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W ILLIAM A. CHALFANT, CPL Oic (432) 684-9819 
ra,: (432) 682-2601 

E-mail: billi~'rhaliantpropcrt1es.com 

, 

CHALFANT PROPERTIES, INC. 
Di{ & §a, .J:uuill'j ,.,z,/ ~)•o{JL,liu 

1502 NORTH BIG SPRING 

P. 0. BOX 3123 

M IDLA D, TEXAS 79702-3 1 23 

July 7, 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFICE 
1700 North Congress Ave 
Austin, TX 78701 

RE: All of Section 3, Block 45 
Public School Land Survey 
Culberson and Reeves County, Texas 

Dear Mr. Reid : 

I have reached an agreement with th ree surfaces owners under the above-captioned 
land. I have attached copies of the Oil and Gas Leases fo r these owners. 

The terms are $202.00 per acre for a five year paid up lease with 1/5th royalty. 

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

Sincerely, 

<'~J 
William A. Chalfant, CPL 

WAC/ mkc 
enclosures 
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HAL REVIEW SHEET 

Trnactiln # 4758 GBIBjSt: R. Widmayer 

(.8SS(I': Browning, Mrs. Patrick, fka Sally Rebecca Read L83S8Dat8: 7/8/2005 Ul: 0 

LBSS88: Chalfant Properties, Inc. 

liAIE IIICRFml 

CIUity '' v '( ...2. '3 
REEVES 5 vj'7\ -J. 
CULBERSON 

RE~~~~~~ .. 

TERMIIFHRBI 

Prinary T 11'111: (5 years 

PIN# 

:=J 
llcnJs/ A11'8: c $2"0o.OOI 

Rlllta/ Acre: c $1.00 

11/5 
---, 

Roymty: I 

L8SS88 

Basa~No Pa1 
118134 ALL 

118134 ../ ALL 

A eros: 1280 

SIE. 1110 Twp SUrvey 
3 45 00 PUBLIC SCHOOL LAND 

3 45 00 PUBLIC SCHOOL LAND 

TERMI RECilMJIIII 

Prila'y T 81'111 Is years 
~ ~ 

llcnJs/ A11'8 L__ $3oo.oo 1 

Roota/ A11'8 $1.]_QJ 

Roymty 
,..---
11/5 I 

Date T81'111 Boous/ Ac. Roo tal Ac. Roymty lbtaJ:e 

Abst# 
3536 

3773 

3655 

,-- Last L83S8 
___J ._ _ _, L------1 .._ _ _, --

:==:::==~ :==:::==========~ ;::::===~":====; :=:=~i I I I ~c======-~ 
'--:=::====: L-==========~ ._====:II I c= l ._I __ ] 
.--- r- .--- II I c-: c= 
:==:::==~ :==:::===========: :====~II I :======: 

ClltiiBits: 4th year rental will be $200.00 per acre. Also: Dale B. Harde~cres and N.S. Marrow with! 
acres. 33 1/3% 3 ways. J 

Thursday, August 18,2005 
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~ Rf:VINQUISHMENT ACT LEASE APPLICATION 
I • 

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 of Mineral Leasing 

Peter Boone, Chief Geologist 

DATE: 18-Aug-05 

Applicant: Chalfant Properties, Inc. County: REEVES 

Prim. Term: 5 years Bonus/Acre $300.00 

$1.oo ~~ 'J v~ z.d3t~ y(tf f Royalty: 115 Rental/Acre 

Consideration 

Recommended~~ 
Not Recommended: ----

Date: 8· lf3. o >...-

Comments: 4th year rental will be $200.00 per acre. Also: Dale B. Hardeman with 640 acres and N.S. Marrow 
with 640 acres. 33 1/3% 3 ways. 

tAease Form 

Recommended: [Zrfo/ Date: rfoflo5 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner Date: q-ol/- 0 S 

Recommended: 

Not Recommended: ___ _ 

Bill Warnick, General Counsel 

Recommended: 1.nJ11J 
Not Recommended: ----

Lany Laine, Chief Clerk 

.~ 
Date: 

Approved: 

Not Approved: ___ _ 

Date: e 0 ~ O..$ 
------



. I 

• 

•, 



·wiLLI AM A. CHALFANT, CPL Ofc: (432) 684-98 19 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

CHALFANT PROPERTIES, INC. 

September 14, 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFICE 
1700 North Congress Ave. 
Austin, TX 78701 

RE : All of Section 3, Block 45 
Public School Land 
Reeves County, Texas 

Dear Mr. Reid : 

{);{ 0 §ai ...Cr.ai/119 and QJtopdio 

1502 N ORTH BIG SPRING 

P. 0. BOX 3123 

M IDLAND, TEXAS 79702-3 123 

Enclosed please find a certified copy of Oil and Gas Lease from the following : 

1. Oil and Gas Lease dated July 8, 2005, from The State of Texas, acting by and 
through its agent, Mrs. Patrick Browning, fka Sally Rebecca Read, dealing in her 
sole and separate property, covering his interest in 160.0 net mineral acres in Section 
3 , Block 45, Public School Land Survey . The State of Texas to receive lease bonus 
payment of $24, 160.00. 

Also enclosed is a check in the amount of $24,285.00, including lease bonus payment and a 
State filing fee of $125.00. 

Should you have any questions, please do not hesitate to call . 

Sincerely, 

~1.444#:) __ _ 

• • • •• • ••• 

William A. Chalfant, CPL 

WAC/mkc 
enclosures 
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CHALFANT PROPERTIES~ INC. 
l£ASE BONUS CLEARING ACCuUNT 

(432) 684·9819 
PO BOX3123 

MIDLANO. TX 79702 

WEST TEXAS NAnONAL BANK - 01 
:ORDER TEXAS GENERAL LAND OFFICE !~~4 ,285.00 
PAYTO ~ 9fl 4n005 

Twenty-Four Thousand Two Hundred Eighty-Five and 001100**************** ••••••••• 

TEXAS GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVE. 
AUSTIN, TX 7870 I 

06002839 

/2f 
6959 

OOLL.ARS 

Lease Bonus & State Filing Fcc: All Sec 3, Blk 45, P LS ~-"" 

•• ••• • • • • 
•• • • •• • • • • • • • • •• • • • • • 
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., 
W ILLIAM A. CHALFANT, CPL Ofc: (432) 684-9819 

Fax: (432) 682·2601 
E-mail: bill@chalfantproperties.com 

• • • .. 
• ••• 

CHAlFANT PROPERTIES, INC. 

September 14, 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFICE 
1700 North Congress Ave. 
Austin, TX 78701 

RE: All of Section 3, Block 45 
Public School Land 
Reeves County, Texas 

Dear Mr. Reid: 

r!Jif 0 §,u ..f:w>uzfj and <:Ptopuli<> 

1502 NORTH BIG SPRING 

P. 0. BOX 3123 

MIDLAND, TEXAS 79702-3 123 

Enclosed please find a certified copy of Oil and Gas Lease from the following: 

1. Oil and Gas Lease dated July 8, 2005, from The State of Texas, acting by and 
through its agent, Dale B Hardeman, dealing in his sole and sepa,rate property, 
covering his interest in 240.0 net mineral acres in Section 3, Block 45, Public School Land 
Survey. The State of Texas to receive lease bonus payment of $36,240_00. 

Also enclosed is a check in the amount of $36,365.00, including lease bonus payment and a 
State filing fee of $125.00. 

Should you have any questions, please do not hesitate to call. 

Sincerely, 

William A. Chalfant, CPL 

WAC/mkc 
enclosures 

• •• ••• • . • • • • •• • • • • • • • • • • • •• • • • 
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CHALFANT PROPERTIES INC. 
LEASE BONUS CLEARING ACC0Uf\IT 

(432) 684·9819 
P.O BOX3123 

MIDLAND. TX 79702 

WEST TEXAS NATIONAL BANK 

~· 

:eORO£R TEXAS GENERAL LAND OFFICE ~~e6,365.00 
Thirly-Six Thousand Three llundrcd Sixty-Five and 00/ 100***************** ••••••••~ 

11J 
6961 

DOLLARS 

PAYTO X. 9/14/2005 

Cl. =~-
TEXAS GENERAL LAND OFFICE L!J -... ...... 

• 

1700 NORTii CONGRESS AVE. 
AUSTIN, TX 7870 I 

•• • •• • • • 
•• • • •• • • • • • • • • • • • • • • • 
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W ILLIAM A. CHALFANT, CPL . . Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

• • 

CHALFANT PROPERTIES, INC. 

September 14, 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFICE 
1700 North Congress Ave. 
Austin, TX 78701 

RE: All of Section 3, Block 45 
Public School Land 
Reeves County, Texas 

Dear Mr. Reid: 

c'J;[ & §ai .£~a iing and c:JJ,opnii£ ~ 

1502 N O RTH BI G SPR ING 

P. 0 . BOX 3123 

M IDLAND, TEXAS 79702-3 123 

Enclosed please find a certified copy of Oil and Gas Lease from the following: 

1. Oil and Gas Lease dated July 8, 2005, from The State of Texas, acting by and 
through its agent, N.S. Marrow, a widower dealing in his sole and separate 
property, covering his interest in 80.0 net mineral acres in Section 3, Block 45, Public 
School Land Survey. The State of Texas to receive lease bonus payment of $12,080.00. 

Also enclosed is a check in the amount of $12,205.00, including lease bonus payment and a 
State filing fee of $125.00. 

Should you have any questions, please do not hesitate to call. 

Sincerely, 

William A. Chalfant, CPL 

WAC/mkc 
enclosures 
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CHALFANT PROPERTIES~_I_NC. 
LEASE BONUS CLEARING ACCuuNT 

WEST TEXAS NATIONAL BANK 
.. mo, 

6960 
(432) 684-9819 
P.O. BOX3123 

MIOLANO. TX 797()2 

PAYTO ~le 9/ 14/2005 
;;eORDtR TEXAS GENERAL LAND OFFICE ** 12,205.00 

Twelve Thousand Two Hundred Five and 00/IOQ••••• ••**••••••••••••••••• • • • ••• • •• DOllARS 
tJ.. SoaoMr-

TEXAS GENERAL LAND OFFICE l!J r:.::" .. -

• • • • • • • • •• • • • • • • ••• • 

1700 NORTH CONGRESS AVE. 

AUSTIN, TX 78701 

•• ••• • • •• • • • • • • •• • • 

• 

•• • •• • • • • • • 
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BOOK 7 i j PAGE 66 

