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HAL REVIEW SHEET 

Transacti:Jn # 6174 Geologist: R. Widmayer 

Lessor: Jobe, B.M. and wife Lexa Dean Jobe Lease Date: 4/29/2008 

Lessee: Pinnacle Land Services, Inc. 

LEASE IISCRFTJIIN 

CoWJty PIN# 
REEVES tyoc-
REEVES 

t Vo 
REEVES 

REEVES 3?0"" 

~v 
-z.-t. 

TERMS DFHRED 

Primary Tll'flt 5 years 

Bonus/ A(2'8: $400.00 

Rental/ Acre: $1 .00 

Royalty: 1/4 

Gross Acres: 

Net Acres: 

BasoAm No Part Soc. 8110 Twp 
136499 ALL 34 55 04S 

136500 ..... ALL 36 55 04S 

110387 ALL 40 55 04S 

134367./ S/2 44 55 04S 

TERMS RECDMMEJ&D 

Prinary Term 

Bof1Js/ Acre 

Rental/ Aero 

Royalty 

5 years 

1/4 

$400.00 

$1 .00 

2240 

2240 

Survoy 
T & PRY CO 

T& P RYCO 

T & PRY CO 

T & PRY CO 

u~ :l 

Abst# 
4431 

4432 

3148 

4741 

COMPARISONS 

MF# 
MF106605 

Lossee Data Torm BonW~/Ac. 

$150.00 

Rmtai/Ac. Roy~ty Distance 

MF106998 

Shaw Interests, Inc. 

Pinnacle Land Services , Inc. 

12/6/2004 5 years 

8/21/2006 5 years 

$1 .00 1/5 

$325.00 $1.00 1/4 

Conunlllts: Delay rentals are paid up for the 2nd and 3rd years. 4th year rental will be $400.00 per acre and will pay 
up the 5th year. 

A~v@~ o- I.CS 

Thursday, May 01, 2008 

Last lease 

1/2 Mile West 



· RE1INQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 01-May-08 

Bill Warnick, General Counsel 

Louis Renaud , Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chjef Geologist 

Applicant: Pinnacle Land Serv ices, Inc. 

Prim. Term : 5 years Bonus/Acre 

Royalty: l/4 Rental/Acre 

Consideration 

County: 

$400.00 

$1.00 

Recommended(q~ 
Not Recommended: 

Date: £: 1 ' 6 ~ 

- ---

REEVES 

Comments: Delay rentals are paid up for the 2nd and 3rd years. 4th year rental wi ll be $400.00 per acre and will 
pay up the 5th year. 

~ase Fom1 
Recommended: 72c)1f 

ot Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: 

Not Recommended: - - --

Bill Warnick, General Counsel 

Recommended: /;Vf'LJ 
Not Recommended: ----

Approved:--='----

ot Approved: ___ _ 

Date: .,<)/3o / oJ' 
~ 7 

Datef~/o 'i> 

Date: {( l/ k ~ 

Date? L oe 
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PARKS LAND MANA GEMENT, L.L.C. 
RESEARCH AND LEASE ACQUISITION SPECIALISTS 

DOYLE W. PARKS 
OFFTCE: 432-399-4659, TOLL FREE-1-866-764-8371, CELL: 1-432-264-8024, FAX: 1-432-399-4203 

11306 N CR31 I P.O. BOX 711 

June 4, 2008 

Texas General Land Office 
Attention: Drew Reid 

BIG SPRING, TEXAS 79720 

1700 N. Congress Avenue, Suite 600 
Austin, Texas 7870 1 

Dear Mr. Reid; 

I have enclosed the following certified copies of the recorded Mineral Classified 
leases (2) for B.M. Jobe and the bonus check and approval/filing fee checks for 
$250.00 for both leases. 

I have also included the check for $1 25.00 for Mary Heinze Romano Children's 
Trust on Sec. 268, Blk. 13. It was left out of the last packet that was mailed on May 
28, 2008. 

(1) B.M. Jobe, aka Billy Mac Jobe and wife Lexa Dean Jobe- Sections 34,36,40,44, Block 55, 
T-4, T&P RR, Dated Apri1 29, 2008. 2240.0000.2240.0000/ net acres 

(2) B.M. Jobe, aka Billy Mac Jobe and wife Lexa Dean Jobe- Sections 22,26,30,6, Block 55, 
T-5, T&P RR, Dated April29, 2008. 2560.0000/ 2560.00000 net acres. 

Sincerely, G 
!!!::i ~ 



Chesapeake Operati 

008019 TX GENERAL LAN D OFFICE 0 8 0190 7 7N~. 968241 

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

I 

509087 05/01 /08 050108 DIXIE LAND LSE BNS 2400.00 ~960250.00 

\'1-- \ 

v 

Total for check $960,250.00 



1836 

1830 
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FILE#l915 

GeMroll.and omc. 
Relinquishment Act Leue Fonn 
Rm..d, Septem-1997 

THIS AGREEMENT is made and entered into this 29th day of April, 2008, between the State of Texas, acting by and through its 
agent B. M. JOBE, a/k!a BILLY MAC JOBE and wife, LEXA DEAN JOSE. of P.O. Box 89,TOYAH. TEXAS 79785, said agent 
herein referred to as the owner of the soil (whether one or more), and PINNACLE LAND SERVICES, INC., BOX 991, 
PLEASANTON. TEXAS 78064 hereinafter called Lessee. 

