days after Lessee bas finished with the usc 
of the area where such structure, equipment and property are placed. Aller 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 Commissim or other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the 
easing at least thirty s ix (36) inches below the surface. 

True and Correct 
copy of 

{1r• inal filed in 
fieeves County 

Ctt:Hks Office 

BU1 

••• • • • •• • 
• 

•••• • • • •• • 
• 

•••• . . 
• ••• 
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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 th is 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 acoordance with the other relevant provisions herein. 
I( however, Lessee has 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 authorizat ion 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 shou.ld 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 

--

FILK 110 • _ __,2""-5=60.......___ 

FILKD FOil ucom 011 'ID 15TH 

Record & 'Rr:urn •0 · 

Chcsapt... 1.•- f 1· .;• .... !oc. 
P.O. Bux lh4lJf. 
Oklahoma CiLy, OK 73154 

--

, ,..,... ...... tHQt REmi8I'S TH£ SM.E. ,.,.., 
.... M DOCflefD R£Ali'IIOP(Rl't llt:CAIJS£. QUI 
...a IIINIUIIW MJi6Cil&1 UIIIIOI fDOM. 
l.W 

Dn 01' JUNE A.D. 2007 9:57 A. •. 

DULY...,._~ .llhB II&I OF_~JUNE~~--------A.D. 2007 9·00 A H. 

RBEVU comrn. 'l"'n'~ .. _ _ 

~y ,'t l \) -~ 

BY. e : fill..-~o u.~ DIBIIB O. PLGIBZ; oomnT CI.1K 

~----~~----------~ .............................. ~~~--~~--~~ect 
cop.y of 

Original filed in 
H e>eves County 

(.,arks Off 

••• • • • •• • 
• 

•••• • • • •• • 

•••• • ••• • 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

' ' ' . 



Certifi ed Mail #700707 1 000005380 1953 
March 16,20 10 

Chesapeake Exploration Limited Partnership 

PO Box 18496 1/F /, 0 zLio J c-.. ./ 
Oklahoma City, OK 73 154-0496 ~ _ ~ ,_ n I) )_;l 
Attention: Land Department J ~t LA- ~ f l.Jl ~ il.J r 

RE: MF 108255, Blk 56, Public chool Lands urvey, Sec 44: N 3 15 ac of 560 ac, Reeves Co TX 
5 Leases from the Hill family entities as Agent for the State of Texas 

Ladies and Gentlemen: 

Our records indicate tha t the referenced leases have terminated fo r fa ilure to pay the fourth year delay rentals 
due on or before January 22, 20 I 0. 

According to our fil es, you are the reco rd Lessee under these leases. Pursuant to the Texas Administrati ve 
Code, we request that you fil e with thjs offi ce a recorded original or certified copy of a Release of these State 
Oil and Gas Leases along with a processing fee of $25.00 per document to be sent to the attenti on of Beverl y 
Boyd. 

You have 30 days from receipt of this letter in which to present evidence and convince the General Land 
Office that a terminatio n has not occurred. If such evidence has not been presented at the expiration of the 
30-day period, the mineral fi le sha ll be endorsed " terminated.' 

Any well on the 3 15 acres should be plugged and abandoned in accordance with Railroad Commission Rules 
and Regulations. The General Land Office will actively oppose any action to avoid or postpone compliance 
with these requirements. 

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

Yours truly, ., . /r 
< .!.~~~. c-- J(YiL--JL-;~ 
Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475-1579 
51 2-475-1543 (fax) 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

wwv.'.glo.state. rx. us 
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RELEASE OF OIL AND GAS LEASE 

•• • • • • • • • • . . ' ... ~ 

BOOK 8 4 1 

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. 116 
Block 56, Public School Land Survey 
Section 44: the North 315 acres of the South 560 acres 
MF108255 

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

instrument this \Clt'\1 day of Mll1Gh ' 2010 

CHESAPEAKE EXPLORATION, L.L C , 
an Oklahoma limited ~ty company 

PAGE 29 5 

/ ~:;;-/ 

By: ~ / _;j/n 
Henry J. Hood, Senror Vice President-
Land and Legal & General Counsel "VfJ C-

~ 
STATE OF OKLAHOMA 

ss: 
COUNTY OF OKLAHOMA 

This instrument was acknowledged before me on this l.frt.h day of 
MO.'iC'v\ , 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. lliu~&g 