FILE# 3959 

•• • . •• • ••• 

• 

General Land Office 
Relinquishment Act Lease Form 
Revised. September 1997 

~~~D (/ 

nuS AGREEMENT is made and cntCRd into this 8th doy of Jely, 2005, betwctn the Stau: of Texas, acting by and through its agent. Dole 8 . 

llardemaa, clali"& i • hit sole aed x parok proP"rty of PO Bo• 470, Wllartoe, TX 77488 said agent herein referred to as the owner of the soil (whether 

one or more). and CHALFANT PROPERTIES, INC .• of PO BOX 3123. Midland, Tcxas 79702 hereinafter called ~. 

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agrccmcnts to be paid. kept and 

performed by~ under this lease, the State of Texas, acting by and through the owner of the soil, hereby gnnts, leases and lets Wlto U:ssce, 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 aad CULBERSON County, State ofTexas, to-wit: 

All of Section J , Block 45, Publi< School Land Sur"Yty 

containing 640.8 acres, men or less. The bonus considention paid for this lease is as follows: 

To the State ofTcxas: Thjny-Sjx Thouwxl Two Hundred fooy & 001100 
Dollars IS 36 240.00! 

To the owner of the soil: Jbjnv-Six Thousand Two Hun<lrcd Forty & 001100 
Dollars IS 36.240 00) 

Total bonus consideration: Seventy-Two Thousand Four Hundred Eighty & 001100 
Dollars IS n 480 OOl 

The total bonus considcnlion paid rcprcscnts a bonus of llorcs u .. dred Two Dollars (SJ82.08) per acn, on 140.08 net aa-es. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of fitti.1) years from this date (herein called "primary 
term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities' from said land. 
As used in this lease, the term "produced in paying quantities" means thai the receipts from the sale or othcr authoriz.cd cornmcrcial usc of the subst.ancc(s) 
covcn:d exceed out or pocket opcntional cxpenscs for the six months last past. 

3. DELAY RENTALS. If no well be commcnccd on the leased premises on or before one (I) year from this date, this lease shall terminate, 
Wllcss on or before such aonivenary date~ shall pay or tender to the owner of the soil or to his credit in 
the ' ' TillS IS A PAID-UP L£ASE: SEE PARAGRAPH 40 " Bank, at~ or its succcsscn (whicb shall continue as the depository regardless of 
changes in the ownership of said lax!). the M>OW!t specifiClCI below; in addition, ~shall pay or laldc:r to the COMMISSIONER OF THE GENERAL 
LAND OFFICE OF TilE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shal l operate as a 
rental and shall cover the privilege of deferring the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the 
following amounts: 

To the owner of the soil: 
Dollan(S ___________ ___J 

To the State ofTcxas: 
Dollan ($ ____________ _) 

Total Rental: 
Dollan(S _______ _____ _, 

In a like manner and upon like payments or tcndc:rs annually, the commencement of a well may be further deferred for successive periods of one ( I) year 
each dwing the primary term. All payments or tenders of rental to the owner of the soil may be made by cbcck or sight droll of Lessee, or any assignee of 
this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, 

suspend business, liquidate, fail or be s~ by III]Oift" ~ or fpr any reason fail or refuse to accept rental, ~ shall "9' be held in default for 
fail w-e to make such payments or tenders of~~ Ujltil \llitty (30) <jays after the owner of the soil shall deliver to lcs5cc a proper recordable instrument 
naming anolbcr bank as agent to receive such payments or tenders. 

True and Correct 
•• ••• •• copy of • • • • •• • • •• Original filed in · • • • • • • • • • • • • • •• • • Reeves County • • • • • ~ 

Clerb 0 fice 



BOOK 7 i i PAGE 

4. PRODUcrJON ROYALTIES. Upon production of oil and/or gas, Lcssce agrees lO pay or cause to be paid onc-half(l/2) of the royally 
provided for in this lease: lO the Commissioner of the Ccncral Land Office of the SweofTcxas,ll Austin' Texas, and onc-balf(l/2) ofsudl royalty to the 
owner of lhc soil: 

(A) 00... Royalty payable on oil, which is defiJICd as including all hydrocart>ons produced in a liquid fonn at the mouth of the well and also as all 
condensate, clistlllatc, and olher liquid hydrocart>ons recovered from oil or gas ruo through a separator or olher equipment, as hen:inaft.er provided, shall be 
!15th pan of the gross production or the ll'l&lilct value tbc:rcof, at the option of the owner of the soil or the Commissioner of the 
GcoeraJ Land Off10e, such value lObe dctamincd by I ) the hi&best posted price, plus premium, if any, offered or paid for oi~ c:oodcnsatc, distillate, or olher 
liquid bydroeatboos. respcc:tively, of alike type and pavity in tlie general area when: produced and wbcl) run. or 2) the highest mat1t.c:l price tbcrcof offered or 
paid in the gc:ncnl area when: produced and when run. or 3) the gross procc:cds of the aale tbcrcof, whichever is the greater. Lessee agrees that before any gas 
produced from the lc:ascd prc:mixs is sold, used or processed in a plant, it will be NO free of coot to the royalty owncn through an adequate oil and gas 
scpat1llOr of oonventional type, or olher equipment at least as efficient, so that all liquid hydrocasbons recoverable from the gas by such means will be 
recovered. 1bc requirement that such gas be Nil through a separator or olher equipment may be waived in writ.ing by the royally owncn upon such ternu and 
oonditions as they prc:scribe. 

(B) NON PROCESSED GAS. Royalty on any gas (includifls flared gas). which is defined as all hydrocarbons and gaseous substances not defiJICd 
as oil in subparqnlpb (A) above, produced from any well on said land (except as provided herein with n:spccllO gas proocsscd in a plant for the extraction of 
gasoline, liquid hydrocarbons or olher products) shall be 1/Sth pan of the gross production or the market value tbc:rcof, at the 
option of the owner of lhc soil or the Commissooner of the Gcncnl Land Office, such value lO be based on the higbcslll'l&lilet price paid or offered for gas of 
oompanoble quality in the general area when: produced and when run. or the gross price paid or offered to the producer, whichever is the greater; provided that 
the maximum pn:ssw-c base in me8Suring the gas under this lease: shall no1 at any time cx.-1 14.65 pounds per square inch absolute, and lhc SWidard base 
temperature sball be sixty (60) dctl:n=cs Fabtmbc:it, con-cctioo 10 be made for pn:osun: eccording 10 Boyle's law, and for spc:cific gravity IICCOI'Ciin& lO IA:SIS 
made by the sm.- Mctbod or by the most -wrovcd mc:tbod of ICSiin3 being used by the indusuy at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas proocsscd in a gasoline plant or olher plant for the recovery of gasoline or olher liquid hydrocarbons 
shall be l/5th part of the ~iduc gas and the loquid hydroc.tbons extraacd or the nWitct value tbcrcof, Ill the option of the 
owner oflhc soil or the Commissioner of the GenenJ Land Office. All royalties due herein shall be based oo one buodn:d pc:n:cn1 (IOO"h) of the 101&1 plant 
production of residue gas utributable lO gas produced from this lease, and on fifty pc:n:cn1 (50%). or that pc:n:cn~IIIXIUing 10 Lessee, whichever is the greater, 
of the 101&1 ploat ~ of liQuid hyclroc.bons .aribuuble lO the produced from this lease; idcd that if liquid hydrocarbons are recovered from 
gas proccs5Cid in a plant in which Lcs.sce (or its parent, subsidiary or :'J.riate) owns an iruen:sl, then J:':" perccn~ 8(>Piicable lO liquid hydrocarbons shall be 
fifty pc:rccnl (50%) or the bigbcsl pc:rccnl acau.ng lOa third pany processing gas through such plant Wlder a proccss.ng agreement negotiated at ann's length 
(or iftbc:re is no such third 1*1Y, thc highest~ then being spccifocd in processing I(!TCCUICIIIS or COOIIaCIS i.n the industry), whichever is the grau:r. The 
rc:spcctive royalties on ~iduc gas and on hquid hydrocarbons shall be determined by I) the highest ll'l&l1lct price paid or offcn:d for lillY gas \or liquid 
hydrocarboos) of compatablc quality in lhc gc:neral area, Of 2) the gross price paid or offcn:d for such residue gas (or the weighted avcnoge gross sci ina price 
for the respective grades of liquid hydrocarbons). whichever is the IIJ"&lCt. In no event, however, shall the royalties payable under this panograph be less than 
the royalties which would have been due had the gas not bcco proocsscd. 

(D) 01l!ER PRODUCTS. Royalty on earbon blade, sulphur or ""Y othc:r products produocd or manufaaurcd from ps (excepting liquid 
hydrocart>ons) wbc:tbcr said gas be "casinghead," ~dry", or any olher gas, by fraa.ionatin& bumin& or any othc:r proccssiJI8 shall be IJS!b 
pan of the gross p<Oduclion of such products, or the ll'l&lilct value tbcrcof, 11 the option of the owner of the soil or the Commissioner uf the GcoeraJ Land 
Office, such n:wi<ct value 10 be determined as follows: I) on the basis of the highest n:wi<ct price of each product for the same month in which such product is 
p<Odu<:cd, or 2) oo the basis of the avc:no&e gross aale price of cacll product for the same mon!b in which such products.,.. produced, whicbever is the greater. 

S. MINIMUM ROYAL TV. 0\.ring any y- after the expiration of the pri.m.-y tc:nn of this lc:asc, if this leaoic is nWnlaincd by produc:tioa, the 
royalties paid under this lease: in no event shall be less !ban an amount equal lO the 101&1 annual delay rental herein provided; otbc:rwise, tbc:re shall be due and 
payable on or before the lasl day of the mon!b succccding lhc anniversary dale of this lc&'JC a sum equal to the 101&1 annual rental less lhc amount of royalties 
paid during lhc preceding year. If Panarapb 3 of this lease does not specify a delay rental lllllOWll then for the purposes of this Jliii'IIVl'Ph. the delay rental 
amount shall be one dollar (SI.OO) per ac:re. 

6. ROYAL TV IN KIND. Notwithstanding 1111y olher provision in this lease, at an1. time or from time 10 time, the owner of the soil or the 
Commissioner of the GcoeraJ Land Office may, 111 the option of either, upon not less !b.all sixty (60) days notice lO the bolder of the ICIISC, require that the 
paymcnl of ""Y royalties acauing 10 such royalty owner under this lease be made in kind. The owocr of the soil's or the Commissioner of lhc GcoeraJ Land 
Office's right lO take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissiooer of the General Land Office's rights or Lcssce's 
obligutioos, wbc:thcr express or implied, under this lease. 

7. NO DEDUcrJONS. Lessee agrees that all royalties acauing under this lease: \includina those paid in kind) sbaiJ be wi!boul deduction for the 
cost of prociucUlg. gll.berin& storing. sepanll.ing. treating. dehydrating. compressing. proccsstJl& transporting. and olherwise making the oil, gas and olher 
products bcrc:under ready for aale or usc. Lcssce agrees 10 compute and pay royalties on the gross value rcc:civcd, including aoy reimbur.ianc:nts for 5CVallnCC 

l.l.l<cs and production related COSIS. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on 1111y gas as may represent this lease's proporti00111e share of any fuel 
used lO process gas produced hereunder in any processing planl. Notwi!bslanding 1111y other provision of this lc:asc, and subjcc:t lO the wriU<:n consent of the 
owner of the soil and the Commissioner of the Gencnllaod Office, Lessee may recycle gas for gas lift purposes oo the lc:ascd pn:miscs or for injcctioo into 
any oil or gas producina fortDIItioo underlying the lea5cd pn:miscs aft.er the liquid bydrocerbons contained in lhc gas have bcco removed; no royalties shall be 
~yablc: on the rccydcd ps Ulllil it is produced and sold or used by Lessee in a manner which mtitles the royalty owocrs lOa royalty under this lease. 

9. ROYALTY PAYMEm'S AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the foUowin& manner: 

Payment of royalty oo production of oil and gas shall be as provided in the rulea set forth in the Texas Rqlsta. Rules cunmtly provide: that 
royalty oo oil is due and mus1 be rcc:cived in the GenenJ Land Office on or before the Sth day of the scoood month ~ing !be month of production. and 
royalty on g.as is due and must be rccc:ived in the GcoeraJ Land Offocc on or before the 15th day of the second month succ:ccding the month of production, 
acc:ompanicd by the a.ffidavit of the owner, manager or olher IIUiboriud agent, completed in the form and manner pn::saibcd by the Gc:nt:ral Land Office and 
showing the gross IIIIOWlJ and disposition of all oil and gas produced and the ll'l&lilct value of the oil and gas, lOg<.'lhcr with a copy of 11.11 docwnents, records 
or rcpons cooftnning the gross production, disposition 
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1111d market value including gas meter rcading.s, pipeline receipts, gas line rcccopts lllld Olhcf ched<s or memoranda of amount produced 1111d put into pope lines, tanks, or 
pools and gas lines or gas storage, and any other reports or =ords which the General Land Office may require to verity the gross production, disposition 1111d market 
value. In all cases the authority of a manager or 113entto aa for the Lessee hereon must be filed in the General Land Office. "-<:h royalty payment shall be accompanied 
by a ched< stub, schedule, summary or Olhcf remillllllce advice showing by the assigned General land Office lease number the amount of royalty being paid on each 
lease. If Lcsscc pays his royalty on or before thiny (30) days allcr the royalty payment was due, then Lcsscc owes a penalty of SYo on the royalty or S2S.OO, whichever 
is grcate<. A royalty payment which is OYctthiny (30) days late shall accrue: a penalty of 10% of the royalty due or S2S.OO whichcve< is greater. In addition to a penalty, 
royalties shall accrue inlef<SI 11 a rate of 12% per year, such interest will begin occruing when the royalty is sixty (60) days overdue. Affidavits lllld supporting 
documents which arc no1 filed when due shall incur 1 penalty in an amount set by the Gcncnl Land Office adminisiJ'IIIive rule which is effective on the date when the 
affidavits or supporting documents wue due. The Lcsscc 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 opcralC to prohibit the Stale's right of forfeiture as provided by law nor aa 10 postpone the date on which 
royal tic;~ were originally due. The above penalty provisions shallltOI apply in CI.ICS of tide dispute as to the State's portion oflhc royalty or to that portion or the royalty 
in dispute as 10 fair market value. 

10. (A} RESERVES, CONTRACTS AND OTI-IER RECORDS. Lcsscc shall annually fum ish the Commissioner of the General land Office with its best 
possible cstimaac of oil and gas reserves undcrtyingthis lease or alloeable to this lease lllld shall furnish said Commissioner with copies of all conl111Cl.S under which gas 
is sold or proc:cssed lllld all subsequent agreemcnu lllld amendments to such conlrtiCU within thiny (30) days aile< entering in10 or making such contracts, agreements or 
amendments. Such conlrtiCU lnd agreemcnu when received by the Ocncral Land Office shall be held in confidence by the General Land Office unless Olhcfwisc 
authorized by Lcsscc. All Olhcf contrw:U and records pertaining to the produaion, transportation, sale lnd marketing or the oil and gas produced on said premises, 
including the books lnd accounts, rcceipU and disclw'ges of all wells, tanks, pools, meters, and pipelines shallot all times be sub)«~ to inspc:ction lnd examinat ion by 
the Commissioner of the Ocncnl land Office, the Allorney Ocncral, the Governor, or the rcprcscntative or any or them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all opcra1.ions on this lease shall be submitted 10 the Commissioner of the Ocncral Land 
Office by Lcsscc or opcr11or five (S) days before spud cble, workover, re-<nuy, tunporwy abandonment or plug and abondonmcnt of any well or wells. Such wriuc:n 
notice to the Ocncral Land OfTocc shall include copies of Railroad Cornmissoon forms for applieation to drill. Copies of well tcsu, complet ion reports and plugging 
reports shall be supplied 10 the Ocncral Land OtTocc at the time they arc filed with the Texas Railroed Commission. All applications, pcrmiu, reports or other fil ings that 