1. GRANTING ClAUSE. For and 11'1 consderauon of the amounts stated below and ol the c:ovenants and ag~ to be paid, kept and 
performed by Lessee under this lease, the State of Texas ac1mg by and through the owner at the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose or prospecting and driling lor and producing oi and gas, laying ptpe ines, buildng tanks, stonng oi and building power 
stations, telephone ines and other structures thereon, to produce, save, take care of, treat and transport saod products of the lease, the fotlowvlg lands 
slualed in ~County, State at Texas. tC>-Wit 

Block 55, Jownshlp 4, T&P Rwx. Syrvev 

Section 34, A-4431 AJI 

Section 36, A-4432 AJI 

Section 40, A-3148 All 

SectJon 44, A-4741 S/2 

Contalling ~ acres, more or less. The bonus consideration paid lor this lease is as follows: 

To the State of Texas: FOUR HUNDRED FORTY-EIGHT THOUSAND DOLLARS AND QQ/100 

($448,000 00) 

To the OMl8f'S d the sol: FOUR HVNQREP FORTY-CIGKT TlJQUSANP DOLLARS ANP OOllOO 

($448,000 00) 

Total bonus c:onsOeration d EIGHT HUNDRED NINEIY.SIX ntOUSANP QOU.ARS AND !XY1 00 

($896,000 00) 

The total bonus consideration paod represencs a bonus d FOUR HVNQREO OOUABS AND !XY1 00 

($400 00) per acre, on 2240 000000 net acres 

2. TERM. Subject to the other provisions In this lease, this lease shal be for a tenn o( ~ears from thiS date (hetetn called "ppmary tenn1 and as 
long thereafter as oi and gas, or either ol them, is produced In paying quantA:ies from said land. As used tn thiS lease, the tenn "produced "' pay119 
quantities• means that the receipts from the sale or other authorized commercial use ol the substance(s) coveted exceed out o( pocket operational 
expenses for the six months last pasl 
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3. DELAY RENTALS. If no well is convnenced on the leased premises on or before one (1) year from this date, this lease shan terminate, unless on or 
before such anniversary date Lessee shall pay or tender to the owner of the soil or to his cred~ in the Bank, at ------- - - - --­

PAY DIRECTLY TO THE OWNERS OF THE SOIL 
orb suocessors (which shal continue as the deposlory regardless ol changes in the ownersh~ of said land), the amount specified below; in addition Lessee 
shal payortendertothe COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTlN, TEXAS. a ike Sl.ll1 on or before said 
date. Payments under this paragraph shad operate as a rental and shan cover the privilege of deferring the convnencement 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 sci: -~SEgE~Atl!D~D,aE;;rN!.ID8U!!lM~#4~1-------------------

Dollars ($ - -----' 

TotheStareofTe~s: _ _____ ________________________________ __ 

Dollars ($ - -----' 

Total Delay Rental: --------------------------------- ----- - ---

Dollars ($ _ ____ .J 

In a like manner and upon like payments()( tendefs annuany, the c:ornmeocement of a well may be further deferred f()( successive periods of one (1) 
year each dunng the primary tenn. All payments ()(tenders of rental to the owner of the soil may be made by check ()( sight draft of Lessee. ()( any 
assignee of this lease, and may be delivered on()( before the rental paying date. If the bank designated in this paragraph (()( its successor bank) should 
cease to exist, suspend busoness, liquidate, fail ()( be sua:eeded by another bank, ()( for any reason fail ()( refuse to accept rental, Lessee shall not be 
held in default [()( failure to make such payments ()( tenders of rental until thirty (30) days after the owner of the sool shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments ()( tenders • 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for In this lease to the Commissioner of the General land Office of the State ofTe~. at Austin, Te~s. and one-half(112) of such royally to the 
owner or the soil: 

(A) OIL Royally payable on ool, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the welt and also as 
all condensate, distillate, and other liquid hydrocarboos recovered from oil or gas run through a separat()( or other equiprnenl as hereinal\er provided, 
shall be 1/4 part of the gross production ()( the marilet value thereof, at the option of the owner of the soil ()( the Commissioner of the General land 
Office, such value to be determined by 1) the highest posted price, plus premk.m, if any, offered or paid for oil, condensate. distiDate. or other liquid 
hydrocarbons. respectively, or alike type and gravity in the general area where produced and when run. ()( 2) the highest marilet price thereof offered or 
paid on 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, ~ WIR be run free of cost to the royalty owners through an adequate ool 
and gas separator of conventional type, ()(other equipment at least as efficien~ so that aft liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royally owners upon 
such terms and cond~ions as they presaibe. 

(B) NON PROCESSED GAS. Royally 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 1/4 part of the gross production or the marilet value thereof, at the option of 
the owner or the soil or the Commissioner of the General land Office, such value to be based on the highest marilet price paid ()( offered for gas of 
comparable quality in the general area where produced and when run. ()( the gross price paid or offered to the producer, whichever os 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 sixly (60) degrees Fahrenheit. correction to be made f()( pressure acx:ording 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 tesbng 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other llquod 
hydrocarbons shan be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the marilet value thereof. at the option of the owner of the 
soil or the Commissioner of the General land Office. Alf 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 acc:ruong 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 paren~ subsi<f1ary ()(affiliate) owns an interes~ then the percentage aor>licable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processong gas through such plant under a processong 
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 hquid hydrocarbons shall be determined by 1) the highest marilet 
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 evenl however. shall 
the royalties payable under this paragraph be less than the royallles which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Roya~y on carbon black, sulphur ()( any other products produced or manufactured from gas (excepting hquid 
hydrocarbons) whether said gas be "casinghead." "dry," or any Olhef gas, by fractoonabng, buming or any other processing shall be 1/4 part of the gross 
production or such products, ()( the marilet value thereof, at the option or the owner or the soil or the Commissioner of the General land Office. such 
marilet value to be detennined as follows: 1) on the basis of the highest marilet pnce or each produd for the same month on whiCh such produd 15 
produced, ()( 2) on the basis of the average gross sale price or each produd for the same month in which such products are produced, whichever os the 
greater 

5. MINIMUM ROYALTY. During any year after the expiration of the primary tenn of this lease, 1f this lease is maintained by production, the 
royalbes paid under this lease in no event shall be less than an amount equal to the total annual delay rental hereon 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 royanies paid during the preceding year. If Paragraph 3 of thos lease does not specify a delay rental amounl then for the purposes of thos 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 