My Commission Expires: 03{~?:>/l \ 
Commission Number: ~70091?> \ 

W \Pemuan_Southllevescy\ReleasesiTX3230442.001 doc 

YILE I ]] 73 

Notary ublic 

AA"Y PIMMSIOH K£P.£III'IHICM RESTIIICTS THE Sit£, Rami., 
011 USE Qf II{{ MSCil!B(I) RUJ. F!!OI'fi!Tl' IROOJS£ Of COtCII 
0!1 R.IC( IS III'IAUO Rfil ~ UIIOtR rt:DEliAl 
1M 

FLLED FOR RECORD ON THE 1 2TH DAY OF__.,A..._p...,R._.l_..I.~ ____ A.D. 1010 4 : 26 P H. 

O~CORDEDij~·.--Jo~=-o.~R __ DAY OP_..aA..._p..[\R_..l_...I.~----A.D. 2010 9:00 A H. 

BkW 0 ic~Hti UCJ~ , DEPUTY DIANlfE 0. FLOREZ , COUNTY CLERK 
REEVES COUNTY, TEXAS 



• • •• • • .-- ; • • • • • • • • • • • • • • • • • •• .. 
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Apri l 29, 2010 

VIA OVERNIGHT COURIER 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress Ave. 
Suite 935 
Austin, Texas 78701-1 495 

• •• • t • • 
• • , 6 • • • • 

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

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

Dear Ms. Boyd: 

Rebecca Young 
Asslst,mt I ,mdman 

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 file 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 th is regard, please call me at (405) 935-4344. 

Sincerely, 

apeake Exploration , L.L.C. 

e~~ny--
sistant Landman 

Enclosures 

Chc~apcakc Energy Corporatio n 
P.O. Bo\ I !!4% • Okl,1homa City, OK ~3 I )4-04% • n I 00 N. Wc\rcrn .\\cnuc • Okl.1homa (If) . 01\ ~ ll Ill 

405.9H.4 144 • 1.1'\ 4!H.91'i.42'i I • hccb.\oung~d1k.t:om 



• ••• • • • • • • • •• • • 
' . .. Chesapeake Operating, ' Inc. 

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

008019 T X GENERAL LAND OFFICE No. 1279657 

VOUCHER INVOICE INVOICE DESCRIPTION OR NET AMOUNT 
NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT 

284801 04/22/10 042210 BALMORHEA PROSP REC FEES 400.00 

1( 70724 7 

roh 
Total for check ~ $400.00 



file No. _mi-L-L..!..t=='--'l...::O::::;..~;;__~;_s_-_~----

Dare Filed: _....:::5~/_3.:..,,r'Jl/'--"D----­
Jerry E. Patterson, Comm isswnc• 

By __ b~~---~-"-j __ _ 
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RELEASE OF OIL AND GAS LEASE 

STATE OF TEXAS ) 

COUNTY OF REEVES 
) ss 
) 

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

Exploration L1m1ted Partnership, whose address IS P 0 Box 18496, Oklahoma C1ty, 

Oklahoma. 73154-0496, does hereby release, relinqu1sh and surrender all 1ts nght, t1tle 

and interest 1n and to that certam 011 and Gas Lease located in Reeves County, Texas . 

and descnbed as follows: 

LESSOR: 

LESSEE. 
DATE· 
RECORDED: 
DESCRIPTION: 

STATE LEASE #: 

State of Texas, acting by and through its agent, Hill Investments, Ltd , 
By: Casody Enterpnses, LLC, General Partner, By: Alan M H1ll, 
President 
Chesapeake Exploration Limited Partnership 
January 22 , 2007 
Vol. 770, Pg. 385, Entry 3279 
Block 57, Public School Land Survey 
Section 8: W/2 
MF1 08253 

IN WITNESS WHEREOF, the undersigned owner and Lessee hc:s s•gred th1s 

mstrument th1s \Qfu day of M{b..vrh , 2010 

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

;::.. 