refe<cnce this lcosc: or any specific well on the leased premises and that arc submined 10 the Texas Railroad Commission or any Olhcf govunmcntal agency shall 
include the word ·s~a~e· in the title. Additionally, in IICCOfdancc with Railroad Commission rules, any signage on the leased premises for the purpose of idcntitying 
welb, tank batteries or other associated improvements to the land must also include the word •s tate. • Lessee shall supply the Ocncral Land Office with any records, 
mcmorvoda, accounts, reports, euuing.s and cores, or other information relative to the opcralion of the above-<lc:scribcd premises, which may be requested by the 
Ocncral Land Office, in addition 10 those herein expressly provided for. Lcsscc shall have an electrical and/or radioactivity survey made on the bore-hole section, from 
the base of the surface casing 10 the lOlii depth or wdl, of all wclb drilled on the above dcsaibed premises and shall tnnSmil a true copy of the log of each survey on 
each well to the 0cncra1 Land OfTocc wothin roncen (IS) days allu the making of said survey. 

(C) PENAL TIES. Lcsscc shall incur a penalty whenever rcpons, documents or Olhcf materials arc not filed in the Ocncral land Office when due. The 
penalty for late filing shall be set by the Ocncnol Land Office administrative rule which is effective on the dale when the m•erials were due in the Ocncrall..and Office. 

I I. DRY HOLE/CESSATION OF PRODUCTION DURING PRJ MARY TERM. If , during the primary term hereof and prior 10 discovuy and 
production of oil or gas on said land, Lcsscc should drill 1 dry hole or holes thereon, or if during the primary term hereof and a.flcr the discovuy and acliJal produaion 
of oil or gas from the leased premises such production lhctcof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days 
from dale or completion of said dry hole or ccssalion of production Lcsscc commcnccs additional drilling or reworking opc:nlions thcrc:oo, or pays or tmdcn the next 

annual delay rental in the same mllnlla' as provided in this lease. If, dunng the last year of the primary term or within sixiX, (60) days prior thereto, 1 dry hole be 
completed and abandoned, or the production or oi l or gas should ec:a.e for any cause, Lcsscc's righu shall remain in full force and effect without furthcT operations unt il 
the expiration or the primary term; and if Lcsscc has not resumed produalon In paying q11ontities etthe expiration of the primary term, Lcsscc may maintain this lcosc: 
by conducting additional drilling or reworking opcf8lions pursuantiO Panognph 13, using lhc expinotion or the primary term as the d•e of ccssalion of production ..,da 
Panognph 13. Should the first well or any subsequent well drilled on the above dcsaibcd land be completed as a shut-in oil or gas well within the primary term hereof, 
Lcsscc may resume payment of the annual rental in the same m.nncr as provided herein on or before the rental paying d•e fol lowing the expiration of sixty (60) days 
from the dale of completion of such shut-in oil or gas well and upon the failure 10 make such paymen~ this lease shall ipso facto terminate. If 11 the expiration of the 
primary term or any time thcrcafte< a shut-in oil or gas well is loeatt:d on the 1cascd premises, paymenu may be made in accordance with the shut-in provisions henof. 

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, b<lt Lcsscc is then engaged in drilling or reworking operations thcrc:oo, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any 
one such opc:nlion, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying qUIIIllities 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, DRJLLINO, AND REWORKING. If, allcr the expiration of the primary term, production of oil or gas from the leased premises, aftu 
once obtained, should cease from any causc, this lease shall not terminate if Lcsscc commcnccs additional drilling or reworking opcf8lions within sixty (60) days aile< 

such cessation, and this lease shall remain in full force and effcc:t for so long as such operations continue in good faith and in workm1111like m1111ner without inturupcions 
totaling more than sixty (60) days. If such drilling or reworking opc:ralions 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 or shut-in oil or gas well royalties or payment or compcnsaiO<y royalties is made as 
provided herein or as provided by law. If the drilling or reworking opcnlions result in the completion oh well as a dry hole, the lcosc: will not tuminate if the Lcsscc 
commences additional drill ing or reworking operations within sixty (60) days allcr the completion of the well as a dry hole, and this lcosc: shall remain in effect so long 
as Lcsscc continues drilling or reworking operations in good faith and in a workmanlike manner without inturuptions total ing more than sixty (60) days. Lcsscc shall 
give wriucn nocice 10 the Ocncral Land Office within thiny (30) days of any ccssa1ion of production. 

14. SHUT-IN ROYAL TIES. For purposes of this pangraph, "well" means any well that has been assigned a well number by the state agency having 
j urisdiction over the production of oil and gas. If, II any time a Ret the expiration of the primary term of a lease that until being shut in, was being maintained in 
force and effect. 1 well capable or 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 facihties or lack of a suitable market, then Lcsscc may pay as 1 shut-in oil or gas royalty an amount equal to double the annual rental provided in 
the lease. 1><11 not less than S 1.200 a year for each well capable of producing oil or gas in paying quantities. If Plri&JllPh 3 of this lease docs no1 spcc:ity a delay rental 
amount. then for the purposes of this plllgll!lh, the delay rental amount shall be one dollar (SI.OO) per acre. To be cffct:t ive, each initial shut-in oil or gas royalty 
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must be paid on or befcn: ( I) the expintion of the primary lam. (2) 60 clays after the l..c5scc e>caSCS to produce oil or ps from the leased premises, or (3) 60 clays after 
l..c5scc completes a drilling or rcwotking opcnolion in aa:orclancc with the lease provisions; whichever dllc is 111<:$1. Such payment shall be made one·half(ln) 10 the 
Commissioner of the General Land Office and one-half (112) to the owner of the soil. If the shut-in oil or ps royally is paid. the lease shall be considered 10 be a 
producing lcMc and the payment shall CJ<Icnd the lam of the lease for 1 period of one year from the end of the primaty term, or from the fir>l clay of the month 
following the monlh in which production ceased. and, after thai, if no suitable production facilities or suitable marlcct for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one ( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

• 

IS. COMPENSATORY ROYALTIES. lr, during the period the lease is kept in effect by payment of the shul· in oil ot gas royally, oil ot gas is sold and 
delivered in paying quantities from a wclllocaled within one lhouswld ( 1,000) feel of the leased premises and complel<d in the same producing reservoir. or in any case 
in which dn.inl&e is occuning the righlto continue to maintain the lease by paying the shut-in oil or ps royalty shall ocasc, but the lease shall remain cffcctivc fot the 
remainder of the 'I'M for which the royalty has been paid. The l..c5scc may maintain the lease fot four mote successive year. by l..c5scc paying compcruatory royally at 
the royalty ra1.e provided in the lease of the markCI value of prodOCiion from the well causing the ~ 0< which is completed in the same producing reservoir and 
wilbin one u.o.-.d (1 ,000) feel of the lcascd premises. The compcnsalllfy royalty is to be paid monthly, one-half ( 112) to the Commissioner of the Gcncnal Land 
Offocc and ono-balf(l/2) to the owner of the soil. bqinning on or before the last clay of the monlb following the monlb in which the oil 0< gas is produced from the well 
causing the dnoina&c or lhlll is complclcd in the samc producing reservoir and lociiCd wilbin one thousand (1,000) feet of the leased premises. If the cumpcnsaoory 
royalty paid in .,y 12-monlh period is in., amount less !ban the annual shut-in oil or ps royalty, l..c5scc shall pay an amount equal to the diffcn:ncc within thiny (30) 
clays from thc cod of the 12-monlh period. Compcnsllory royalty payments which an: noc timely paid will accrue penalty and in1acs1 in aa:orclanc:c wilb f'ara&saph 9 of 
dlis Jc.sc. None of these provisions will n:licvc l..c5scc of the obliplion of reasonable development not the obligatioo 10 drill offset wdls as provided in TCJ<as Natunll 
Rcsowta Code 52.173; bowcver, at the dclam.inalioa of the Commissioner, -.d with the Commissioner's wri11<11 approval, the paymcn1 of compcnsiiOf)' royalties can 
SllisfY the obliplion to drill offset wells. 

16. RETAINED ACREAGE. Nocwilhslanding .,y provision ofdlis lease 10 !be contnry, after a well producing or capable of producing oil or ps has 
been complclcd on the lcascd promises, l..c5scc shall acrcisc the dili&<z>OC of a reasonably pniCiall opcra10r in drilling such additionll well 0< wells as may be 
reasonably ncc:c:ssMy for the proper dcvdopmcn1 of the lcascd premises -.din marketing the produclion thereon. 

(A) VERTIC Air In the event dlis lease is in force and ciTCCitwo (2) years after thc expintion dale of the primal)' or CX1aldcd lam it shall then laminl&c 
as to all of lbc lcascd premises, EXCEPT ( l) 40 acra SWTOWiding each oil well capable of producing in paying qUifllitics and 320 acra SWTOWidin& each ps well 
capoble of producing in paying quanlities (including a shut-in oil 0< ps well as provided in Pncraph 14 hereof), or a well upon which l..c5scc is then engaged in 
continl.lous drilling or rcwotking opcratioos, or (2) the number of..,. .. included in 1 producina pooled unit pur>uanlto TCJ<as Natunll Resources Code S2.1 S I· S2.1S3, 
or (3) such 1!Ja11.Cr or 1csscr number of acra as may then be allocaiCd fot prodOCiion pwposcs to a proratiop unit for each such producing wdl under the rules and 
rc:gulllions of the Railrood Comm.ission ofTcxas, or any SUCCCSSO< agency, or other govcmmcnlal authority having jurisdiction. If • any time after the cffcc:livc dale of 
the pattiaJ termination provisions hcrcor, the applicable field rules arc chan&ed or the well or wells locaiCd thc:n:on an: rc:<:lwified so lhal less acrc:aao is thcrcallu 
allocaiA:d to said well or wells for production pwpoocs, this lease shall thereupon t.crminiiiC as to all ..,.cage not thereafter allocaiA:d to said well 0< wells for produaion 
pwposcs. Notwilbsl-.ding the lamination of this lease as to a p0<1ion of the lands coveted hereby, l..c5scc shall nevertheless continue to have the right of inllfCS$ to and 
egress from the lands still subjecl to this lcasc for all purposes clc:scribcd in PllrliJ1IPh I hereof, lOjiCthcr with cascmcnu and righu-<>f-way for e.Usting roowls, Cllisting 
pipelines and other existing facilities on, ovct and acroos all the lands described in l'lltiiiVaph l hereof ("the rct.aincd lands"), for liCCCSS to and from the retained lands 
and for the g.athcrina or lniRSpottllion of oil, ps and other minerals produced from the retained lands. 

(B) liORJZONT A1.. In the event Ibis lease is in force and cffcc:l two (2) years after the expiration dale of the primaty or exu:ndcd lam il shall 1\inhcr 
tcrminllc as to all depths below 100 feet below the total depth drilled (hereinafter "da:pcr depths") in each well loclled on acn:agc raaincd in Pln8J11lb 16 (A) above, 
unless on or before two (2) y<MS after the primaty or exu:nded lam l..c5scc pays an lllK>Wlt equal to one-half (Ill) of the bonus originally paid as c:onsidctalion for this 
lease (as spccillcd oo paac I hereof). If such amount is paid, this lease shall be in force and cffcc:l as to such da:pcr depths, -.d said lamination shall be delayed for an 
additional period of two (2) 'f'MS -.d so 1ona thcrcallcr as oil or psis produced in paying quantilics from such da:pcr depths oovcrcd by Ibis Jc.sc. 

(C) I.DEN11FlCATION AND FILING. The swfac:c acn:ap: rcWncd hcrcw>dcr as to each well shall, as ncafly as pnctical, be in the form of a square with 
the welllocal<d in the c:cnl<t thereof; or such other ship: as may be _.,.eel by the Commissioner of the Gcncnal Land Offocc. Wilbio thiny (30) clays after partial 
tcrnunalioo of dlis lease as provided herein, l..c5scc shall cxccucc and record a rclcasc or releases containina a SOiisfactory lcaaJ clc:scriptioa of the acrcacc and/or dcplbs 
not rdaincd hcrcundcr. Tbe recorded rclcasc, or a ccrtifocd copy of some, shall be filed in lbc Gcncnl Land Offocc, a<:CllOII*'icd by the min& fcc prcscribcd by lbc 
Gcncnal Land Offocc rules io ciTCCI on the dllc the rclcasc is filed. If l..c5scc fails or refuses to execute -.d record such release or releases willtin ninety (90) clays after 
bein& rcqucoiCd 10 do so by the Gcocral Land OfflCC, then the Commissioner at his sole disc:n:uon may desognatc by wnll<ll insuummt the acn:agc and/or dcplbs to be 
rdcasod bcn:undor aod record such iDsuumcn1 • L<sscc's expense in the COWIIY or counties ,."here the lcmc is locaiCd and in the offocial records of the Gcncnal Land 
Offooc -.d such dcsipjon shall be bindin& upon l..c5scc for all purpooc:s. 

17. OFFSET WEU.S. Ncilbcr the bonus, delay rentals, not royalties paid. or to be paid, under this lease shall rdicvc l..c5scc of his obliplion to prolcct 
the oil -.d ps lmdcr the above><lcsc:ribcd land from bein& drained. Lcsscc, sublcsscc, rca:ivcr or other aacnt in conuol of the lcascd premises shall drill as many wells 
as the facu may justiJY and shall usc appropriate means and drill to a depth ncccssary to prevent undue ~of oil and gas from the leased premises, In addition, if 
otl and/or ps should be produced in commercial q-uics wilbin 1,000 feet of the leased pn:miscs, or in .,y c:asc wbuc the lcascd premises is being dnUncd by 
prodoclion of oil or ps, the Lcsscc, sublcsscc, rca:ivcr or other II&Ctll in conuol of the leased premises shall in JOOd faith begin the drilling of a well or wdls upon the 
lcascd premises wilbin 100 clays after the draining well or wells or the well or wells complcu:d within 1,000 feel of the leased premises SWI producina in commercial 
quantities and shall prosecute such drilling wilb di li&<z>OC. Failure 10 satisfy the slaiUtory offset oblip~.ion may subject Ibis lease and the owner of the soil's aacncy 
righu to forfciwrc. Only upon the dclaminalioa of the Commissioner of the Gcncnal Land OffNX and wilb his wri11<11 approval may the payment of compcnsa10ty 
royally under applicable -uaory paramclCJS satisfY the obliplion 10 drill an offset well or wells required under this p11r1iJ11Ph. 

18. FORCE MAJEURE. II; after a good failb effort, l..c5scc is prevented from complying with any express or implied covenant of th is lcasc, from 
conducting drill ins opcnlions on the leased premises, or from producins oil or ps from the leased premises by reason of war, rebellion, riots, Slrikcs, acts of God, or 
any valid order, rule or rcsuJation of govcmmcnl aulloority, then while so prevented, Lcsscc's obliplion 10 comply with such covenant shall be suspended and l..c5scc 
shall noc be liable for damagt:s for fai lure to comply with such covcnanu; additionally, Ibis lease shall be cxu:nded while Lcsscc is prevented, by any such cause. from 
conduct.in& drillin& and rcwotking opcnolions or from producing oil or gas from the leased premises. However, nothing in this paragntph shall suspend the payment of 
delay rmlals in order 10 maintain this lease in ciTCCI durins the primaly lam in the absence of such drillin3 or rcwotking opcrMions or producOOn of oil or ps. 
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19. WARRANTY CLAUSE. 1llc owner of the soil warranLS and agrccs to defend tide 10 the lcosc:d premises. If the owner of the soil dcfauiLS on paymcniS 
owed on lhc leosc:d premises, then Lcssc:c: may rcdccm the righLS of lhc owner of the soil in the lcosc:d premises by paying any mongagc, IAXCS or olhcr liens on the 