575 
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6. ROYALTY IN KIND. Notwothstanding any other provision in this lease, at any time or from time to tome, the owner of the soil or the 
Coovlllssioner of the General Land Offioe may, at the option of either, upon not less than sixty (60) days noboe to the holder of the lease, requore that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soirs or the Commissioner of the General 
Land Offioe's right to take rts royalty in kind shall not dimonish or negate the owner of the soors or the Commissioner of the General Land Office's nghts 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties acx:ruong under thos lease (onduding those paid on kind) shall be Without deductooo for 
the cost of producing, gathenng, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the 011, gas and 
other products hereunder ready for sale or use. Lessee agrees to oompute and pay royalties oon 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 wntten consent o1 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premoses or for 
onjedion onto any 011 or gas producing formation underlyong the leased premises after the liquid hydrocarbons contaoned on the gas have been removed, 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

g. ROYALTY PAYMENTS AND REPORTS. All royalties not taken on 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 shaU be as provided in the rules set forth on the Texas Regoster Rules currently provode that 
royalty oon ool is due and must be received on the General Land Office oon or before the 5th day of the second moonth sua:eeding the month 
of production, and royalty on gas is due and must be received in the General Land Office on or before the 15th day of the second moonth 
sua:eeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form 
and manner presaibed by the General Land Offioe and showing the gross amount and disposition of all oil and gas produced and the 
marl<el value of the oil and gas, together with a copy of all doruments, records or reports confirming the gross production, dospositioon and 
marl<et 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 Offioe may 
require to verify the gross production, dispositioon and marl<et value. In aM cases the authority of a manager or agent to act for the Lessee 
herein must be filed in the General Land Offioe. Each royalty payment shall be aocompanoed by a check stub, schedule. summary or other 
remittance advice showing by the assigned General Land Offioe lease number the amount of royalty being paid on each lease If Lessee 
pays his royalty oon or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% oon the royalty or 
$25.00, whichever is greater. A royalty payment which os 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 doruments which are not filed when due shall inrur a penalty 
in an amount set by the General Land Offioe administrative rule which Is effedive on the date when the aflidavrts or supporting doruments 
were due. The Lessee shall bear an responsibility for paying or causing royalbes 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 ollorleiture as provided by law nor ad to 
postpone the date on which royalties 'M!re 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 lair marl<el value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves undertying this lease or allocable to thos lease and shall furnish said Commissioner wrth coptes of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts wothin thirty (30) days after 
enlering onto or making such contracts, agreements or amendments. Such contracts and agreements when receM!d by the General Land Office shan be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the productoon, 
transportation, sale and marl<eting of the oil and gas produced oon said premises, including the books and aocounts, rec:eopts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examinabon by the Commissioner of the General Land Office. the 
Attonney General, the Governor, or the representative of any of them. 

(B) PERMITS. DRILLING RECORDS Written notice of all operations on thos lease shaU be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, WOikover, re-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copoes of Railroad Commissoon forms lor 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 woth the Texas Railroad Commission All 
applicatoons, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Raolroad Commossooo or any other govenvnental agency shall indude the IMllt! "State" on the tJtle. AddltlonaUy, on acoon:lance wrth Railroad Comrnlssooo 
rules, any signage on the leased premises lor the purpose of identifyong wells, tank batteries or other associated improvements to the land must also 
lndude 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-<tesaibed premises, which may be requested by the General Land Offioe, on addmoon to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactMiy survey made oon the bonHlole seciiOn, from the base of the surface casong to 
the total depth of well, of all wells drilled on the above described premises and shall transmot a true copy of the log of each survey on each well to the 
General Land Offioe within fifteen (15) days after the making of said survey. 

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

11 DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and pnor to doscovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if dunng 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 oon or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessat>on of production Lessee commences additional dnlhng or 
rewori<ing operations thereoon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. II, 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 oease lor any cause, 
Lessee's rights shall remain in lull force and effect without further operations until the expiration of the primary term; and of Lessee has not resumed 
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productiOn in payn'IQ quantities at the e)(Jliration of the primary tenn, Lessee may maintain this lease by conducting addrtional dnlhng or reworiong 
operabOns pursuant to Paragraph 13, us1ng the elepirabon of the primary tenn as the date of cessatJOn of prodUCIJOn under Paragraph 13 Should the first 

well or any subsequent well drifted on the above described land be completed as a shut-ln oil or gas wen within the pnmary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying dale following the expiration of sixty (60) 
days from the date of completion of such shut-ln oil or gas well and upon the failure to make such paymen~ this lease shall ipso facto tenninate If at the 
elepiration of the pnmary tenn or any time thereafter a shut-10 od or gas well is located on the leased premises, payments may be made 1n accordance 
With the shut~n provis1ons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the e)(JliratJOn of the primary term, neither oil nor gas IS be1ng 
produoed on said land, but Lessee is then engaged in drilling or rewotldng operations thereon, this lease shall rema1n 1n force so long as operatJOns on 
said well or for drin1ng or rewotldng of any addroonal wells are prosecuted 10 good faith and in WOI1<manlike manner without 10terruptJons totaling more 
than siXty (60) days during any one such operabon, and if they result Ill the production of oil and/or gas, so long thereafter as od and/or gas IS produoed 
111 pa)'lng quantitJes from said land, or payment of shut~ oil oc gas well royallles oc compensatory royalbes is made as proY1ded 1n thiS lease 

13 CESSATION, DRILLING, AND REWORKING If, after the expiration of the primary tenn, production of 011 or gas from the leased 
premises. after once obtained, should cease from any cause, thiS lease shall oot tenn1nate if Lessee commences add11J0nal dnlhng or rewol1<.1ng 
operabons Within SIXty (60) days after such cessatJOn. and this lease shal rema111 n ful force and effeCI for so long as such operatiOns con1lnUe 10 good 
farth and n woOOTianlike manner without Interruptions totaling more than sixty (60) days If such drilling or rewollong operabOns resul11n the prodUCIJOn 
of Otl or gas, the lease shaft remain in full force and effect for so long as Otl or gas IS produoed from the leased premises 1n paying quanbbes or paymenl 
of shut-1n od or gas well royahies or payment of compensatory royalties is made as proVIded herein or as provided by law. If the dnllnQ or reworiong 
operat1ons result in the completion of a well as a dry hole. the lease will oot tenn1nate 1f the Lessee commences add1honat dnlhng or reworlung 
operatiOns wrthin SIXty (60) days after the oompletJOn of the wei as a dry hole, and this lease shal rerna1nn effeCI so long as Lessee continues drilling or 
rewol1ong operatJOns in good fa~h and 1n a wori<manlike manner without 1ntemJphons totaling more than sorty (60) days Lessee shall grve wntten oohce 
to the General Land Office within thirty (30) days of any cessation of production 