By ~ 
Henry J. Hood. Sen or V1ce Pres1dent -
Land and Legal & General Counsel 

9 ,-: "; 
STATE OF OKLAHOMA ) 

) ss: 
COUNTY OF OKLAHOMA ) 

Th1s Instrument was acknowledged before me on th1s J.a±b day of 
M ().X G\t) , 2010, by Henry J. Hood, as Semor V1ce President - Land and Legal 

company ~ 
& General Counsel of Chesapeake Exploration, L L;;r;;;a.C. o behalf of sa1d lim1ted liab1hty 

--~~~~M~i~L-~~~-v------

My Comm1ssion Exp1res: 0~'2.% / I\ 
CommiSSIOn Number: 0100 1 l 
w Pe,.,.ar _So..tniLe•escy\ReleasesiTX 1992160-00~-:.o: 

Fl.LB I 1392 

Notary Public 

FIJ...KD roa UCOilD 011 'llJE 30TH DAY or __ AP __ RI __ L __________ A.D. 2010 1: 17 P H. 

~~iD tfj~ 5! DAY OF---"MA=Y _____ .A. D. 2010 9:00 A M • 

.XJ.j f)}Jj ·fci fJiu(-; , ,DEPUTY DIAOE 0 . FLOUZ, COmiTY CUW. 
llDYKi COWJn, TUAS 

~ 
j 

1 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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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 5 Release of Leases 
MF 108252, Section 5, Block 57, PSL Survey 
MF 108253, W2, 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 
Reeves County, Texas 

Dear Ms. Boyd: 

Rebecca Young 
AssiSiulll Landman 

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 1295821 in the amount of $125.00 
which represents the requi red filing fee of $25.00 per Release. 

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

Sincerely, 

~!oration , L.L.C. 

R ecca Youn~ ~r 
ssistant Land~ 

1 

Enclosures 

Che apeakc Energy orporation 
P.O. Box 18496 • Oklahom,t C II)', OK ~3154-0496 • 6 100 1. Wesrern A\'enue • Oklahoma Ctry, OK 73118 

40'i.935.4144 • fax 40S.935.4251 • hecky.young@chk.com 



r de No -:O__,....Lb,.,....--......-~-------·--­
ILJIO~ 0,- '2 - '? 

Dare Filed: ----~-----r-~_.:1_' __ 
Jerry E. Paut·r~tm, Cumllll'\sloncl 

By ________ ~~~---
_s_s 7 13 o/ ::J 01 

)_~=1f 
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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 Lim1ted Partnership, whose address is P. 0 . Box 18496. Oklahoma C1ty, 

Oklahoma. 73154-0496, does hereby release. rehnqu1sh and surrender all its right, t1tle 

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

and descnbed as follows: 

LESSOR. 

LESSEE . 
DATE . 
RECORDED: 
DESCRIPTION: 

STATE LEASE #: 

State of Texas, acting by and through its agent, Hill Trusts, agent For 
the MSW Revocable Trust. M1chael S. Waltrip, Trustee, MLH 
Revocable Trust, Margery L. Hanna, Trustee and Waltnp Manta! 
Trust. Kenneth Waltnp, Trustee 
Chesapeake Exploration L1m1ted Partnership 
January 22, 2007 
Vol. 766, Pg. 237. Entry 2555 
Block 56, Public School Land Survey 
Section 44: the North 315 acres of the South 560 acres 
MF108255 

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

instrument this I Ufh day of M OJ; (,~ . 2010 

CHESAPEAKE EXPLORATION, L.L.C , 
an Oklahoma limit/l1ty company 

/ /, 
./ 

/ < .. .:--) 
By: / ... / 

Henry"J. Hoo((Senlor V1ce Pres1dent ­
Land and Legal & General Counsel tf:.,. 

STATE OF OKLAHOMA 
ss· 

COUNTY OF OKLAHOMA 

Th1s Instrument was acknowledged beFore me on th1s J.Q±1, day of 
M Di Lb . 2010, by Henry J. Hood. as Sen1or V1ce Pres1dent - Land and Legal 

& General Counsel of Chesapeake Exploration. L L.C. on behalf of sa1d lim1ted hab1hty 

company a w.~~ 
Notary Public 

My Comm1ss1on Exp1res· Q({ ~~!I\ 
CommiSSIOn Number: OJ 00 \£ \ 
W IPenrnan_Soutn\levescy\ReleasesiTX3230442.002 ooc 
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Nfr I'IIOI'ISI()Ij H£1£11 WHIQi IIESlRJCfS THrSAt(, lt9iW., 
OII UU ti Til£ ~.&J) AUI. FIIIJIEm &CAIJSl Of ceu. 
011 aAI:( ~ Mt\IU)-~Ill& fliiMt 
1M 

YI.L..Im FOil. II.ECOII.D !* THE J 0 t h DAY OY __ A_P_R_I _L _ ____ ... D. 20 10 1 : 16 p If. 