leased pn:miscs. If Lessee makes paymeniS on behalf of the owner of the soil under this paragnop/1, l...c:Mcc may n:cover the cost of these paymcnLS from llle rcnlal and 
roy allies due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entin: undivided surfiiCC eslale in the above desc:ribed 
land. whc:lhcr or not Lcssc:c:'s inla'est is specified hcn:in. then the royalties and n:ntal hcn:in provided 10 be paid to the owncr of the soil shall be paid to him in the 
proportion which his lntcn:st bean 10 the enlin: Wldividcd surface eswc and the royal ties and n:ntll hcn:in provided 10 be paid to the Commissioner or the General 
lAnd Offoce of the Swc of Texas shall be likewise proportionately n:duecd However, befon: Lcssc:c: odjusts the royalty or n:ntal due to the Commissioner of the 
Oeneral Land QITICC, Lcs5cc or bis ltllboriml repn:scn!Mive must submit 10 the Commissioner of lhc Oencral Land OffiCe a wrillal stalement which explains the 
dis=plncy bdwccn the inlt:rCSI purporl<dly leosc:d under !his lease ond the actual iniCRSI owned by the owncr of the soil. Tbc Commissioner of the Gcncnl Land 
Office shall be paid the value of the wllole production allocable 10 any undivided interest not covered by a lease, less the proportionate development and producuon cost 
allocable 10 such undivided intac5t. However, in no event shall the Convnissioner of the Oencralland Offtcc n:ccivc as a royalty on the &JOSS production allocable 10 
the Wldivided intt:rcst not leased., IIROWIIIcss than the value of~xtcenlh (1/16) ofsucll gross production. 

(B) R.EDUCTION OF PA YMEm'S. If, durin& the primary term. a portion of the land ooven:d by !his lease is included wilhin the boundaries of a 
pooled unit thai has been opprovcd by the School Land &.rd ond the owner of the soil in ar:cordariCC with Narural Resoun:cs Code Sections S2.1SI-Sl . IS4, ofif, aa.,y 
time a&r the exporaion of the primary tam or the extended term, this lease coven a lcssa number of acres than the IOta! lmOUilt described hcn:in. paymcnLS thai arc 
mode on a per acre basis hcn:undcr shall be n:duecd ar:cordin& 10 the numbc:t of acres pooled, n:lcascd. sumndcrod, or otherwise scvcrcd, so th• ~ts determined 
on a per acre basis under the tams of this lease durin& the primary tam shall be eakulaa.cd based upon the numbc:t of acres outside the boonllrics of a pooled unit, or, 
if a&r the apU..ion of the primary term. the number of acres octually rcuincd ond coveted by this lease. 

• 

21. USE OF WATER. Lcssc:c: shall have the rightiO usc water produced on said land IICCCSSII}' for openlions under this lease except watct from wells or 
IJNs of lhc owncr of the soil; provided, however, Lcs5cc shall not usc pocable water or water suitable for livestock or irrigllion purposes for waterf1ood operations 
without the prior consent of the owner of the soil 

22. AUTI IORIZ£0 DAMAGES. Lcsscc shall pay the owner of the soil for c1amaaes caused by iLS operaaioos 10 all personal propeny, improvements, 
livestock ond crops on said lwld.. 

n . PIPELINE DEPTH. When requested by the owner of the soil, Lcs5cc shall bury iLS pipelines below plow deplh. 

14. WELL LOCATION LIMIT. No well shall be drilled nearer !han rwo hWldn:d (200) feet 10 any house or bam now on said premises without the wriuen 
consent of the owncr of the soiL 

lS. POLLUTION. In developing this area. Lcsscc shall usc the highest dcgrcc of care and all proper safeguards to pn:vent pollution. Without limitong the 
foregoin&, pollution of c:oastal 'WCI.Iands, naural wala'ways. rivers and impounded wa1er shall be prevented by the usc of conta.inment frocilities sufficiCIIt 10, pn:vent 
spillage, seepage or uound W&ICr contaminaaion. In the event or pollution, Lcs5cc shall usc all means aa its disposaiiO n:cap~Ure all c:sc:apcd hydroeart>ons or other 
pollutant ond shall be responsible for all damage 10 public ..d privlle propcrlic:s. Lcssc:c: shall build ond maintain fences wound its slush, sump, ond dnunagc piLS and 
tank bottcroes so as 10 protee~livestoclt apinsl loss, damage or il\iury. and upon completion or ""-ndonment of any well or wells, Lcs5cc shall fill and level all slush 
piLS ond cellars ond completely clean up the drilling site of allrvbbish thc:rcon. Lcs5cc shalL while conducting operaaioos on the leosc:d pn:mises, keep said pn:miscs ~ 
of allrvbbish. cans. boUJes. paper cups or gar1>agc. and upon completion of operations shall restore the surfiiCC of the land 10 as ncar its ori&inal condition and contours 
as is pr11Cticablc. Tanks ond cquipmcm will be kept painted ..d presentable. 

26. REMOVAL OF EQUIPMENT. Subjec:IIO limiwioos in this pangtaph, Lcs5cc shall have the right iO n:rnove machinery and r1XIures plac:cd by Lcsscc 
on the leased premises, including the rightiO draw and n:rnove casin&, within one hundn:d twenty (120) days after the expirllioo or the tennilllllioo ofthiJ le&1C unless 
the owner of the soil granLS Lcsscc an c:xla'ISion of this 12<Miay period. llowever, Lcs5cc may not n:rnove casing from .,y well capable of producing oil and gas in 
paying quantities. Additionally, Lcsscc may not draw ond n:rnovc casing until after thirty (30) days writLCn notice 10 the Commissioner of the Ocncral Land Office ..d 
10 the owner of the soil. The owner of the soil shall become the owner or any machinery, fiXtures, or casing which are not timely n:movcd by Lcs5cc under the terms or 
this paracraph. 

27. (A) ASSIGNMEI'ITS. Under the conditions contained in this _..m ..d l'rlngnph 29 of this lease, the rights ..d es~a~es of either party to lhis 
lease may be assigned, in whole or in part. ..d the provisions of this lease shall extend 10 and be binding upon their heiiS, dcvisc:cs. lqal repn:scntatives, SUCCC$SOI'S .,d 
assigns. However, a change or division in ownership of the land, rentals, or royalties will noc enlarge the obligaaioos of Lcsscc, diminish the righLS, privileges and 
eswes of Lcsscc. impair the effectiveness of any payment mode by Lcs5cc or impair the eiTcctivcness of any act performed by Lessee:. And no change or division in 
ownership of the land. rentals, or royalties shall bind Lcsscc for any pu!J>OSC until thirty (30) days after the owner of the soil (or his heirs, deviSCC$, legal n:prcsc:nwives 
or assigns) furnishes the Lcsscc with saaisl'aaory writLCn evidence of the eh-.ge in ownership, including the ori&inal m::orded llli.01imenLS of title (of 1 certified copy of 
sucll ori&inal) when the ownership changed because of 1 conveyance. A IOta! or partial assignment of this lease shall, to the exLCnt of the interest assi&JICd, n:licve and 
d~ Lcsscc of all subsequent obligaaioos under this lease. If this lease is assigned in its entin:ty as 10 only part of the acrcaae. the right and option to pay rentals 
shall be opponioned as bdwccn the several ownen t*ably, according 10 the area of c:ocll. ond failure by one or mon: of them 10 pay his share of the rental shall not 
alfca this lcasc oo the pan oftloc land upon wbieh pro raaa r-..bii'C timely paid or t<:ndcrul; however, if the assianor or assi- does not file a cenifM>CI copy of such 
assopunent in the General Land Office befon: the next n:ntal paying dale. the entire lease shall laminale for failun: 10 pay the entin: n:ntal due under Paracraph 3. 
Every assi- shall suc:cccd 10 all rights and be subjCCIIO all obliptions. liabil ities. ond pettalties awed to the Stile by the ori&inal lcsscc or any pnor assig~>CC of the 
lease. indudong .,Y liabilities to lhc Swc for unpaid royalties. 

(8) ASSIGNMENT LIMITATION. Nocwithslandon& any provision in f'ara&nl>h 27(a), of the owncr of the soil ..:quires this lease on whole or in pod 
by assipmc:nt without the prior wnttcn approval of the Commiss1011C1 of the OencrallAnd Offocc. this lease is void as of the time of assianment and the agency power 
of the owncr may be forfciiA:d by the Commissioner. An assipmc:nt will be IJallcd as if it were made 10 the owner of the soil if the assi- is: 

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

(I) a nominee of the owner of the soot; 
(2) a c:o<porllion or subsidiary in which the owncr of the soil is a principal stOCkholder or is an employee of such a corporatoon or subsodoary. 
(3) a partnership in whiclo the owncr of the soil is a partner or is ., employee of such a partnership; 
(4) a principal stocl<holder or employee of the corporaaion which is the owner of the soil; 
(S) a partner or employee in a partnershop whoeh is the owncr of the soil; 

•• • • • • • • • • • 
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(6) a fiducutty for lhc: owner of lhc: soil; including but not limited to a guardilll, lNSlcc, cxccutor, administrator, receiver, or corucrvator·for lhc: 
owner of lhc: soil: or 

(1) a flmoly member oflhc: owner oflhc: soil or related to lhc: owner oflhc: sod by nwria&e. blood. or adoption. 
28. R.El.EASES. Under lhc: eonditions c:onllincd in this~ and P~ 29, Lcssc:c may II lilY lime execute and delivct to the owner of the soil 

and plaa: of record a relc:a5C or releases oovcring any ponion or portions of lhc: lased premises, and thereby surrender this lease IS to sucb ponion or portions, and be 
relieved of all subscqucnl obliplions IS to acn:age sutTa1dcRd. lfllly part of this lease is properly JWTc:ndcrcd, the dd.ay rcnul due uncia this lease sball be reduced by 
lhc: proporticn lhll 'the sum:ndcrcd acn:age bean to lhc: acn:age which was oovcted by this lease immcdilldy prior to sucb surrender; howcvct, such release will not 
relieve Lcssc:c ohny l&.bilities which may have accrued under this lease prior to the surrender ofsuch acn:aae. 

29. FlUNO OF ASSIGNMENTS AND R.El.EASES. If all or any part of this lease is assisnccJ or rcJcascd, such assignmc:nl or rcJcasc must be recorded 
in lhc: ooun1y where the lind is situalcd, and the recorded inSIJwncnt or a oopy of the recorded instrument Octtifled by the County Cleric of lhc: OOWIIy in which the 
insuumcnt is recorded, mus1 be filed in the OcnenJ Land Offoce within 90 days of lhc: last execution date accompanied by lhc: presctibcd filing fcc. If lilY such 
assignment is noc so filc:d.lhc: rigbiS acquired under this lease sball be subject to forfciwrc 11 the option of the Commissioner of the OcnenJ Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to lhc: lease of lhc: abovc-dc:scribcd land have been included in this insuumc:nt including lhc: 
sl.llemall of the true OOMidcnlion 10 be paid for the acc:ution of this lease and the rights and clutlc:s of the parties. Any collatcral 181"fflC'lts oonocming the 
development of oil1nd ps from the lased premises which are not contained in this lease render this lease invalid. 

31. flDUCIAR Y DlTfY. The owner oflhc: soil owes lhc: Sw.c: a f«<uciary duty and must fully disclose any CICIS affccting the Sw.c:'s in&ucst in lhc: leased 
premises. When the intctau of lhc: owner of lhc: soil c:onOic:l with those of the State, lhc: owner of the soil is obligated 10 pu1 the Stile's intctau before his pcnooal 
inwests. 

32. FORFEITURE. If Lcssc:c shall fail or refuse to make the paymcot of any sum within thiny days aJkt it bc:oomc:s due, or if Lcssc:c or on IUihoriwl 
agent should knowin&Jy make any false return or false rq>ort oonccming prodoc:lion or drillin& or if Lcssc:c sbaJI fail or rciUsc to driU any offsc:l well or wells in good 
faith IS required by law and the rules and rqulatiofts adoplcd by the Commissionct of the OcnenJ Land orr .... or if Lcssc:c should Cail to folc: reportS in the monncr 
required by law or fail to comply with rules and regulations promulgated by the OcnenJ Land Office. lhc: School Land a-d, or the Railroad Commission. or if Lcssc:c 
should rcfu:sc the proper l&&bcrily KCCSS to the records pcnainina to operations, or if Lcssc:c or an authorUcd agcn1 should knowingly fail or refuse to give corrcct 
informllion to the proper l&&bcrily, or lalowin&Jy Cai1 Of refuse to furnish the Gcncral Land orroce a corrcct lo& of lilY well, or if Lcssc:c sbaJl lalowin&Jy viol~~e any of 
the malaiaJ provisions of this lease, or if this lease is assigned and the assignmc:n1 is noc filed in the OcnenJ Land orr ... IS required by law, the rights acquired under 
this lease shall be subject 10 forfci!W'e by the Commissionct, and he shall forfeit same when suff~eicnlly informed of the flc:IS .. bid! authoriz.c a forfcit~n, and when 
Corfcitcd tbc arta sball apin be sub)CCito lease under !be terms of the Rclinquisbmc:na Act. llowcvct, nothing herein sball be ooostrucd IS waiving the automatic 
tcrminaion' of this lease by opcntion of law or by reason of any special limitation arising bc:rcunclct. Forfeitures may be SCIISide and this lease and all righl$ thctcundcr 
rcinstlled before the rights of ..OO.C. intervene upon ..Uflc:IOty cvidmcc to the Commissionct of the OcnenJ Land orrHX of futw<: compliance with the provisions of 
the law and of this lease and lhc: rules and regulations that may be adoplcd relative hcn:to. 

33. U EN. In ac:cordancc with Texas Narural Resources Code Sl.J36, lhc: Sw.c: shall have a for>t licn upon all oil and gas produced from the area covered 
by this lease to secure payment of al l unpaid royalty llld Olhct swns of money that may bccornc due under this lease. By acceptance of this lc:asc. Lcsscc grants the 
Stile, in addition to the lien provodcd by Texas NatW'Il Rc:sowccs Code S2.136 and any Olhct applicable stllutory lien, an express oontnletual lien on and security 
intcn:st in all lased mincnls in and cxuacud from lhc: leased prcntises, all proceeds which may accrue to Lcssc:c from lhc: sale of such leased mincntls, whether such 
prooccds arc bcJd by Lcssc:c or by a third party, and all fixtures on and improvcmcots to the lased premises used in oonncction with the prodoc:lion or processing of 
such lased mincnls ia ordct to secure the payment of all royaltlc:s or Olhct amounts due or to bccornc due under this lease and 10 secure payment of any clarna&a or 
Joss lhlll.cs$or may suffct by reason of Lcssc:cs breach of any oovcnant or eondilion of this 1c:asc. whether cxprc:ss or implied. This lien and security intcrcst may be 
fon:c:loscd with or withoul court procccdinp in the manner provided in the Title I, Chapta 9 of the Texas Business and Commc:rcc Code. Lcssc:c qrcc:s that the 
Commissionct may require Lcssc:c 10 cxccutc and record such insarum<nts IS may be reasonably I'ICCCSSity to aclcnowledgc. lllSICh or pafcct this lien. Lcssc:c hcteby 
rcp<aeniS lhll there ore oo prior or superior liens arising from and rclati>g to Lc:sscc's activities upon the abovc-dc:scribcd propc:ny or from Lcsscc:'s acquisition of this 
lease. Should the Commissioner at any lime determine that this rcprcsc:ntalion is nottnoc:, then the Commissioner may declare this lease forfeited as provided herein. 

l4. POOUNO. 1..ascc: os bcrcby paniCd the righlto pool or unitize !be royalty int=s~ of the o,.TIU of the soil under this lease with any other leasehold 
or minaal inlcn:st for the aplonlion, dcvdopmmt and produc:lion of oil or ps or cithct ofthctn upon the SlmC tt:rms IS shall"'<. 11ppr0vcd by the School Land Board 
and the Commissionct of the Gc:nc:raJ Land OITHX for the pooling or uoi!Wng of the ant=s~ of the Stile under this lease pursuant to Texas Narural Rc:soun:a Code 
Sl.lSI-Sl.lS3. The ownct of the sod ll(lrCCSlhll the inclusion of this provision in this lease wisfics the execution requirements sw.c:d in Texas Narural Resources Code 
Sl.lSl. 

3S. INDEMNrrY. Lcssc:c hctcby rclcascs and discharges the State of Texas aEd the owner of the soil, their offoccn, ctnployccs, partnctS, a&ents. 
c:onlr1ICIOB, subcoolnlc:lon, cucsts. Invitees, llld their rc:spcctivc succc:ssors and assigns, of and from all and any actions and causes of action of every DllllUC, or othct 
harm, including environmental harm, for IOilich recovery of damages is sough~ including, but not limited to, all losses llld cxpcnscs which arc c:ausc:d by the activitlc:s 
of Lcssc:c, its officcn, ctnployccs, and agents arising out of, incidental to, or resulting from, the operations of or for Lcssc:c on the leased prcmisc:s hcreuodcr, or that 
may arise out of or be occasioned by Lcssc:c's breach of lily of the ICmiS or provisions of this Agrccmcn~ or by any Olhct negligent or strictly liable 1c:1 or emission of 