14 SHUT .JN ROYAL TIES For purposes of this paragraph, -.......e~r means any well that has been 3SS1Qned a well number by the state agency 
having junsdiction over the production of oil and gas. If, at any brne after the expiration of the primary term of a lease tha~ unbl be1ng shut 1n, was berng 
mainta1ned in force and effect, a well capable of producing oil or gas in paYJng quantities Is located on the leased premrses, but Otl or gas rs oot being 
produced for lack of su~able 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 payrng quantities It 
Paragraph 3 of this lease does oot 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 etfective, each Initial shut~n oil or gas royalty must be paid on or before: (1 ) the expirabon of the pnmary term. (2) 60 days after 
the Lessee ceases to produce olf or gas from the leased prermses, or (3) 60 days after Lessee completes a drilling or rewollong operatJOn 10 accordance 
With the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil If the shut.Jn 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 pnmary term, or from the first day of the month folloiMng the month rn which 
prodUCIJOn ceased, and, after that if flO SUitable prodUCIJOn faciibes or sUitable market for the oil or gas ex~sts. Lessee may extend the lease for four 
more sua:esstve periOds of one (1) year by paY'"Q the same amount each year on or before the expirabon of each shul..n year 

15. COMPENSATORY ROYAL TIES. If, during the periOd the lease Is kept in effect by payment of the shul-m 011 or gas royalty, oil or gas IS 
sold and deliVered 10 paYiflQ quantities from a wei located IMthln one thousand (1,000) feet ot the leased prernoses and completed Ul the same produong 
resetVOtr, or 10 any case n which drainage IS oa:unng, the nght to oontJnue to maontaJn the lease by paying the shui.Jn oil or gas royalty shal cease, but 
the tease shall remarn effectJve for the rema1nder of the year for whiCh the royalty has been paid The Lessee may ma1nta1n the lease for four more 
suo::esslve years by Lessee paying compensatory royalty at the royalty rate prOVIded in the lease of the market value of prodUCIJOn 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 premses The compensatory 
royalty IS to be paid monthly, one-half (112) to the Commos.sJOner of the General Land Office and one-half (112) to the owner of the soil, begonntng on or 
before the last day of the month following the month In which the Otl or gas IS produced from the well causing the dra~nage or that IS completed 1n the 
same producing reservoir and located within one thousand ( 1,000) feet of the leased prerruses. If the compensatory royalty paid in any 12-month penod 
Is an amount less than the annual shut.Jn oil or gas royalty, Lessee shall pay an amount equal to the difference within thrrty (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 thrs 
lease. None of these provisions will relieve Lessee of the obllgatron of reasonable development nor the obl1gabon to dnll offset wells as prOVIded in 
Texas Natural Resouroes Code 52.173; however, at the determtnation of the Cornm4sstoner, and with the Commlssione(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 produang odor 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in dnling such addrbonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and nll\3ll(eting the produdJon thereon 

(A) VERTICAL In the event this lease IS In ton:e and effect two (2) years after the expiration date of the pnmary or extended term ~ shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produang 1n pay1ng quantities and 320 acres 
surrounding each gas wen capable of producing 1n paymg quanbties (1nduding a shut-ln 011 or gas well as proVIded In Paragraph 14 hereof). or a wei 
upon which Lessee IS then engaged 1n continuous drifting or rewollong operabons, or (2) the number of acres 1nduded 1n a produang pooled unn 
pursuant to Texas Natural Resouroes Code 52.151-52 154, or (3) such greater or lesser number of acres as may then be allocated for productJOn 
purposes to a proration un" for each such produang well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction It at any bme after the effectJve date of the partial terminabon prOVISIOns hereof, the 
appbcable field rules are changed or the wen or web located thereon are redassl1ied so that less aaeage IS thereafter alocated to said wei or wells for 
production purposes. this lease shaft thereupon terminate as to all acreage rJOt therearter allocated to said wei or wells for prodUCIJOn purposes 
Notwithstanding the terminatiOn of this lease as to a portlOn of the lands covered hereby, Lessee shan nevertheless conbnue to have the nght of rngress 
to and egress from the lands stift subject to this lease for all purposes described 1n Paragraph 1 hereof, together wrth easements and rights-of-way for 
existing roads, existing pipelines and other exisbng tadlllies on, over and across all the lands desaibed in Paragraph 1 hereof ("the retaned lands'), for 
access to and from the retained lands and for the gathenng or transpoctabon of od, gas and other minerals produoed from the reta•ned lands 

(8) HORIZONTAL In the event this lease Is in ton:e and effect two (2) years after the expiration date of the prwnary or extended tenn n shaR 
further tennnate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depthsi in each well located on acreage retarned rn 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
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bonus oogonally paid as considefatJoo lor ll't&S lease (as specified on page 1 hereof) If such amount IS paid, lh&S lease shall be 1n force and effect as to 
such deeper deplhs, and said terminatJoo shall be delayed lor an addibonal period of two (2) years and so long thereafter as 011 or gas IS produced 1n 
paY"'Q quantities from such deeper deplhs 00\lel'ed by lhiS lease 

(C) IDENTIFICA nON AND FlUNG The surface aaeage retained hereunder as to each well shall, as nea~y as practical, be In the form of a 
square With the weU located in the center thereof, or such other shape as may be approved by the CommissiOner of the General Land Office Wrtl11n 
thirty (30) days after partial termination of lhis lease as provided herein, Lessee shall exeo.Jte and record a release or releases containong a sabsfactory 
legal desctlpiJon of the aaeage and/or depths not retained hereunder The recooled release, or a certified copy of same, shall be filed in the General 
Land Office. accompamed by the filing fee presaibed by the General Land Office rules 111 etrect on the date the release IS filed. If Lessee falls or refuses 
to execute and record such release or releases Within mnety (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 
1nstrument at Lessee's expense In the county or countieS where the lease is located and 1n the offioal records of the General Land Otlice and such 
deslgnatJon shaM be bindong upon Lessee lor al purposes. 