DU Of _ _,_,MA"-'-"Y ______ A.D. 2010 9 : 00 A If . 

,DE.PUTY DI.AlOIE 0. YLOII.KZ, COUWTY Cl.KU 
II.DVKS COUIIT1' • T~ 

.. 
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STATE OF TEXAS 
COUNTY OF REEVES 
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May 26, 2010 

VIA OVERNIGHT COURIER 

Ms. Beverly Boyd 
Texas General Land Office 
1700 N. Congress Ave. 
Suite 935 
Austin , Texas 7 8701-1495 

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 
Assrstant I _,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 fi le 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. 

~~~rr 
Enclosures 

Chc apcakc Energy orporation 
P.O. Box 18496 • Oklahoma C1ty, OK 73 154·0496 • 6 100 . Western A1cnuc • Oklahoma Cn), OK -31 18 

405.935.4344 • fax 405.935.425 1 • hcck).youn~@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 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, Hill Investments. ltd., 
By: Casady Enterprises, LLC, General Partner, By: Alan M. Hill, 
President 
Chesapeake Exploration Limited Partnership 
January 22, 2007 
Vol. 769, Pg. 138 
Block 56, Public School Land Survey 
Section 44: the North 315 acres of the South 560 acres 
MF108255 

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

instrument this [ 0 fu day of N\a.~ v \'1 , 2010 

CHESAPEAKE EXPLORATION, L.L.C., 
an Oklahoma limited l i~ company 

-~/ 
By: ___.?G / .~ 

Henry J. Hoo , enior Vice President- c._ 
Land and Legal & General Counsel &":' 

STATE OF OKLAHOMA ) 
) ss: 

COUNTY OF OKLAHOMA ) 

This instrument was acknowledged before me on this l._Ctl:h day of 
hl(}~L\') , 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. ~~ 

My Commission Expires: o~!1M I \ 
Commission Number: _ ()Jo.L..JJ_,0"-0_,_g..u...l3t=.L\ __ _ 

W \Permoan_South\levescy\ReleasesiTX32304.ol2~ doc 

FILE I 1391 

Notary Public 

wr P'!iOWISION 1001 Wtt';)f IIESTlllm M W£.RW. 
OlllJ$( If Ill( oncl'.B(I) R£AI. fRO!'{ RTf~~ Of ca01 
011 ~IS IIMUil oUil ~ IIIOftiUM. 
LM 

Fll!ID FOR RECORD ON THE 30TH DAY OF APRIL A.D. 1010 1 : 17P K . 

DAY OF_MA_ Y _ _ _ _ ___ A.D. 201!9:00 A K. 

, DEPUTY D IAIIIfl 0. n.oa.u, COUMTY CU:U 
REEVES COO'IITY , TKXAS 



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 possess1on, as the same 1s 
filed/recorded 1n the public records of my oH1ce, found in VOL. Jl!l.2._, 
PAGE 41iL, THRU XXXX .OFFIC~cblffiklC 

.~'';•;, lherebycertifiedon ____.l / 6 / 2 010 .. ~~ ~- ~.::?. 
t~ -~~ DIANNE 0. FLOREZ, COUNTY CLERK 

·~ ~~~PUTY 

.... 
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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 5 Release of Leases 
MF 108252, Section 5, Block 57, PSL Survey 
MF 108253, W2, 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 
Reeves County, Texas 

Dear Ms. Boyd: 

Rebecca Young 
Ass1sta11t I a//(l/1/all 

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 1295821 in the amount of $125.00 
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, 

Enclosures 

he apcakc Encrg)' orporation 
P.O. Box 18496 • Oklahoma Cuy, OK 73 154-0496 • 6100 1• Western A1·cnuc • Okl.1homa C1ty, OK 71 118 

40).935.4344 • fax 40S.93S .4251 • bccky.voung@chk.com 



Fi k No. ___:{IYt__:...!..r::_~\ ();__::8:...__?.._5_~_--___ _ 

Date Filet!. ----lo"~--="t..::.....-_@~....:.-___ _ 
Jerry E. Patterson, C~mmisstoner 

By Q~J' 