Lcssc:c. Furthct, Lcssc:c hereby agrees to be liable for, exoncntc, indemnify, defend and hold harmless lhc: State of TexiS and the owr~Cr or the soil, their officers, 
employees and a&ents, their $IICCC$SOI$ or assigns, againsl any and all claims, liabilities, losses, damages, actions, personal injOty (including death), oosts and cxpcnscs, 
or Olhct harm for which rcoovc:ry of damages is sought uncia any theory including ton, oontrac:1, or strict liability, including II10niC)'S' fees and Olhct JqaJ cxpcnsc:s, 
including tbosc rcllled to environmental huatds, on the leased prcmises or in lilY way related 10 Lcsscc:'s failure to oontply with any llld all environmental laws; those 
arisins from or in any way rcJaud to Lcssc:c's operations or any Olhct of Lcsscc:'s activities on the leased premises; tbosc arising from Lcsscc:'s usc of the surUcc: of the 
Jcascd prcmisc:s; and those lhll .may lrise out of or be oc:casioncd by Lcssc:c's breach of lilY of the tt:rms Of provisions of this Ap'ccmcnt or ony Olhct 1c:1 or omission of 
Lcssc:c, its clircclors, olfoocn, anp1oyccs, partDCn, ..,u. c:onlrlc:llln, subc:ontrac:lor guc::su. invttocs, and theit rc:spcctivc suc:cx:sson and assipos. Eacb assipcc of this 
Agrccmcnl, or on intcrc:st therein, qrcc:s to be liable for, exoncratc, indctMify, defend and hold harmless lhc: State of Texas and the ownc:r of lhc: soi~ their officers, 
employees. and agents in the..,.. mannct provided above in oonncction with the activities of Lcssc:c. its officcn, employees, and as=ts IS dc:scribcd above. EXCEf'T 
AS OTllERWISE t:XI'RESSLY LIMITED li£Jl£1N, ALL Of lliE lNDEMJiiriY OBUCATIONS AND\OR LIABU.fTU:S ASSUMED UNDEit lliE 
TERMS Of TIUS ACilUMDIT SHALL II£ WmtOUT LIMITS AND WmJOlTT llECARD TO TilE CAUSE OR CAUS£5 Tiu:JtOOf I EXCLUDING 
PR£.t:XJSTlNC CONDITIONS). STRJcr LIABILriY, OR Til£ NEGLIGENCE Of ANY PARTY OR PAftTU:S (INCLUDING Til E NEGLIGENCE Of 
Til E INDEMJiiUl£0 PAJlTV). Wllt:nU:R SUCJt NEGLIGENCE 8 £ SOU:. JOINT, CONCURil£/'IT, ACfiVE, OR PASSIVE. 

• •• • • • • • •• • • • • • 
• • • • • • 
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36. ENVfRONMEI'ITAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards 10 prevent conlamination or pollution 
of any environmental medium, including soil, surface walers, groundwater, sediments, and surface or subsurface stnllA, ambient air or any olher 
envitonmenlal medium in, on, or under, the leased premises, by any wasle, pollulanl, or conlaminanl. Lessee shall no! bring or permit to remain on lhe leased 
prcmi!ICS any asbestos con1aining materials, explosives, !Oxic materials, or substances regulated as haurdous wastes, hazardous materials, hazardous 
subslanccs (as the term "Hazardous Substance" is defined in the Comprehensive Envi.ronmental Response, Compensation and Liability Act (CERCLA), 42 
U.S.C. Sections 9601, ct seq.), or !Oxic subslana:s under any federal, slale, or local law or regulation ("ttaz.ardous Matcrials"), except ordinary products 
commonly used in connection wilh oil and gas exploration and development operations and stored in the usual manner and quantities. LESSEE'S 
VIOLATION OF THE FOREGOING PROffiBITION SHALL CONSTinJfE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL li'IDEMNIFV, IIOLO IIARMLESS ANO DEFEND Ti lE STATE OF TEXAS AND TIJE OWNER OF Til E SOIL FROM AND 
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSEO BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROmBITION OR (11) TilE 
PRESENCE. RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER. OR ABOUT 11(£ LEASED PREMISES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SUALL CLEAN UP, REMOVE, REMEDY AND REPAJR 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY IIAl.AJWOUS 
MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF TilE LEASED PREMISES IN 
CONFORMANCE WITII THE REQUIREMENTS OF APPLICABLE LAW. TillS INDEMNIF1CATION AND ASSUMPTION SIIALL APPLY, 
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY Onn:R 
ENVIRONMENTAL LAw OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE TilE STATE OF TEXAS AND Til£ OWNER OF THE 
SOIL WRl1TEN NOTICE OF A.NY BREACH OR SUSPECTED BREACH OF TIJJS PARAGRAPH, UPON LEARNING OF 111£ PRESENCE 
OF ANY li.A.ZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO 
RAZARDOUS MATERIALS WIUCH MAY AFFECT TilE LEASED PREMISES. TilE OBUGATIONS OF LESSEE HEREUN DER SliALL 
SURVIVE THE EXPIRATION OR EARUER TERMJNA TION, FOR ANY REASON, OF TIUS AGREEMENT. 

37. APPUCABLE LAW. This lease is issued under the provisions ofTexas Naturti Resources Code 52.171 through 52.190, commonly known as 
the Relinquishment Ael, and olher applicable sta!Ules and amendments !hereto, and if any provision in !his lease docs Dol conform 10 these slalulcs, the 
staiUles will prevail over 111y nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and aclcnowledged by the Lessee before it is filed of record in lhe county records and in 
the General Land Office of the Slate ofTexas. Once the fil ing requirements found in Paragraph 39 of !his lease have been satisfied, the effective date of !his 
lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, !his lease must be filed of record io lhc office of lhe 
County Cleric in any county i.n w!Uch all or any part or the leased premises is located, and certified copies theTcof must be filed in the General Land Office. 
This lease is Dol effective Wlli l a oertified copy of this lease (which is made and oertified by the County Cleric from his records) is filed in the General Land Of 
lice in accordance with Texas NlllUnll Resources Code 52. 1&3. Addilionally, lhis lease shall Dol be binding upon the Slate unless il recites the actual and true 
consideration paid or promised for execution or !his lease. The bonus due lhe Stale and the prescribed filing fcc shall accompany such certified copy 10 lhe 
General Land Office. 

• 

40. Rtntals in the BmOWll or $480.00 for yean two and lhree of this lease have been prepaid. One half(~) of !his amount has been paid 10 lhc 
Lessor and one half(~) has been paid lO the Slate of Texas. Rtntal for the founh year in the amount of $48,240.00 has Dol been paid and if the (ounh year 
renla.l is Dol paid then !his lease: will expire. One half (~) of the founh year renal will be paid to the Lessor and one half(~) will be paid 10 the Slate of 
Texas. Rental for the fifth year is included in the founh year renlal and if the~ year renlal is paid !hen no additional rentals are due under this lease. 

L 

BY: William A. Chalfant 

TITI..E: President 

DATE:. ___ --fl /..:.;15'~/ 0'-"5'---------- I 

~0~~~ 
BY: Dale B. Hardeman 

•• ••• •• • • • 

RAGARZA 
Nolary Public 
SlllaofT-

Ny Commluion ~ 
June13, 2008 
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STATE OF 

COUNTY OF ~W'-'-k=:k-"""'----
Before me, the undersigned authority, on this day personally appeared Dale B. Hardeman. duline in his sole end 

seoar11lt proDtrty, known 10 me 10 be the persons whose names arc subscribed 10 the foregoing instrument, and acknowledged 
10 me thai they exeeoled the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the / 3~..1 day of 'j).J (fc , 200S. 

•• ••• • • • •• • • • • • • • • • 

•• • • • • • • • • • 

Nolary Public in and for 

My Commission expires: __..k:...·.L/ .... 3"--· ,.0:....:0=--
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STATE OF TEXAS 

COUNTY OF MlDLAND 

Before me, the undersigned authority, on this day personally appeared William A. C halfant, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President of 
C halfant Properties, Inc. and acknowledged to me that he executed the same fo r the purposes and 
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Giv-=tT, under my hand and seal of o ffice th is the 
'::JJ!LY • 2oos. 

JUDITH K. WILLIAMS 
t.IY COWMISSIOH EXPIRES 

February 7, 2009 

15\h day of 

.. _ ·-

- ----·-- - --· - ---

•• • 
~ •• • ••• 

<MY r'flllVISlh:< ll(~l 'N '.,.' •• • I ·~ i''l Y.l l. RtNUt.. 
flll USl P1 " ! ,, :.; . · ·r ·; ; .. ' .>!.CAUS£ ~ COtDt 

Fil.E 110. 3959 
()QRI.Cl i:>";',Al·l !•,,. ~ · . · ··:!. • •! • I•I)(RifOU .t.l. 
l.A'II 

LU - DAY OF SEPTEMBER A. D. 2005 11:00 A . M. Dm~Ym roJtRDu:m~otr .m. _ _ ~...!...7-"'TB=-__ DAY o r __ -=S-=EP=-=T-=EMB=-=E:..:.R:..._ __ A. D. 2005 10:11 A.M. 

BY ·~® 1tlJJ , DKPUTY Dl.AIIME 0. FLOREZ , COUNTY CLKn 
R.KEVKS COUNTY , TEXAS 

• •• 
• • • • • •• • • • • • • • • • • • 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg IS a full . true and correct photographiC copy of the 
ongmal record now 1n my lawful custody and possess1on. as the same 1s 
fllec!lrecorded 1n the publiC records of my ~e... fQ141i !p VQh,..l ll _ 
PAGE ...QQ._ THRU 7 4 UH' lCRitt!OfiligLIC 

~"r'i'fJ"· t herebycen1fledon SEPT . 9 2005 
"'"''"'""<. ~ "'f.',, -- --

{tfg'••:;" ~~ DIANNE 0 . FLORE_k,~NTY CLERK 
;. · j REEVES COUNTY, T 

.._t., ~ ~: 'iA.(Q ,(') I D . 
~,,-' Bu r~ c:PUTY 
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FILE# 3961 

General Land Office 
Relinquishment Act Lease Form 
Revised. September 1997 

TillS AGREEMENT is made and cntcn:d into this 8tb day of July, 2005, between the Sta1e of Texas, acting by and through its agent, Mrs. 
Patric.k Brow•i•c fka Sally Rcbetta Read, dcali-& i• ber JOie ••d separate property of 13111 Trial Driver, Autia, TX 73737 said agent herein 
ref<TT'Od 10 as the owner o f the soil (whether one or more), and CHA LFANT PROPERTIES, INC., of PO BOX 3123, Midland. Texas 79702 hereinafter 

called Lessee. 

I. GRANTING CLAUSE. For and in considcralion of the amounts siAicd below and of the covenants and agreements to be paid, kept and 

performed by Lessee under this lease, the State ofTexas, acting by and through the owner of the soil, hereby grants, leases and lel3 WliO Lcsscc, 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 ~tructures lhcrcon, 10 produce, save, take can: of, ln:llt and ll<llUport said produCts of the lease, the following lands situated in 

REEVES .. d CULBERSON County, State ofTexas, to-wit: 

All of Section 3, Block 4S, Public School Lond Survey 

containing 640.0 acres, mon: or less. The bonus consideration paid for this lease is as follows: 

To the State ofTexas: Twenty-four Thousand One Hundr¢ Sixty & 00/100 

Dollars (S 24 160 00\ 

To the owner of the soil: Twroty-Fouc Thousand One IIWldred Sixty & 001100 
Dollars (S 24,16Q.OO) 

Total bonus consideration: FO!ty-Eight Thousand Three: Hundre4 TwentY & 00/100 
Dollars (S 4 8 320.00\ 

The IOI.aJ bonus consideration paid represents a bonus of Tbru n .. drcd Two Dollars ($302.00) per acre, on 160.0 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of~ 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 tc:rm "produced in paying quantities" means that the rcccipts from the sale or other aulhoriud commercial usc of the substancc(s) 
covcn:d exceed OUI of pocket operational expenses for the six months lasl past. • 

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one ( I) 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 10 his credit in 

the .. TillS IS A PAIIrUP LEASE· SEE PARAGRAPH 40 .. Bank, at~ or its successors (which shall continue as the depository regardless of 
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender 10 the COMMISSIONER OF TilE GENERAL 
LAND OFFlCE 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 ( I) year from said date. Payments under this paragraph shall be in the 

following amoWlts: 

To the owner of the soil: 
Dollars($ ____________ __, 

To the State ofTexas: 
Dollars($ ___________ __, 

Total Rental: 
Dollars($ ___________ __, 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one ( I) year 
each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of 

this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, 
suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for 
fail w-e to make such payments or tcndcn of rental until thiny (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument 
naming another bank as agentiO rcccive such payments or tenders . 

•• • •• ••• • • • • • • • • • • • •• • •• •• • • • • • • • • • • • • • • •• • • ••• • • • • 
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' ' 4. PRODUCTION ROYALTIES Upon production of oil and/or gas. It>.«< agn:es to p•y or cause to be paid one-half(ln) of the myally 

provided for in this lease: to the Commissioner of the General Land OOice of the State of I cxas. a1 Austin' Texas, and one-half (In) of such royally to the 
owner of the: soil: 

(A) OIL Royalty payable on oil, whoch os defined IS oncluding all hydrocart>ons produced on 1 liquid form 01 the mouth of the well and also as all 
c:ondcnsate, distillate, and other liquid hydrocart>ons recovered (rom oil or gas run through I separator or other equipmen~ as hereinafter provided. shall be 
1/Sth pan 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 Office. such value to be detcnnined by I ) the highest posted price. plus premium. if any, offcrod or paid fO< oil, condensate, distillate, or other 
liquid hydroc:asOOns, respectively, of 1 like type and ~vity in tflc: general area where producod and when run, or 2) the highest marltet price then:of offered or 
paid in the general area where p<Oducod and when run, or)) the gross proceeds of the sale then:of, whichever is the greater. Lc:ssa: •&I"CS thai 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 royally own= through an adequate oil and gas 
scpatator of conventional type, or other equipment at least as effieien~ so that all liquid hydrocart>ons n:covc:roble from the gas by such means will be 
rccovc:rod. 11lc requirement that such gas be run through 1 sepantor or other equipment may be waived in writing by the royally owners upon such terms and 
conditions as 1 hey prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including Oll'od gas). which is defined IS all hydrocarbons and gaseous subslancc:s not defined 
as oil in subparagnph (A) above, produced from any well on said land (except as provided herein with rcspct:t to gas processed in a plant for the e.l(traelion of 
gasoline, liquid hydrocarbons or other producu) shall be 1/SJ/t pan of the gross produelion Of the marltet value lhc:rcof, It the 
option of the: owner of the soil Of the Commissoonc:r of the c.c:ncn1 Land Office, such value to be based on the hoghesl marltet price paid or offered fO< gas of 
compar.t>le quality in the genc:nl arco when: produced and when run. or the gross price paid or offc:rod to the produotr, whid>evc:r is the greater. provided thai 
the maximum pn:ssurc base in measuring the gas under this lease shall notal any time exceod I4.6S pounds pc:r square inch absolute, and the standard base 
tcrnpcnlurc shall be sixty (60) dcp= Fahrcnhc:i~ c:orn:<:tion to be made for pn:ssurc 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 beong used by lhc industry at the time of testing. 

(C) PROCESSED GAS. Royally on any gas proccssod in a gasolone plant Of olhcr plant for the recovery of gasoline or other liquid hydrocart>ons 
shall be 1/SJ/t pari of the residue gas and lhc loquid hydrocwt>ons extnoaed Of the marltet value lhcrcof, 01 the option of the 
owner of lhc soil or the Commissioner of the Gencnl Land Office. All royalties due herein shall be based on one hundred pc:rccnl (I 00"~) of lhc total plant 
prodUCiion of residue gas auributable to gas produced from this lc:asc, and on lilly pc:rccnt (SO"/o). or thai pc:rccntlCO\Iing to Lessee, whichever is the greater, 
of the total pi- production of liquid hydrocarbons aaributable to the gas produced from this lease; provided that if liquid hydroc:art>uns arc rccovc:rod from 
gas procc:ssod in a plant in which Lc:ssa: (or its parcn~ subsidiary or affiliate) owns an in teres~ then the percentage a~plicable to liquid hydrocartx>ns shall be 
fifty pcrccnL (SO'Yo) or the highest pcrccnL eccruong to a third party processing gas through such plant under a procc:ssong agJUmCnl negotiated ll ann's length 
(or iflhcrc is no such third pony, the highest pc:o;cntlhcn being spc:cifood in processing ogrcc:mcnts Of contniCI.S in the indusuy), whic:hcvcr is the grcatcr. The 
respecuvc royalties on residue gas and on loquid hydrocarbons shall be dc:Lc:rminod by I) the highest marltet price paid or offc:rod for any gas (or liquid 