17 OFFSET WELLS. Neither the bonus, delay rentals, nor royaltJes paid, or to be paid, undef this lease shan ret~eve Lessee of his obhgatJoo 
to protect the oil and gas under the above-<lescnbed land from be1ng drained. Lessee, sublessees, receiver or other agent 1n control of the leased 
premises shan dnll as many wells as the fads may justify arid shan use appropnate mear&S and drill to a depth necessary to prevent undue dramage of 
oil and gas from the leased premises. In addition, If 011 and/or gas should be produced In commeroal quantrtleS Within 1,000 feet of the leased premiSes, 
or tn any case where the leased premtses Is be1ng drained by production of 011 or gas, the Lessee, sublessee, recetVer or other agent 111 control of the 
leased premiSeS shall in good fa1lh beg1n the drilling of a wei or wells upon the leased premiSeS with1n 100 days after the dra1mng well or wens or the 
wen or wets completed within 1,000 feet of the leased premises start producing In commeroat quanbtJes and shan proserute such dnltng wrth d11igence 
Farlure to sabsfy the staMory offset obligatJoo may subfed this lease and the owner of the soil's agency nghts to lorfeiture Only upon the detemllnatJoo 
of the Commissioner of the General Land Office and With his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset welt or wells required under this paragraph 

18. FORCE MAJEURE. If, after a good faith effort. Lessee IS prevented from complytng wrth any express or 1mptied covenant of thiS tease, 
from condudlng dnlhng operations on the teased premiSeS, or from prodUQng 011 or gas from the leased premses by reason of war. rebellton, nots • 
stnkes, ads of God, or any valid order. rule or regulation of government authority, then while so prevented, Lessee's obhgatJoo 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 tease shall be 
extended while Lessee is prevented, by any such cause, from oorlducting dnl1tng and rewollung operations or from producing 011 or gas from the leased 
premises. However. nolh1ng in this paragraph shall suspend the payment of delay rentals In order to ma1nta1n lhls lease 1n effect dunng the pnmary term 
tn the absence of such drilling or rewol1<ing operations or produdioo of od or gas 

19 WARRAI'fTY CLAUSE The OWI'Ie( of the soil warrants arid agrees to defend trtle to the leased prermses If the owner of the soil defaults 
111 payments owed on the leased premiSes. the!1 Lessee may redeem the nghts of the owner of the soil in the leased premiSes by paytng any mortgage, 
taxes or other liens on the leased premiSes. If Lessee makes payments on behalf of the owner of the soil under lhiS paragraph, Lessee may recover the 
cost of these payments from the rental arid royalties due the owner of the soil . 

20. (A) PROPORTIONATE REDUCTION CLAUSE If the OWI'Ie( of the soil owns less lhan the entire undivided surface estate 1n the above 
descnbed land, whether or not Lessee's onterest IS specified hereto. then the royalties arid rental herein provided to be paid to the owner of the soil shall 
be paid to twn tn the proportion which his onterest bears to the eobre undivided surface estate and the royaltJes arid rental heretn provtded to be paid to 
the Commtss1oner 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 La rid Office, lessee or his authorized representabve must subm~ to the Commissioner of the 
General Land Office a wntteo statement which explatns the d'tSaepancy between the interest purpor1edty leased under this lease arid the ac1ua1 onterest 
owned by the owner of the soil. The CommiSSIOner of the General land Office shan be paid the value of the whole produdlon allocable to any undivided 
Interest not 00\lel'ed by a lease, less the Jli"OI)Of1tonate development and produdioo cost alocable to such oodMded onteresl However. 111 no event shall 
the Commtssloner of the Gerleral Larid Office recetVe as a royalty on the gross produc:llOn alocable to the undivided tnten!SI not leased an amooot tess 
lhan the value of one-61xteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS If, dunng the prmary term, a portion of the larid 00\lel'ed by lhls lease IS included wrth1n the boundanes 
of a pooled un~ that has been approved by the School Land Board and the owner of the soil in accordance Wlll't Natural Resources Code SectiOnS 
52.151-52 154, or If. at any bme after the exptrabon of the piYnary term or the extended term, this lease covers a lesser m.mber of aaes than the total 
amount described here1n, payments lhat are made on a per aae basiS hereunder shall be reduced ac:cordtng to the lliXT1bef of aaes pooled, released, 
surrendered, or otherWise severed, so that payments determtned on a per acre baSIS under the terms of thiS lease during the pnmary term shal be 
calculated based upon the number of acres outside the boundanes of a pooled unrt. or, if after the exptra1JOn of the pnmary term, the number of aaes 
adually retained arid covered by this lease. 

21 USE OF WATER. Lessee shal have the right to use water produced on said larid necessary lor operations under thiS lease except water 
from wells or tanks of the OWI'Ie( of the soil. provtded, however. Lessee shall not use potable water or water suitable for livestock or mgatJoo purposes 
lor waterllood operations Without the pnor consent of the owner of the soil 

22. AUTHORIZED DAMAGES Lessee shall pay the owner of the soli for damages caused by 1ts operat1ons to all personal propeny, 
mprovements, ivestock and crops on said land 

23 PIPEUNE DEPTH When requested by the owner of the 5011, Lessee shaK bury rts ptpeltnes below plow depth 

24 WELL LOCATION UMIT No well shall be dnlled nearer lhan two hundred (200) feet to any house or bam OON on said premiSeS Without 
the wntten consent of the owner of the soil 

25. POLLUTION In developing thiS area, Lessee shall use the highest degree of care arid all proper safeguards to prevent pollution. Wilhout 
l1mrttng the foregotng, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of contamment 
faahttes suffioent to prevent sp;nage, seepage or grourid water contam1nation In the event of pollubon, Lessee shan use all means at rts diSposal to 
recapture aU escaped hydrocarbor&S or other pollutant and shall be responsible for an damage to public arid pnvate propertieS Lessee shaH build arid 
ma1nta1n fences around rts slush, sump, and dramage prts and tank batterieS so as to protect livestock aga1nst loss, damage or lllJUry, and upon 
completion or abandonment of any well or wells. Lessee shall fill arid level all slush pits and cellars arid completely clean up the dnlllng stte of all rubbish 
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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 rts original condition and contours as is practicable Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limi1ations 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 explraoon or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 12().day period However, Lessee may not remove casing from 
any wen capable of producing oil and gas In paying quantities. AdditionaQy, 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 shaH become the owner of any mach1nery, 
fixtures, or casing which are not trnely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 2g 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, suocessors and assigns. HO'Never, 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 
1n OWinership, including the original recorded mumments of title (or a certified copy of such original) when the OWinership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and d1scharge 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 shalt 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 shalt 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 ass19nee 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 enbre rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligatJonS, liabilities, and penalties owed to the State by the 
onginallessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT UMITATION Notwithstanding any provision in Paragraph 27(a), ~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 ft were made to the owner of the soil if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a COIJ)Oilltion or subsidiary in which the owner of the SOli is a principal stockholder or is an employee of such a COIJ)Oilltion or subsidiary; 
(3) a partnership in which the owner of the sool 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 SOli, 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soi; 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 sunrender thiS lease as 
to such portion or portions, and be rer~eved of all subsequent obligations as 1o acreage surrendered. tf 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 th1s lease 
immediately prior to such surrender; however. such release will not relieve Lessee of any liabilities which may have accrued under thiS lease pnor to the 
surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If aU or any part of this lease is assigned or released, such assignment or release must be 
recorded in the county where the land is sijuated, and the recorded instrumenl or a copy of the recorded instrument certified by the County Clerk of the 
county in wh1ch 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 abovHescribed 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 ADUCtARY DUTY The owner of the soil owes the State a fiduciary dUty and must fully disclose any facts affecllng the State's Interest 1n 
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 personal10terests. 

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 weU or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or of 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 taU or refuse to give conrect Information to the proper authority, or knowingly taU or refuse to furn1sh the General 
Land Office a conrect log of any welt, or if Lessee shaU 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 
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall agam 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 regulatJonS that may be adopted retatrve hereto. 

Tr nd Correct 
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33 UEN In accordance With Texas Natural R~ Code 52136, the State shall have a first roen upon aD 011 and gas produced from the 
area covered by this lease to secure payment or a1 unpaid royalty and olhef sums or money that may become due Lnder this lease By aa:eptance of 
ttus lease, Lessee grants the Stale, tn ad<frtion to the rten provided by Texas Natural Resources Code 52 136 and any other applocable staMory ben, an 
express contractual lien on and seo.mty Interest tn ag leased mulerals in and extracted from the leased premses, aU proceeds wllK:h may accrue to 
Lessee from the sale of such leased I!Wlet'llls, whether such proceeds are held by Lessee 01' by a thlld party, and aa fixtures on and mprovements to the 
leased premiSeS used tn connection With the productton or prooessing of such leased mtnerals tn order to se<:ure the payment of all roy allies or other 
amounts due 01' to become due under this lease and to secure paynlent of any damages 01' loss that Lessor may suffef by reason of Lessee's breach of 
any <Xl'o'ellant 01' c:ondroon or this lease, whether !!)(!lreSS 01' impl'ted. This lien and seaJllly tnterest may be foreclosed with 01' Without court prooeedtngs tn 
the manner provided in the Trtle 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may requtre Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach 01' perled this rten Lessee hereby represents that there 
are no prior 01' superi()( hens arising from and relating to Lessee's adivibes upon the above-desc:tibed property 01' from Lessee's acqUISIIion of thiS lease 
Should the CommiSSIOne( at any time detennlne that this representation tS not true, then the Commissioner may declare thts lease forfeited as proVIded 
herein 

34 POOLING Lessee is hereby granted the nght to pool 01' untllz.e the royalty mterest of the owner of the soil under this lease With any other 
leasehold 01' mineral interest fOI' the exploration, development and production of 011 01' gas 01' etlher or them upon the same terms as shall be approved 
by the School Land Board and the CommtsstOner of the General Land Office for the pooling or unrtwng of the tnterest of the State under thts lease 
pvr1uant to Texas Natural Resources Code 52 151-52. 154. The owner of the s.oil agrees that the tncfUSIOil of this proVIston •n thiS lease satiSfies the 
exeo.rtlon requirements stated in Texas Natural Resources Code 52. 152 

35 INDEMNI1Y Lessee hereby releases and discharges the State of Texas and the owner of the soil, thetr officers, employees, partners, 
agents, contractors, subcontractors. guests, invitees, and their respectlve s~ and assigns. of and from aU and any actions and causes of act10n 
of every nature, or other harm, induding environmental harm, for which recovery or damages is sough~ tndudtng, but not hmtted to, all losses and 
expenses whiCh are caused by the adlvrtles of Lessee, tis offioers, employees, and agents aristng out of, lnodental to, or resulllng from, the operabons 
of 01' for Lessee on the leased premises hereunder, 01' that may anse out of 01' be occasioned by Lessee's breach of any or the terms 01' proviSIOilS of thiS 
Agreemen~ 01' by any olhef negligent 01' stndly liable act 01' OIT1ISSIOfl of Lessee Further, Lessee hereby agrees to be iable for, exonerate, tndernrvfy, 
defend and hold harmless the State of Texas and the owner of the sod, thetr officers, employees and agents, thetr suooessors 01' assigns, agaonst any 
and an daims, ltabiltlies, losses, damages, acttons, personal inJury (including death), costs and expenses. 01' other harm (()( whK:h recovery or damages 
is sought, under any theory tndudtng tort, contract, 01' stnct ltabtllly, including attocneys' fees and other legal expenses, tndudtng those relaled to 
enwonmental hazards, on the leased premiSeS or in any way related to Lessee's fatlure to comply woth any and all enwonnlental laws, those anstng 
from or tn any way related to Lessee's operabons or any other of Lessee's activities on the leased premises; those aristng from Lessee's use of the 
surface of the leased premises, and those that may arise out of 01' be occasioned by Lessee's breach of any of the terms 01' proVISIOns of this Agreement 
or any other act or omtssion of Lessee, rts dtrec:tors, officers, employees, partners, agents, contractors, subcontractors, guests, invttees, and thetr 
respective sucoessor5 and assigns. Each assignee of lhls Agreernen~ or an inlerest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their oflicers, employees, and agents in the same manner provided above in oonnedlon With 
the activities of Lessee, liS offioers, employees, and agents as described above EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANO\OR UABiunES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAU BE WITHOUT UMrrS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS). STRICT LIABILI1Y, OR THE 
NEGUGENCE OF ANY PAR1Y OR PARTIES (INCLUDING THE NEGUGENCE OF THE INDEMNIAED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. L..eUM shall use the hlgM&l deg""' of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, lncludlng soli, surface wal.ent, groundwater, Mdlmeota, and surface or subsurface strata, ambient air or any 
olhw envtrorvnental medium In, on, or under, the leaMd prem-.., by any -~~~. pollutant, or contamlrant. Leuee shall not bring or pennit to Alll\aln on 
the INaed premlees any ~ containing malllrials, expo.lves, toxic mal8rials, or substances regulat.d as hazardous -Ills. hazardous materials, 
hazardous sut.tances (as the term "Hazardous Substance" Ia defined In the Comprehensive Environmental Rea~. Compensation and Uablllty Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substance. under any federal, stalll, or local law or regulation ("Hazardous Materials'), except 
ordinary products commonly used In conrwcllon with ol and gaa 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, PENALTIES, UABIUTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY 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. Thts lease tS ISSued under the provtStons of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Relonquishnlent Act. and other appl'tcable s1aMes and amendments thereto, and ~ any proYISI()(I tn this lease does not conf()(ITl to these 
statutes, the staMes Wll prevail over any nonconformulg lease proviSions 