hydroc:albons) of comparable quality in the gencnl area, Of 2) the gross price paid or offc:rod for such residue gas (or the weighted avc:rage gross selling pric.: 
for the respective grades ofliquid hydrocarbons), whichever is the grcalc'l' In no event, however, shall the royalties payable under this pbr11gl'llph be less than 
the royalties which would have been due had the gas not been proccssod. 

(D) OTitER PRODUCTS. Royalty on carbon blodt., sulphur or ony other products produced or ....,...flel\nld from gas (exccpling liquid 
hydrocarbons) whelhcr said gas be "casinghead," "dry", or any other gas, by ITac:lionating. burning or any other processing shall be 1/SJ/t 
pari of lhc gross production of such productS, or the marltet value lhcrcof, 01 the option of the owner of the soil Of the Commissioner of the General Land 
Office, such marltet value to be dctcnnined as follows: I) on the basis of the highest marltet price of each product fO< the same month in which such product is 
produced, or 2) on the basis of the avc:ragc gross sole price of each produCI for the same month in which such products arc produced, whichever is the greater. 

S. MINIMUM ROYALTY. Durin& ony year after the expiration of the primlt)' term of this lease, if this leaosc is maintained by production, !he 
royalties paid Wldc:r this lease in no event shall be less than an amount equal to the lOlii annual delay rental herein provided; olhc:twise, lhcrc shall be doe and 
par able on or befon: the last day of the month succa:ding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties 
p11d during the prceoding year. If Paragnph 3 of this lease: does not specify a delay rental llmOWll then for the purposes of th is paragn1pt., the delay rental 
amount shall be one dollar (S 1.00) per acre. 

6. ROYAL TV fN KfND. Notwithstanding any other provision in this lease, 11 any lime Of from time to time, the owner of the soil .,.. the 
Commissioner of the General Land Office moy, 11 the option of either, upon not less than si><ly (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner wulcr this lease be mode 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 negote the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's 
obligations, whclhc:r expn:ss or implied. under this lease:. 

1. NO DEDUCTIONS. Lc:ssa: a&~"C5 thai all royalties IICa'Uong under this lease (including those: paid in kind) shall be withoul dodUCiion for the 
cost of P<Oducing. galhc:ring. storing. ~ing. uuting. dehydrating. compn:ssing. processing. transporting. and otherwise mAking the oil, gas and other 
p<Oducts hcrcuodc:r ready fO< sole or usc. Lc:ssa: 88I"CS to compute and pay royalties on lhc gross value: received. including any reimbw'Scmc:nts fO< severance 
taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may rcprcsc:ntthis lease's proponionate shan: of any fuel 
used lO process gas produood hcrcuodc:r in any processing planL. Nocwilhstanding any other provision of this leaosc, and subject to the written oonscnt of lhc 
owner of lhc soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift JlWl'OSCS on the leased premises or for injection into 
any oil or gas producing formation w>dc:rlying the leased premises after lhc liquod hydrocarbons contained in the gas have been removed; no royalties shall be 
poyable on lhc recycled gas until it is produced and sold or used by Lc:ssa: in 1 manner which entitles the royalty owncn to a royalty under this lease 

9. ROYAL TV PAYMENTS AND REPORTS All royaltoc::~ not taken on ldnd shall be paid to the Commissioner of the Coc:roc:ral Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on p<Oduction of oil and gas shall be IS provided in lhc rules set forth in the Texas Register. Rules currently provide that 
royalty on o;1 is due and must be received in the General Land Office on Of before lhc Slh day of the second month succa:ding the month of production. and 
royalty on gas is due and must be received in the Gencnl Land Office on or before the I Sth day of the second month succeoding the month o f production, 
accompanied by lhc affidavit of the owner, manager or other authorized agen~ completed in the form and manner prescribed by the General Land Office and 
showing the gross amount and disposition of all oil and gas p<Oducod and the marltet val oe of the oil and gas, together with a copy of all documents. records 
or reportS conforming the gross p<Oduelion. disposition · 

•• • • • • • • • •• • • • • • • ••• • 
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' :and nwl<ct value onchJding ps mclct rcadong$., popclinc rcccopiS, gas hnc •=•PIS and Olher check< or memoranda of amoun1 produced and pul onlo popchncs. 1anu. or 
pooiJ and ps Iones or gas •oonge. and any othu reporu or rccordo which lhe General Land Office moy require 10 verify lhc IVDn producloon. dosposlllon and nwl<ct 
volue. In Ill CISCS lhc oulhority of 1 manager or ogen110 0<:1 for lhc Lessee herein musl be filed m lhc Gener11l Land Office Each royohy poymcnl shill be occomponied 
by a ehcdt stub, schedule, summary or olhcr reminancc odvicc shoWing by lhc usigncd General Land Office lease number lhe omoun1 or royolly beong paid on CICh 
lease. If Lcsscc pays his royolty on or before lluny (30) days ollu lhc royalty paymcnl was due, !hen Lcsscc owes 1 pcnolty of 5% on lhc royolty or S:U 00. whid>evu 
" vwu A royalty paymcn1 ,.hoch IS over lllony (30) doys llle shiiiOCCNC 1 pcnolty of 10".1. of lhc royolly due or ns 00 ,.1uchevcr os IVCIICI In oddotlon 10 1 pcnolty. 
royolllcs shill ICCtUC onlcrcst 11 1 ..oe of 12% pc1 }car. such onlercsl woll begin oc:crumg "'hen lhc royohy is soxty (60) days overdue AffidovoiS and supponmg 
doc-umcnu which arc not filed when due shill •ncur 1 pcnaJry tn an amount sci by 1hc (icnc:ral land Office admimslnttvc rule whtch IS dTccuvc on ,he date when the 
offidlvoiS or supponong documents were due The Lcsscc shill bear all rcsporasoboloty for poyong or cousong royallocs 10 be piJd as prcscrobcd by lhc due dllc provoded 
hereon Poymcnl or lhc delinquency pcnolty shill on no -y opcnle 10 prohobotlhc Swc's n&lll or forfeilurc .. prOVIded by low nor ICI 10 postpOne lhc date on whoch 
royol1ocs were ongonolly due. The above pcnolty proVISionS shill nolopply on cases of lldc dospule as 10 lhc Sllle's ponion oflhe royolly or 10 tho! pon1on oflhc royalty 
on dispute as 10 foir nwl<ct volue 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS Lcsscc shill annuolly furnish llle Commissioner oflhc General Land Office willl its best 
ponoble cstimotc of oil and ps rcsctYCS underlying Ill is lease or Illocable 10 lhis lease and shill furnish soid Commissioner wilh copies of Ill corotnociS under which ps 
os oold or proccsscd and Ill subscquenl ogrccmcniS and amcndrnc:niS 10 such conlriiCIS wolhon lhiny (30) dlys oller cn1cnng inlo or moking such conlriiCIS, ogrccmcnas or 
omc:ndmcnas Such conlriiCIS ond ogrccrncnos when rcccovcd by lhc General Land Office shill be held in confidence by lhc Gcncrol Land Office unless otherwise 
aulhoriu:d by Lessee. All othu conlnCU ond rccordo pertaining 10 lhc production. 111nsponauon. sole and nwl<cting of lhc oil and gas produced on s11d premises, 
including lhc books ond occounas. rcccipos and disdlargcs of Ill wells. lanks, pools, rncu:rs. and pipelines shill II Ill limes be subjccl1o inspcc1ion ond euminllion by 
lhc Cornmissioncr oflhc Oc:ncnl Land Office,lhc Anorncy Gcncral,lhc Governor, or lhc reprcscnwove of any of !hem 

(B) PERMITS, DRILLING RECORDS Wnltcn noloce of Ill opcnloons on IIIIS lease shill be submmed 10 lhc Cornmossioncr of lhc Gcncral Land 
Offocc by Lcsscc or opcn1or live (S) doys before spud dote. worlcover, re<nlly, tcmponory lbandonmcnl or plug and obandonmcnl of any well or wells. Such wrinao 
notocc 10 lhc Gcncral LaneS Office: shill include copies of Roilrood Commission forms for opplie11ion 10 drill. Copies of well ICSIS, cornplelion reports and pluggong 
rcpons shill be S<~pplicd 10 lhc Gcncral Land Offocc: II !he ume !hey ore filed wolh lhc TCJCIS Roolro.d Commission. Allopplicolions, pcnniiS. ~ports or other filinp IIIII 
refcrmcc: lhos lc:asc or any spccolic well on lhc leased premascs and lhll ore submoncd 10 lhc TCllas R11lrood Commission or ony other govcmmcnlll ogcncy shill 
oncludc lhc word ·s~a~e· on lhc 1111e Addouonolly, in accordoncc wilh Raolro.d Cornmossoon rules, any Sll!Jloge on lhc leased prcmoscs for lhc purpose or idcnlll')'ing 
wells. Lank blltcrocs or other assocollcd omprovemeniS 10 lhc lond musl also include lhe word "SI&Ie • Lessee shill supply lhe General Land Office: wilh any recordo. 
memoranda, ICCOURIS, rcporu, cunongs and cores, or other onformalion relaoive 10 lhc opcr1111on or lhc lbove-<Sescribcd premises, whoch moy be requcsled by lhc 
Gcncral Land Office, in oddition 10 those hereon Cllprcssly provided for Lessee shill have an clCCIIlcol ondlor rodioacuvity survey made on lhc bore· hole scctoon, f'rom 
lhe base or lhc surface casing 10 lhc lOIII clcplh of well, or Ill wells dnlled on lhc lbove described premises and shill ~nr~Smil • IJ\IC copy of lhc los of CICh survey on 
each well10 lhc Gcncrol Land Office wolhin fifteen (IS) dlys oller lhc muong of saod survey 

(C) PENAL TIES Lessee shoJI oncur 1 pcnolty whenever reports, documcniS or other mllcnols ore not filed on lhc General Land Office when due. 11lc 
pcnol!y for lite filing shill be SCI by lhc Gcncral Land Office: odminiSitallve rule whoch os efTCCiove on lhc dlle when lhc mllcriols were due on lhc Gcncral Land Office. 

II DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM If, dunng lhc pnmory tcnn her<Of and pnor 10 discovery and 
produe1ion of oil or gas on sold land, Lcsscc should drill • dry hole or holes !hereon, or of durong lhc pnmory lmn hereof and otler lhc doscovcry ond ocruol produc11on 
of orl or ps rrorn lhc leased premoses such production lhc:n:of should cease f'rom any cousc, lllos lease shill no11cnnon11C of on or before lhc cxpir1111on of sutty (60) dlys 
f'rom dole of cornplcUon of sold dry hole or CCSSIIion of production Lcsscc cornmcnccs oddolionol dnlling or rcwor1ung opcnlions lhcnon, or peys or laldcn lhc next 
1Muol delay rcnlol in lhc some: monncr IS provodcd m lhiS lease. If, dunn& lhc last Y"* of lhc pnmary lmn or wolllin sixty (60) dlys prior lhcrdo, 1 dry hole be 
oornplded and obandoncd, or lhc production of oil or gas should cease for any cousc, Lcsscc's rights shill rcmoin in full force 111d effect wilhout funhcr opcr111ioras unlil 
lhc Cllpirllion of lhc primuy ocrm; and if Lessee has not resumed production in paying quontitics 11 lhc expirllion of lhc primary term, Lcsscc may mointain lhis lease 
by conducting additional drilling or rcwor1ung operations pursuaniiD POr1l&rllllh I 3, usong lhc cxpinotion or lhc primary ocrm as lhc dlk of C<:SSilion of production under 
PIRCTIIJII 13. Should lhc lirsl well or any subscqucnl well drilled on lhc obove dcscrobcd land be oornplcled as 1 shuHn ool or ps well willlin lhc pnmary 1erm hereof, 
Lessee may resume paymenl of lilt Annuli rental in the some monncr as provided herein on or before lhc rcnlll paying dlle following lhc Cllpirlllion of sixty (60) days 
from lhc dlle of cornpleoion of such shul·in oil or gas well and upon lhc foilurc 10 mike such paymcn~ lhis lease shill ipso fiCio 1cnnin11e. If 11 lhc cxpir111ion of lhc 
pnmory lmn or any lime thcrcollu 1 shuo-in oil or gas well is loc:llcd on lhc lcoscd premises. payments may be made on occordoncc willl lhc shuo-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, 111hc expinouon of lhc pnmary 1crm, ncolhcr ool nor gas os beong 
produced on sold land. bu1 Lcsscc IS !hen cngogcd on drilling or rewor1<ong opcnooons lhcn>on, lhis lc:asc shill remoin on force so long IS opcnlions on soid well or for 
dnlling or rcworlcing of any oddolionll well ore prosecuted in good foilh ond in worlcmanlike monncr wilhoul intcmlpllonS lo<aling more lhan sixty (60) doys during any 
one such opcniJorl, ond if !hey rcsull in lhc producsion of oil and/or ps, so long lhcrcltla os orl wod/or gas is produced in payinc quantities f'rom Slid land. or po~ymc:n1 
or shul·on oil or ps well royolncs or cornpcns11ory royol1ocs IS mode as provodcd on !hiS lease 

13. CESSATION. DRILLING. AND REWORKING. If. ollcr lhc CJCporllloon oflhc pnmory 1cnn. production of ool or ps from lhc lcoscd prcmascs, oller 
once oblllncd, should cease from any cousc, lllis lc:asc shill notlcnninlle of Lcsscc commences oddilionol drilling or rewor1dng opcnt.ioras wilhin sixty (60) doys oller 
such ccssauon, ond lhiS lca5c shill rerrwn in 1\JII force and elf CCI for so ion& as such Opcllloons conunue on good fllllh and on worlcmanlike manner wilhoul onlenuplions 
loulong mon: lhon sixty (60) doys If such drilling or reworl<ong operations rcsull in lhc producsion of or I or gas, lhc lease shill rcrnom on full force and efT CCI for so long 
as oil or gas is produced f'rom lhc leased premises in paying quantities or paymcn1 of shul·on oil or gas well royol1ics or poymcnl of cornpcns110ry royollics is made os 
provided herein or as provided by low. If lhc drilling or reworlcing OpcllllonS rcsull in lhc oornpldion or a well as 1 dry hole, lhc lease will not ocrminlle if lhc Lcsscc 
commences oddi1ionol drilling or rcwor1<ing opcnolions wilhin sixty (60) doys after lhc oornplelion oflhc wcllos • dry hole, and lhos lease snail rcmoon on e1Tcc1 so long 
os Lcsscc conunucs drilling or reworkong opcralions in good failll and on 1 workmanlike monncr wilhoul in1crrup1ions 101ahng more lhan sixty (60) days. Lessee shall 
gove wrincn notice 10 lhc General Land Office wolhon lhony (30) dlys of any cessauon of produc11on 

14. SHliT·IN ROYALTIES. For purposes oflhis p&r1131'1ph, "well" means any welllllllllas been assigned 1 well number by lhc s1a1e ogency havong 
JUnsdoclion over lhc production of oil ond gas If, II any lime ollcr lhe cxp1r111ion of lhc pro mary lcrm of a lease IIIII unlil being shul in, was being mointaincd on 
force and effc:a. 1 well Cllpllblc of produeon& orl or ps on pa)'lng quanuucs LS located on lhc lcoscd premises, bUI oil or ps os not beon& produced for loclc or 
suotable producsion focilibCS 01 loclc of 1 suolable nwl<ct, !hen Lcsscc moy pay as 1 shul·on ool or gas royolty an omoun1 cquoiiO double lhc onnual rcnlll provided in 
lhc lease, bul no11css lhan S 1,200 1 ycor for CICh well capable of producong ool or gas on poyong quanuucs. If PIRCTIIJII 3 of Ill is lease docs not specify • dcloy rental 
omoun~ !hen for lhc purJ>05CS oflhis panaroph.lhc dcloy rcnlll amoun1 shill be one dollor (SI 00) pu ocrc To be effective, CICh ini1iol shul·in oil or gas royolty 
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must be pawl on or be feu: ( I) lhc cxpuauon of lhc pnmary term. (2) 60 days after lhc Lcsoec ceases 10 produce: 011 or gas !Tom lhc leased prem~>C.S. br (3) 60 days after 
l.csscc compldA:S a drilling or reworking Operation 1n accordance with lhc lca.sc proVIsions; whichever dale ts latest Sud> payment s/1&11 be made one-half ( lf2) 10 lhc 
Ca<nmiSSIOOC< of lhc Gencnol Land Office and one-half ( lf2) 10 lhc owner of the so1l If the sltuHn 011 or gas royall)l is paid. lhc lca.sc shall be considered lo be a 
produeing lease and lhc payment shall extend lhc term of lhc lease for a pcricwl of one )"'II from lhc end of lhc pnmary term. or fTa<n the fu-s1 day of the month 
following lhc month in whidl production ceased. and. after thll. if no su1lable producuon fac1li1ies or suitable marlcel for lhc oil or gas tx iSU . Lessee may extend lhc 
lease for four ma<e successive periods of one ( I) year by paying lhc same amount each year on or before lhc expinllion of each sltut-in year. 

15. COMPENSATORY ROYAL TIES. If. dunng lhc period the lease IS kepi 1n effect by payment of lhc shut-in oil or gas royally, oil or gas is sold and 
delivered in payin& quantities !Tom a well located within one thousand ( 1.000) feet oflhc lca.scd premises and completed in lhc same producing reservoir. or in any case 
in which drainage is occurring lhc righliO continue 10 maintain lhc lca.sc by paying lhc shut-in oil or gas royall)l shall cc.uc, bullhc: lca.sc shall remain effective for lhc 