38. EXECUTION ThiS 011 and gas lease must be sogned and acknowledged by the Lessee before ~ IS filed of record In the county records and 
tn the General Land Office of the State or Texas Once the filing requirements found tn Paragraph 39 of thiS lease have been satiSfied, the effedtve date 
of thiS lease shall be the date found on Page 1. 

39. LEASE FILING Pursuant to Chapter g of the Texas Business and Commerce Code. thts lease must be filed of record tn the office of the 
County Cler1< tn any county In which all or any part of the leased premtses IS located, and certofied coptes thereof must be filed tn the General Land 
Office This lease is not effectiVe unlil a certified copy of this lease (whiCh is made and certified by the County Cler1< from hiS records) IS filed tn the 
General Land Office In accordance with Texas Natural Resources Code 52.183 Addtbonally, thiS lease shal not be binding upon the State unless n 
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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. 

ADDENDUM PROVISIONS - #40 AND #41 

40. CONTINUOUS DEVELOPMENT. ~ the expiration of the p!Wnary leml, and notwithstanding paragraphs 16 (A) and 16 (B) above and 
any other provision in this lease to the contrary, no portion of tins lease wil terminate W Lessee continues to dril a wei (or wells) anywhere on the leased 
premises with no more than 180 days between the release of the drilling rig on one well and the convnencement of actual dnlling operahons on a 
subsequent wen (hereinafter referred to as "continuous driling"). Upon the cessation of continuous drilling this lease shal terminate in accordance With 
the other relevant provisions herein. If, however, Lessee has filed with the Texas Railroad Commission, no later lhan 60 days prior to the explraoon 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 dniNng 
pending authorization by the Texas RaDroad Commission, then Lessee shal be allowed such additional tine as may be reasonably necessary to obta"' 
the authorization and thereafter spud the subsequent wel 

41. DELAY RENTALS. As stipulated In Paragraph 13 of lhis lease, the rentals for this lease have been PAIO.UP for the second (2"') and 
third (3--, years of the p!Wnary term hereof. Lessee or its assigns shan have the right to keep lhis tease in force and ellect for the fourth (4"'} and fifth (5"'} years or 
the primary term provided for herein by tendering a payment of Four Hundred Dollars ($400.00) per net acre on or before April 29, 2011, as to any acreage 
covered hereby and nol otherwise being maintained by any other provision herein at such tine. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written . 

LESSEE 

PINNACLE LAND SERVICES, INC. 

Title: PRESIDENT 

Da tt : M ·.3D · d.oo'& 

lndividuany and as agent for the State ofT exas 

Date-~~0..::....:....:bZ/-r-~~() t{L...__ 

581 

Tn. .. o and Corr ~ 
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STATE OF TEXAS 

COUNTY OF ATASCOSA 

BEFORE ME. the understgned authonty. on thiS day personally appeared CINDY G MERCER. known to me to be the person whose name os 
subscnbed to the loregoong Instruments as President of Pinnacle Land Servoces. Inc and acl<nowledged to me that she executed the same lor 
the purposes and consideration therein expressed. In the capaclty stated. and as the act and deed of said corporation. 

~"1,!, Ap<i) r-. 
Goven under my hand and seal of ollico this the ....l..l.::.. day of~. 2008 

NOt8iY t ubtic in and lor 
The Statl!'bf TEXAS 

STATE OF TEXAS 

COUNTY OF REEVES 

~ 
~ 

I.IElJSSA C. !!OWeN 
loiY <XMUSSIOH EXMES 

o.c.nt.1UOI1 

BEFORE ME, the undersigned authoroty, on this day personally appeared B. M J06E and LEXA DEAN JOSE. known to me to be the persons 
whose names are subscribed to the loregoong Instrument. end acl<nowtedged to me that they executed the same lor the purposes and 
consideration therein expressed . 

-~ 

fiLBf_-=.1 .::_9 =:.:15~-

-~--- ·--~-- -- ---
Pl/ff ~1~:.. ,.'~# .. 7tt~:.~ ,, ~ . . T\ · "!. •.-r1tA 
011 USl If TH£ DESCRIB£11 R\AI. Plftll't Kfl B[CAUSf ~ COl.UI: 
01 &GIS 11MU0 N«liMNfO!CUIII! UMOO! ffiiWI.. 
1M 

FILED 1'01. IU!COilD a. 'I'BE'--_1_2_TH ___ .n.u Of' __ ~MA=Y~-----·"'·D · 2001 10: 0 6 A-M. 

DO Of ___ MA_..:...::.Y _____ __:A. D. 2001 2 : 00 P • M. 

, DEPUTY DIAJifBE 0. FLOilU, COUIITI CLEU: 
IUV'IS COUIITY • n:lAS 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego«ng IS a full, 1rue and correct photographiC copy of the 
ong1nal record now 1n my lawful custody and possess1on, as lhe same IS 

filedlr~1~ in the pub~S,rds of m0~~· found in VOL BL 
PAGE~THRU . 
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July 7, 2008 

Attn: Mary Parks 
Parks Land Management, LLC 
P.O. Box 7 11 
Big Spring, Texas 79720 

GENEIR 

Re: Relinquishment Act Lease Mli'-109157 
Sections 34, 36,40 & 44, Blk. 55, Tsp. 4 
Reeves County, Texas 

Dear Ms. Parks: 

D rOFFli C E 
JERRY PATTERS00:, COMMISSIO ER 

The certified copy of the Relinquishment Act lease coveri ng the above referenced tracts has been 
approved and filed in our records w1der Mineral Fi le number M-109157. Please r.efer to this 
number when making payments to the tate and in all future correspondence concerning the 
lease. Failure to include the minera l fil e number rna delay proce sing of any payments 
towards the lea e. 