remainder of lhc year for whidl lhc royalty has been paid. illc Lcsoec may maint.in lhc lc.asc: for four more successive years by Lcsoec paying compcru11ory royalty 11 
lhc roy&! I)' nllC provided in lhc lease of lhc marlcel value of production from the well causing lhc drainage or which is completed in lhc same producing reservoir and 
wtthin one thousand (1 .000) feet of the leased premises The compensatory royally IS 10 be paid monthly, onc·half (l f2) 10 lhc Commhsioncr of the General Land 
Office and onc4\alf ( lf2) 10 lhc owner of lhc SOli. bc&inning on or be feu lhc last day of lhc month following lhc month in which the oil or gas IS produced from the well 
causing lhc drainage or lhll is completed in lhc same produc.ng reservoir and located witlu" one thousWld ( 1.000) feel of lhc leased premises. If lhc compens&IOTy 
royalty paid in any 12-rnonth period IS '"an amount less than the annual shuHn 011 or gas royalty, l.csscc shall pay an amount equal to the d1ffercncc wuhin thiny (30) 
days from lhc crwl oflhc 12-month period Compcnsa~.ory royalty payments which arc not timely paid will accrue penall)l and interest in occordancc with Paragraph 9 of 
this lease. None of these provisions woll relieve l.csscc of lhc obl iga~ion or reasonable development nor lhc obliga~ion 10 drill ofTscl wells as provided in Texas Natural 
Resources Code 52.1 n : however. II the dclcrmonation of the Commissioner. Wid woth lhc Commissioner's wrillal opproval, the payment of cornpcnsaiOr)' royalties can 
Satisfy lhc oblipion 10 drill offsel wells 

16. RET AINEO AC REAGE Nocwithstanding any provision of this lease 10 lhc concrary, after a well producing or capable of producing oil or gas has 
been complelcd on lhc leased premises, l.csscc shall exercise lhc diligence of a reasonably pruden! Opcrllor in drilling sud> additional well or wells as may be 
reasonably ncccssary ror lhc proper dcvelopmcnl or lhe leased premises and in marketing the produCiion lhcrcon 

(A) VERTICAL-In lhc even! this lca.sc is in forcc and effect two (2) years after lhc expiration dlle oflhc primary or extended term it shall !hen tcrminlle 
as 10 all of lhc leased premises, EXCEPT (I) 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 sltut-in oil or gas well as provided in Paragraph 14 hcrcol). or a well upon which Lessee is lhcn engaged in 
continuous drilling or rcwori<ing opcralions. or (2) lhc number of acres included in a produci"g pooled unit puosuan110 Texas NllllJraJ Resources Code 52.1 51-52.153. 
or (3) sud> groa1t:r or lesser number of acres as may !hen be allocalcd for production purposes 10 a prontion unit for each sud> producing well under lhc rules and 
regulations of lhc Railroad Commission of Texas, or any successor agency. or Olhc:r govemrncnlal aulhoril)l havingjwisdiclion. If 111 any time after the effective dalt: of 
lhc patio&! 1amin11ion provisions hereof, the applicable focld rules ore: <:hanged oc lhc well oc wells locaLcd lhcrcon ore: reclassified so thll less acreage is lhcrcaftcr 
allocated 10 said well or wells for production purposes, this lca.sc shalllhcrcupon Lcrmonate as 10 all acreage not thereafter allocated 10 said well or wells fO< produCiion 
purposes. Norwithslanding the lamination of this lease as 10 a portion of the lands covered hereby, l.csscc shall nevertheless continue to have lhc righl of ingress to and 
caress from lhc lands still subject to lh.s lease for all purposes described in Paragraph I hereof, IOgclhcr with cascmcnu and righu-<>f-way for existing roods, existing 
pipelines and Olhc:r existing facilities on, over and acnm all lhc lands described in Paragraph I hereof ("lhc retained lands"). for acccss to and fra<n the rcwncd lands 
and for lhc pthcring or uanspon.a1ion or oil. gas and olhcr moncrals produced ITa<n lhc rct.1ncd lands 

(B) HORIZONTAL In the event this lca.sc is in forcc and effcct two (2) years after lhc cxpirauon dol.: of the primary or exl.cnded ICTm il shall funhcr 
lcrminlle as to all depths below 100 feet below lhc lolal depth drilled (hcrcinafu:r "dccpcr deptlls") in each welllocalcd on aacagc retained in Plll'l&f1ll'h 16 (A) above. 
unless on or before: IWO (2) ycat$ after the primary or extended term Lessee pays an amount equal 10 one-half( lf2) oflhc bonus originally paid as considcnllion for this 
lease (as spccifiCCI on pa&e I hcrcol). If sudlomoun1 is paid. this lca.sc shall be in force and effect as 10 such deeper depths. and said termination sit&! I be delayed for an 
additional period of two (2) years and so long thc:n:ooJ\cr as oil or gas is produced in paying qua.n1i1ies fra<n sud> dccpcr depths covered by this lease. 

(C) IDENTIFICATION AND FlUNG. The swfocc acreage rc:t.ined hereunder as 10 each well shall. as r>early as practical, be in lhc form of a square wilh 
lhc well localcd in lhc center lhcrcof. or such olhcr shape as may be approved by the Ca<nmissooncr of the General Land Office. Within thirty (30) days after partial 
termination of this lease as provided herein, Lessee shall cxccuLc and rcco<d a relcasc or releases containing a satisfiiCiory legal dcsaiption of the acreage andloc depths 
1101 rcuincd hcrcundcr. illc recorded relca.sc, or a ccnifiCCI copy of same. shall be filed in the GcncraJ Land Officc. occornpanic:d by lhc filing fcc prescribed by lhc 
General Land Office rules in effect on the dale lhc relca.sc is filed. If Lcsoec fails or refuses 10 cxccuLc Wid record sud> release or releases within nineTy (90) days after 
being rcquc:siCd 10 do so by lhc General Land Offocc. !hen lhc: CO<nmissioncr 11 his sole dts<:R:Iion may dcsignaLc by wrillal insuumcntlhc acn:a&e and/or dcpths 10 be 
released hereunder and record sud> instrument • l.csscc's expense in lhc county or counties where lhc lease is locaLcd and in lhc official roc:ords of lhc General Land 
Office and sud! designation shall be binding upon l.csscc for all purposes. 

17. OFFSET WELLS. Neither lhc bonus, delay rentals, nor royalties paid. or 10 be paid. under this lease shall relieve Lcsoec of his obligation lo proiCCt 
lhc oil and gas under the abovc-<lcscnbed land from being drained. Lcsscc. sublcsscc. receiver or Olhc:r agent in conltol of lhc leased premises sltall drill as many wells 
as lhc facu may justify and shall usc appropri11e means and driiiiO a depth necessary 10 prevent undue drainage of oil and gas fTorn lhc leased premises. In addition, if 
oil and/or gas should be produced in commercial quantities within 1,000 feci of lhc leased premises. or in lillY case where lhc leased premises is being drained by 
production or oil or gas. the l.csscc, sublcsscc, receiver or olhcr agent in control of the leased premises shall in good faith begin lhc drilling of a well or wells upon lhc 
lc:ascd premises within 100 days after the draining well or wells or lhc well or wells completed within 1,000 feci oflhc leased premises slarl producing in commercial 
quantities Wid shall prosccuLc sud> drilling with diligence. FaiiW'C to satisfy the SliiUiory ofTSCl obliga~ion may subjcel this lease and the owner of lhc soil's agency 
righu lo forfciiW'C:. Only upon the dclcnni,..ion of lhc Contmissioncr or the General Land Office and with his wri11a1 opproval may the payment or compcru11ory 
royalty under applicable stMUiory pararnclcrs Sllisfy lhc obligation 10 drill an offset well 0< wells requorcd under this paragraph. 

1&. FORCE MAJEURE. If, after a good faith elTon. l.csscc is prevcnlcd from complying with any express or implied covenant of this lca.sc, from 
conducting drilling Opcrllions on lhc leased premises, or fTorn producing oil or gas from lhc lca.scd premises by reason of war, rc:bellion, riots, strikes. acu or God. or 
any valid order, rule or rcgulal.ion of govcrnrncn1 authoril)l, lhcn while so prevented. lcsoec's obligllion lo comply with such covenant sltall be suspended and l.csscc 
shallnol be liable for damages for faiiW'C 10 comply with sud> covcnanu; additionally, this lease shall be extended while l.csscc is prevented, by any sud> cause. fTorn 
conducting drilling and moorlcing opcnlions or fTorn producing oil or gas !Torn lhc leased premises. However. nothing in this paragraph shall suspend lhc p,ymenl or 
delay rentals in order to maintain this lease in efTCCI during lhc primary 1am in lhc absence of sud> drilling or rcwori<ing opaw.ions or production of oil or gas. 
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19 WARRANTY CLAUSE 11>c owner of the sool wamntS and auccs to defend tode 10 the leased prcmoscs If the owner of the sool defaultS on paymentS 
owed on the leased prcmoscs. then Lessee m1y redeem the ngh tS of the owner or the sool on the leased prcmoscs by p1yong any monga&c. wces or other liens on the 
lcoscd premises If Lcsscc mal<es p1ymcnlS on behalf of the owner of the soil under lhl$ par1g1oph. Lessee may r<cover the COSI of these paymentS from the rcnoal and 
royaltocs due the owner of the sool 

20 (A) PROPORTIONATE REDUCTION CLAUSE If the owner or the sool owns less than the enure undovoded surface eswc on the above dcscnbcd 
lond. whdhcr or nol Lcsscc's onlcr<SI ,. spa:ofocd hereon, then the royalties and rental hereon provoded 10 be paod 10 the owner or the sool shall be pud to hom on the 
proportoon whoch hiS onlcr<SI beat> 10 the enure undovoded surf ICC eswc and the royal toes and rontal hereon provoded 10 be p11d 10 the Commissioner- or the General 
Land Office or the Swe ofTc.us shall be lokcwosc proportoonllcly «duccd. However, before Lcsscc adjustS the royalty Of rental due IO the Cornmissooncr or the 
Gcncnl Land Offocc, Lcsscc Of hi$ IUihoru.cd reprcscnlllove mUJt submol 10 the Cornmossoona or the Gcncnl l.lnd Offocc I wnncn Slllcmenl which cxploins the 
discrepancy bct'"Cen the ontcrcst purportedly lcoscd under this ICISC and the ocntaJ inlaCSI owned by the owner or the soil. 11>c Commissioner of the Gcncnl Land 
Office shall be p11d the value or the whole produ<:tion alloc:lblc 10 any undivided interest not covered by 1 ICISC, less the p<oportionetc development and production cost 
alloc:lblc to such undivided interest. However, in no event sh1llthc Commissioner or the General l.lnd Office receive as 1 royolty on the gross production allocable 10 
the undivided iniU1:SI notlca.scd an amount less than the value of one-sixteenth ( l/ 16) of such gross productoon. 

(B) REDUCTION OF PAYMENTS. If. during the primary tcmo. a ponion or the land covered by this ICISC is included within the boundories or a 
pooled un it that has been approved by the Schooll.lnd Board and the owner of the soil in accordlllcc woth Natural Resources Code Sections S2. 1 S I·S2.1 S4. of if. at any 
time 1ftcr the cxpirlllion of the primary term or the extended lcnn, th is lease covers I ICSSCt number Of acres than the lOIII amount described herein. paymentS th11 are 
made on a per acre bas,. hcrcundet shall be «duccd accordong 10 the number of acres pooled, released, surrcndcrcd, or olhcrwosc seve «d. so that paymentS dclcmoined 
on I per acre basis undet the tams Ofthl$ lcosc during the primary lam shall be calculllcd based upon the number of acres OUtSide the boundancs of a pooled uno~ Of, 

ofaf\cr the cxporllloon of the pnmary tcnn. the number of acres ocnlllly retained and coveted by thiS lcosc 

21 USE OF WATER Lcsscc shall have the ngh110 usc water produced on sard land ncccss.ary for opcraliOOS under th iS lease cxcep1 water from wells or 
links or the owner or the sool. p<OYodcd, however. Lcsscc shall no1 usc potable water or water suot.ooble for lovestock or omg.ouon J>U11>05CS for -aflood opcnltOnS 

wolhoul the proor consent of the owner of the sool 

22. AUTHORIZED DAMAGES uucc: shall pay the owner of the sool for damages caused by olS opcntoons 10 all pcnonal property. improvements. 
lovestock and crops on S&Jd land 

23. PIPELINE OEPTii When requested by the owner of the sool, Lessee shall bury its popclincs below plow depth 

24. WELL LOCATION LIMIT No well shall be drilled nearer than two hundred (200) feel 10 any house or bam now on sood premises without the wnnen 
consent or the owner or the sool 

2S. POLLUTION In dcvclopong thos arco. Lcsscc shall usc the hoghcst degree of care and all proper sofcguards 10 prevent pollution. Wilhout lomotong the 
foregoong. pollutoon of coastal wetlands, n11ural Wllcrways, rovers and ompounded water shall be prevented by the USC Of containment facili ties sufficicniiO, prevent 
spillage, seepage or ground warcr contamination In the event or pollution, Lcsscc shall usc all means at itS disposal 10 rCCij>IW'C all escaped hydrocart>ons or other 
pollutant and shall be responsible for all damage 10 publoc and pnvlle propcnics. Lcsscc shall build and mointain fences oround itS slush, sump, and dninagc pitS and 
link batteries so IS to protccllovcstock agoinsr loss, damage or onjury; and upon cornpktoon or abandonmcnl of any well or wells, Lcsscc shall fill and level all slush 
pots and cellars and completely clean up the drillina Sole or all Nbbish thereon. Lessee shall, while conducting opcratiOfiS on the lca.scd p<emiscs, l<ccp said promises frcc 
or all rubbish. cons. bottles. paper cups or ~ and upon cornplctoon of operations shall restore the surface or the land 10 as ncar itS oriainal condition and contours 
as is ptacticable. Tanks and equipment will be kepi pain~ and presentable. 

26. REMOVAL OF EQUIPMENT Sub)CCIIO lomowoons in this parouoph. Lessee shall have the roght to remove rrrachincry and fiXtures placed by Lcsscc 
on the 1caocd prcmoscs, oncluding the nghl 10 draw and remove casinr.. with on one hundred twenty ( 120) days after the cxporatoon or the tcnn1011oon of thiS lease unless 
the owner or the sotl pwolS l..csscc an cxtcrtSoon or thOJ ll<Hiay period However. Lcsscc moy not remove casong from any well capable or producing oi l and cas in 
pa)'lng quantoucs. Additoorlllly, Lcsscc moy not draw and remove cas1ng unul af\cr thiny (30) days wnttcn nohee 10 the CornmossiOOCt of the Gcncnl Land Office and 
10 !he owner or the SOli 11>c owner or the SOli shall bceome the owner or any maeho~. fixtures. or castng ,.hocll ~ not umely removed by Lessu u~ the wms or 
this ""'-"-

27. (A) ASSIONMEl'fTS. Under the condotoons contained in this pat'IITII>Io and J>ano&nph 29 of thos lease.. the nghtS and cstlles or either party to this 
lease may be assigned. in whole or on p111, and the provisoons or this lease shall extend 10 and be binding upon their heirs. devisees, legal n:prcscnwivcs, successors and 
assigns. However, a change or division in ownership or the land, rentals. or royohies will not enlarge the obligations or Lessee, diminish the rights. privileges and 
eswes or Lcsscc. impoir the ciTcctivcncss or any payment made by Lessee or impair the clfcctivencss or any act performed by Uss<e. Nod no change or division in 
ownership of the lond. rentals, or royalties shall bind Lcsscc for any purpose untilthiny (30) days oflcr the owner of the soil (or his heirs, devisees, legal represen tatives 
or assigns) furnishes the Lcsscc With saaisfactory wrincn evidence of the change in ownership. including the origirlal recorded munimcntS oflillc (of1 ccnified copy or 
such origirlll) when the ownership changed because of I conveyance. A total or past ial Wil/lfl\Cnl of this lease shall, IO the eXtent Of the interest ass igned, relieve and 
discharge Lcsscc or all subsequent obliptiOfiS under this lease If this lease is assigned in itS entirety IS 10 only pan of the acreage. the right and Oplion 10 pay rentals 
shall be apportioned as bcs\oooccn the scvcnl owners l'lllably, ac:conling 10 the ouea or each. and r .. lurc by one or more or them 10 pay his share of the rental shall not 
alfcct this lease on the pan of the land upon whocll pro ra&a rentals arc timely paid or lcndcrcd; however, if the assigroor or assigrocc docs not file a ccnifocd copy or such 
assipmc:nt in the Gcncnl Land Office before the next rental payins date. the entire lease shall terminate for failurc 10 poy the cntore rental due undet Parapaph 3 
Every assogrocc shall succccd to all nghtS and be subJect 10 all obloptions,liabilities, and pcrllllics owed 10 the Swc by the origirlal lcsscc or any prior ossigrocc of the 