Your remittance of $448,125.00, has been applied as the state's portion of the cash bonus 
$448,000.00 along with a processing and filing fee in the amount of$125.00. Please let me know if 
you shou ld have any questions. 

Sincerely, 

b/1_~/e.-;___e ~ftl_s -
Drew Reid / 
M inerals Leasing 
Energy Resources 
(5 12) 475-1534 

MS/DR 

Stephen F Austi n l3uilding • 1700 orth Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.statc.tx.us 
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CHESAPEA KE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73 154 

LEASE OBLIGATION DEPOSIT RECEIPT 117 0 7 7 4 3 

WE HAVE THIS DAY MARCH 17, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $448 ,000.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 
PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 4 /29/2011 TO 4 /29/2013 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED A S: 

TOWNSHIP: 4 RANGE: SECTION: 34 BLOCK: 55/ SURVEY: T&P RR 

TOWNSHIP: 4 RANGE: SECTION: 36 BLOCK: 55/ SURVEY: T&P RR 

TOWNSHIP: 4 RANGE: SECTION: 40 BLOCK: 55/ SURVEY: T&P RR 

TOWNSHIP: 4 RANGE: SECTION: 44 BLOCK: 55/ SURVEY: T&P RR 

PAYMENT: RENTAL 

ABSTRACT: 4431 COUNTY: REEVES 

ABSTRACT: 4432 COUNTY: REEVES 

ABSTRACT:3148 COUNTY: REEVES 

ABSTRACT: 4741 COUNTY: REEVES 

SHORT DESC: ALL OF SEC 34. BL 

SHORT DESC: ALL OF SEC 36. BL 

SHORT DESC: ALL OF SEC 40, 8L 

SHORT DESC: S2 OF SEC 44, BLK 

• • • • • •• •• 
• 

•• • • • • • •• 
LEASE NUMBER: TX1992198-000 LEASE DATE: 4/29/2008 PROSPECT: DIXIE LAND • • •• • • • •• • 
RECORDED BOOK: 791 PAGE: 574 ENTRY NUMBER: 1915 COUNTY/PARISH: REEVES STATE: TX 
~~~~~~=---~------------------------------~~~------------------------------------~~~=--- · FOR CREDIT OF: ACCT : AMOUNT • • 
017397 COMMISSIONER OF THE GENERAL LAND 

OFTHESTATEOFTEXAS 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

RENTAL PYMT FOR YRS 4 & 5 

PLEASE SIGN 
AND RETURN 

IMPORTANT 

The attached check ts for the personlsl named above. Pleasa date, 
stgn and return the attached recetpts on the day you recetve 11. If 
d.rected to a bank. ptease depostt the amount to the cred•t of the 
persontsl named above and date, stgn and return the recetpt on the 
day you recetve 11. If correspondence requ,red. please make reference 
to lease number. 

•••••• . 
-l_ $448,000.00 : ••• :. 

Subtotal $448,000.00 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY. OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY MARCH 17 , 2 011 T ENDERED TO COMMISSIONER OF T HE GENERAL LAND 
THE SUM OF $448 ,000.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 
PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 4 /29/2011 TO 4 /29/2013 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: 4 RANGE: SECTION: 34 BLOCK: 55/ SURVEY: T&P RR ABSTRACT: 4431 COUNTY: REEVES SHORT DESC: All OF SEC 34, Bl 

TOWNSHIP: 4 RANGE: SECTION: 36 BLOCK: 55/ SURVEY: T&P RR ABSTRACT: 4432 COUNTY: REEVES SHORT DESC: All OF SEC 36, Bl 

TOWNSHIP: 4 RANGE: SECTION: 40 BLOCK: 55/ SURVEY: T&P RR ABSTRACT: 3148 COUNTY: REEVES SHORT DESC: ALL OF SEC 40, Bl 

TOWNSHIP: 4 RANGE: SECTION: 44 BLOCK: 55/ SURVEY: T&P RR ABSTRACT: 4741 COUNTY: REEVES SHORT DESC: S2 OF SEC 44, BLK 

• • PAYMENT: RENTAL 

LEASE NUMBER: TX1992198-000 LEASE DATE: 4/29/2008 
: • • • •. RECORDED BOOK: 791 PAGE: 574 ••• ENTRY NUMBER: 1915 

PROSPECT: DIXIE LAND 
COUNTY/PARISH: REEVES STATE: TX 

• • • FOR CREDIT OF: ACCT: AMOUNT 
• • • •: 017397 COMMISSIONER OF THE GENERAL LAND 

• .. .. 
• • . .• 

OF THE STATE OF TEXAS 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

RENTAL PYMT FOR YRS 4 & 5 

COPY FOR 
YOUR RECORDS 

IMPORTANT 

$448,000.00 

Subtotal $448,000.00 

The attached check os for the personlsl named above. Please date, 
sign and return the auached receipts on the day you rece•ve lt. If 
directed to a bank, please deposit the amount to the credit of the 
person(s) named above and date, sign and return the receipt on the 
day you recieve lt. If correspondence requ•red. please make reference 
to lease number. 

Date Received ___________ ___, BANK SERVICE 

Sign Here --------------1 
CHARGE $.00 

Grand Total $448,000.00 

BY------~~---------i Totte Check No. 350606 

CHESAPEAKE OPERATING, INC. Bank of Oklahoma, N.A. 350606 DELAY RENTAL ACCOUNT 
P.O. Box 18496 

Oklahoma City, OK 73154 
~ 

Date 
MARCH 17,2011 

Amount 

$448 ,000.00 

FOUR HUNDRED FORTY-EIGHT THOUSAND AND 00 /100 Dollars • • • *" * ~' • • • • • 

Pay to 
The 
Order 
of 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F A USTIN BU ILDING 
AUSTIN TX 7870 1 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 
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File No. --'-V}tl&...;....l...f_...---oo~/_0""'-9..:...-..4-/ 5..;._- __,J,___ 

O~NTAL PAYMEN I 

Date Filed: 3/a.-::/ r I . 
Jerry E. Patterson, Conumss10ner 

By~ 

• ······ • • 
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