lease. onclud~ng any liabolitocs 10 the Slate for unp11d royal toes 

(B) ASSIGNMENT LIMITATION NO<Wolhstandons any provosoon on Pongraph 27(a). of the owner of the sool acquires thos lease on whole or on pad 
by assognmcnl wolhoul the pnor wrincn opproval or the Cornmossooncr or the Gcncnl l.lnd omce. thos lease IS vood as or the tome or assignment and the agency power 
Of the Ownet may be forfcotcd by the Cornmossoonct An assognmcnl will be treated IS if II were made 10 the Owner Of the soil of the assigrocc is: 

(I) a nornoncc of the owner of the soil. 
(2) a COflOORlion or subsidiary on which the owner of the soil OJ 1 pnncopal stockholdet or IS an employee of such a corporation or subsodoary, 
(3) a pannershop on whocllthe owner of the soil IS a panncr or IS an employee ofsuch a panncrshop, 
(4) a principal stockholder or employee or the COflOORlion which is the owner or the sotl: 
(S) a panncr or employee on a panncnhop whoch IS the owner of the soil, 
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'" ' (6) afiductll)' fa< lite owner of lite sotl , tncludtng but no1 hmtled 10 a guardtan. IN>Ia:, excetttO<, admtnt~O<·.,fefiCJvci: 0< ~alor·fO< lite 
owner of lite sotl, 0< 

(7) a farmly member of lite owner of the sotl 0< related 10 lite owner of lite SOt I by marnagc, blood. 0< adopt• 
28 RELEASES Under lite conditions con111ncd in lhis par&&faph and P1188f8ph 29, Lessee may 11 any time execute and dchvet 10 the owner or the soil 

and place Of rCCO<d I release or relascs covenng any portiOn Of portionS of lite leased premi=. and lhereby surrender Ill is lase IS IO such portion or portions. and be 
relieved or all subseqiiCIII obit pitON as 10 acreage sum:ndcrcd If any pan or lilts lase tS property surrendered, lite delay rcnl&l due 111111ct liltS lase shall be reduced by 
lite pr0por110f1 lholllte Sum:ndcrcd IICfCa&C bears 10 lite aereace wi11Ch W8S COVered by liltS lase tmmcdtatcly pnor 10 SUCh surrender, however, Such release Will nol 

reltcve Lcsscc of any habthltc:S whiCh may have accntcd under liltS lease pnor 10 lite surrender of such acreage 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all 0< any pan oflhis lase IS asst.,..S or released, such asstgnmall or release must be recorded 
tn lite coun&y where lite land IS s•IUaled. and lite r<eorded insuumcn1 or • oopy or lite recorded tnsuumcnl c:cniftcd by lite County Cleric of lite COUnty in which 11>c 
tnsiNmcnt is recorded, must be filed in lite General Land Office wilhtn 90 dlys of lite last execution dllc ICCOfllpanied by lhc prescribed fihng fcc. If any such 
assignment is no1 so filcd, lhc ri&hts ocquired under lhis lease shall be subject 10 forfeiture at lite option of lite CO<nmisstoncr of the General Land Office 

30 DISCLOSURE CLAUSE. All proviSions pcrutntnl 10 lhc lase of lhc abovc:-«sctibed land have been included in lhis insiNmcnl tncluding lite 
stalemenl or lite INC constdcntllon 10 be patd fa< 11>c execution or lil ts lease and lite rights ond dulles of lite parUes Any collatc:nl agnxments concerning 11>c 
development of Ot l and gas from lite leased premises whtch arc no1 contatncd tn liltS lease render Ill is lease invaltd 

31. FIDUCIARY DUTY. The ownct or lite soil owes lite Swc a fiductary duty and must fully disclose any facts affc:cling lite Swc's tnlcr~ltn lhc leased 
premises. When lite intaco;IS or lite owner or lhe soil conflict wilh lho5c or lhc Stale, lhc owner or lhc soil is obligated 10 pul lite SI&IC'S inlcrC$1$ befO<C his personal 

32. FORFEITURE If Lcsscc shall fail 0< refuse 10 make lite poymcnl or any sum wilhtn lhiny dlys after it becomes due, or tf Lcsscc 0< 111 aulhorizcd 
I&Cfll should knowingly make any false rc:rum 0< false rq>ort conocnung productiOn or dnlhng. or tf Lcsscc shall fail or refUse 10 dnll any oiTscl well 0< wells tn good 

fatlh as rc:qwrcd by llw and lhc Nics and regulll.tOnS adoplcd by lhc ConvnlSSIOnCr or lhc Gcnc:nJ Land OffiCI<. or if Lcsscc should fatiiO file rcporu tn lite miiiiiCJ 
rc:qutred by llw or f11l ro comply Wllh rule$ and regullltOnS prO<nulgated by lite General Land Office. lhc School Land Boord, or lhc Rotlroad CornmtSSIOfl. or tf Lessee 
should refUse lite proper aulllonty ICCCSS 10 lhc r<eords pcr~~~nin& 10 opcnttOflS, or tf Lcsscc or 111 aullloriud qcn1 should ltnowtngly fail or refuse 10 gtvc correct 
rnformotion 10 lite proper aulhonty, 0< knowingly fail or refUse 10 fumi$11 lite General Land OfftOC 1 corrcellog of any well, or If Lcsscc shall knowingly violate any of 
lhc ITUII<rial provisions of liltS lase, or if Ill is lase is assi.,..S and lhc asstgnmcnl IS 1101 filed in lhc Gcnc:nJ Land OfftOC as rc:quin>d by low, lhc rigltts ocquired 111111ct 
lhis lase shall be subjcCIIO forfeilllre by lite ConvntSSooncr, and he shall forfeit same: when suffocicnlly infomvcd of lhc [leiS whoclt IUlhoriu a forfeiture, and w11cn 
forfeited lhc orca shall lpiR be subjcCIIO lease under lhc ICmlS of lite Rthnqui$hmall M:l. However, nolhin& bcnin shall be constNcd u waivtnc lhc automM.ic 
lamU\IlrOn of lhis lase by opc:nlton of law or by reason of any spcciallimrLIIton lf\Sln& hcrcundcr. ForfeilllreS may be SCIIStdc and litis lase and all rigllts lltcn:undcr 
rcUUial<:d before lhc rigltls of another intt:rvalc: upon saafactory evidence 10 lite eornm,.._ or lhc Gcnc:nJ Land OfftOC of rw.re compliance wilh lhc provisions of 
lhc low and oflhis lase ond lhc Nics and regulations lhll may be adopted rclatrY< hertto 

33. UEN. In accordance wilh Texas Natural Resources Code 52. 136, lite Sr.at<: $hall have a first lien upon all oil and gas produced ftom lite arco covered 
by Ill is lase 10 sccurc poymcn1 of all unpaid royally and olhcr sums or money lhat may become due 111111ct lhis lase. By ac:c:q>tatCC or lhis lease, Lcsscc grants lhc 
Slate, in addition 10 lite lien provided by Texas N11ural Resources Code S2. 136 and any olhcr appliCiblc swuiOI')' lien, an expres.s con11ae1ual litn on and security 
inlcn:st in all leased minc:nls in and cxtrxted from lhc k:IScd prcmisd, all proc:ccds which may ICCNe 10 Lcsscc from lite sale of such k:IScd minerals, whellter such 
procccd.s ore held by Lcsscc or by 1 lhird pony, and all foow-cs on and tmprovcrncnts 10 lhc k:IScd premisd used in connection wilh lite production or processing or 
such leased minerals in order ro secure lhc poymenl of all royalties or olhcr llliOWlts due or 10 become due under lhis lease ond 10 secure poymcnl of any dlmagd or 
lotss lila l.cssO< may suffer by reason of l.cssccs breach of any covtnanl or condiiiOfl of lhis lase, wllcthcr expres.s 0< tmpltcd. This lien ond security iniCn:SI may be 
foreclosed wilh or wrlhoul coun proceedings in lhc manner provided in lite Tille I, Chap1er 9 or lite Texas Business and CO<nmcrcc Code. Lcsscc agrees lhat lhc 

Convnissioncr may rc:quin: Lcsscc 10 execute and record such instntmcniS as moy be reasonably necessary 10 acknowledge:, 1111ch 0< pcrfee1 lhis lien. Lcsscc hereby 
rcpn:scniS lhat lhere arc no prior or superior licm aristng from and relating 10 Lcsscc's lellviucs upon lhc abov~bed property or from Lcsscc's ocquisition or lhis 
lase Should lhc Convnissooncr at ony lime dclcrminc lhat lhis reprcscnlllion IS not INC, lhcn lhc Convntssioncr may declare lhis lase forfetted as provrdcd ben in. 

34. POOUNG Lcsscc is bacby granted lite ngltl 10 pool or untUU 11>c royalcy lfi~A:RS~ or lite ownct or 11>c soolllllllct liltS lase wtlh ony olhcr leasehold 
or mancnl inLcrcsl for lhc Clj)lonlion. dcvclopmcol and produc:sion of at I or ps or etlhcr of lhcrn upon lite same ICmlS as shall be -ovcd by lhc School Land Boord 
and lite Convnissioncr of lite Gcncnl Land OfftCX for lhc pooling or unittZtnJ of lhc interest of lite Silk llllllct lhis lase pursuon110 Texas Natural Rcsouroc:s Code 
S21SI·S2.1S3. The owner oflhc soil agrees lhlllhc inclusion oflhis provisoon on lhis lease s.atisftCS lite execution n:qutremcnls swed in Texas Natural Resources Code 
S2. 1 S2. 

35. INDEMNITY Lcsscc bcnby rclcoscs and discllar&cS lhc Swe of Texas aEd lhc owner of lhc sorl, lhcor officcrs, employees, partners, agents, 
conlniCIOrs, subconlnCion, 1\>CSIS. invitees, ond lhcor rcspccuve suc:ccsson ond assi&flS, of and from all and any ICtiOI'lS and couscs of oction or every nature, or olhcr 

harm, oncludlfl& environmcnl&l harm, for whidt recovery of dlrN&es is souglt~ rncluding. but no! limited 10, all losses ond cxpcnscs which are caused by lhc activities 
of l.csoc>c, tiS offtc:lCB, anployees, and agents arising OUI of, incidcnl&l 10, or resulting from, lite opc:rat.ions or or for Lcsscc on lhc k:IScd premisd hcrcundcr, or lhll 
may lfiSC out or or be oc:casooncd by Lcsscc's breach of any or lhc 1enns 0< provisiOnS of Ill is Ajp'ocmcn~ or by any olhcr ncglogenl or strictly liable IICI 0< emission of 
Lcsscc. Funltcr, Lcsscc hereby agrees 10 be lilble for, exClllerlk, indemnify, defend ond hold harmless lite Slate or Texas ond lhc owner of lhc soil, lhcir officcn, 
employees and qcnts, lhcir successors or assigns,apinst any and all daims, liabilitid, losses, damagd, actions, personal injury (including dalh), costs and expenses, 
or olhcr hann for which recovery of clarnag<s is sougltl under ony lhoory including ton. contrae~. or strict liability, including llUlmC)'S' fees ond olhcr legal expenses, 
includin& lho5c n:lat<:d 10 environmcnl&l hazards, on lite leased premisd or in any way n:latcd 10 Lcsscc's failure 10 comply wilh any and all environmcnl&l laws; lho5c 
arising liorn or in ony woy relat.cd 10 Lcsscc's opc:nltOnS 0< any olhcr of Lcsscc's actovtttc:S on lhc leased premise$; lho5c arising from Lcsscc's usc or lhc surface of lhc 
leased premisd; and lho5c tha may arise out or or be occasioned by Lcsscc's breach or any of lite ICmlS or provisions of lhis A&J'cancnl 0< ony olhcr 1e1 or omission or 
l.csoc>c, oiS dircc:un, offtc:lCB, employees, portncrs, I&C"IS. conlrW:IIn, subcon1111:101'S, gucsiS, invilccS, ond llteir rcspec:tivc succcsson and assigns. Eoch assignee of lhis 
A&rc<mcnl. or an inl.crcst lltcrdn, agrees 10 be liable for, exonerate, indcrMi(y, defend and hold harmless lite Sill< of Texas and lhc ownct of lite soil, llteir officers. 
anployccs, and ocmts in lite same: manna provoded above in conncction wilh lite lellvitics of Lcsscc, its officers. anployccs, and qcnts as described above. EXCEPT 
AS ontERWISE EXJ'RESSLY UMrn:D HEREIN, ALL OF TilE INDEMNnY OBLIGATIONS AND\OR UA111Lffi£S ASSUMED UNDER ntE 
TERMS OF ntiS ACREEMEHT SHALL HE WffiiOtff LIMITS AND WffiiOtrr RECAJW TO ntE CAUSE OR CAUSES ntEREOF (EXCWDINC 
PRE-£JUSTINC CONDffiONS). STRICT LIABILITY, OR TilE NECLIC£NCE OF A/'IY PARTY OR PARTIES (INCLUDINC Til£ NECUC£NCE OF 
Til£ INOEMNinED PMITY), WIIETliER SUCH N£CUC£NCE BE SOL£, JOINT, CONCURRENT, ACTIVE. OR PASSIVE. 

EVEN THOUGH THIS IS STAMPED 
'COPY' IT I S AN ORIGINAL DOCUMENT 
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36. ENVIRONMENTAl. HAZARDS. l.esscc shall use lhc high""! dcgn:e nfcare and reasonable safeguards to prevent contaminatonn ur pollution 
of any environmental medium. including soil. •urface waters. groundwater. sedimcnt5. and surface or sub5urface S\1111&. ambient air or any olhcr 
environmental medium in, on. or under. lhc leased pncmiscs. by any wa5te, pollutan~ or contaminant. Lessee shall no1 bring or permit to remain on lhc leased 
premises any asbestos containing matcriab, explosives, toxic materials, or substances regulated as hazardous wastes, hazatdous materials. hazardous 
substances (as lhc lcnn "Haunlous Substance" is defined in lhc Comprehensive F.nvironmental Response. Compensation and Uability Act (CERCI.A). 42 
U.S C. Sections 9601. et seq.), or toxic substances under any federal. state. or lncal law or regulation ("Hazardous Materials"). except ordinary prnduct5 
commonly used in conncclion with oil and gas exploration and develnpmcnt Of>Craliuns and stored in the usual manner and quantities. U :SSEE'S 
VIOI.ATION OF T ilE FOREGOING PROIIIBITION SIIALL CONSTITIITF. A MATF.RIAI. BREACI I AND OEFAUI.T II EREl iNDF.R AND 
LESSEE S HALL INDEMNIFY. IIOLO IIARMI.ESS AND DEFEND T il E STATE OF TF.XAS AND T il E O W NER OF T il E SOil. FRO M AND 
AGAI NST ANY CLAIMS. DAMAG£5. J UDGMENTS. PENALTI £5, LIABIL.ITI£5, AND COSTS ( INCLUDING REASONABLE ATIORNEYS' 
FE£5 AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBIT ION OR ( II) TilE 
PR£SENCE. RELEASE. OR DIS POSAL OF ANY HAZARDOUS MATERIALS ON. UN DER. OR ABOUT TilE LEASED PREMISES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMIS£5. LESSEE SHALL CLEAN UP, REMOVE. REMEDY AND REPAIR 
ANY SOIL O R GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE PRESENCE OR RELEASE OF ANY IIAl.AROOUS 
MATERIALS IN, ON, UNDER. O R ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF TilE LEASED PREMIS£5 IN 
CONFORMANCE Wml TilE REQUIREMENTS OF APPLICABLE LAW. TillS INDEMNIFICATION AND ASSUMPTION S IIALL APPLY, 
OUT IS NOT LIMITED TO, LIABILITY FO R RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERC LA OR A NY OTHER 
ENVIRONMENTAL LAW OR REGULATION. L£SSEE S fiALL IMMEDIATELY G IVE TilE STATE OF TEXAS AND TilE OWNER OF TilE 
SOIL WRITTEN NOTICE OF A Y BREACII OR SUSPECTED BREACII OF TillS PARAGRAPH, UPON LEARNING OF T ilE PR£SENCE 
OF ANY IIAl.AROOUS MATERIALS, O R UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO 
IIAl.A ROOUS MATERIALS WIIICII MAY AFFECT Til E LEASED PREMIS ES. TilE OBLIGATIONS OF LESSEt: HEREUNDER SHA LL 
SURVIVE TilE EXPIRATION OR EARLIER TERMINATION. FOR ANY REASON, OF T illS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under lhc provisions ofTexas Natural Resources Code 52. 17 1 through 52. 190, commonly known as 
lhc Relinquishment Act. and other applicable staiUlCS and amcndmcnt5 thereto, and tf any provision in this lease docs not conform to these statutes, the 
statutes will prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by lhc Lessee before it is filed or n:conl on the county n:conls and in 
lhc Gencnl Land Office of lhc Swc of Texas. Once lhc filing n:quimncnt5 found in ParaJII'Ph 39 of this lease have been satosfied. lhc elfcct•ve date of this 
lease shall be lhc date found on Page I . 

39. LEASE FILING. Pursuant to Chapter 9 of lhc Texas Business and Commerce Code. this lease must be filed of record in the office of lhc 
County Cieri< in any c:oonty in wbich all or any pan of lhc leased premises is located. and certified copies lhcrcof must be filed in lhc General Land Office. 
This lease is no1 effective until a ccrtified copy o f this lease (wbich is made and ccrtified by lhc County Cieri< from his n:conls) is filed in lhc Gencnl Land Or 
lice in ac.cordancc with Texas Natunl Resources Code 52. 183. Additionally, this lc:asc shall not be binding upon lhc State unlcs.• it recites lhc actual and true 
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fcc shall accompany such cen ified copy to the 
Gcnc:ral Land Office. 

40. Rentals in the amount of SllO.OO for years two and three of this lease have been prepaid. One half ('h) of this amount has bc:cn paid to the 
Lessor and one half ('h) has been paid 10 lhc State of Texas. Rental for lhc fourth year in lhc amount of Sl2,160.00 has nol been paid and if the fourth year 
rental is no1 paid t1oc:n this lease will expire. One half (V.) of lhc fourth year rental will be paid to lhc Lessor and one !lair (Yo) will be paid to lhc State o r 
TCl<&S. Rental for lhc fifth year is included in lhc fourth year rental and iflhc fourth ycatj tal is paid thc:n no additional rcntab.,.. due under this lease. 

•• • • •• • ••• 

LESS 

BY: William A. Chalfant 

T ITLE: President 

OATE: __ ---'JL.f/_..2.._.~'-1~-"Q""$£...... ___ _ 

TITLE: Individually and as agent for lhc State of Texas 

Date:_..?'-------<-~-=--Q-=---_0--'b'""-----

• • • • • • • • • • • 

EVEN THOUGH THIS IS STAMPED 
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STATE OF TEXAS 

BY· 

TITLt. Individually and a5 agent r.,.. lhc State of Texas 

Date ---------------
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( INDIVIDUAL 
ACKNOWLEDGMENT) 
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Before me., the undersigned authority, on this day personally appeared Mrs. Patrick Browaiac. 1\ut Sally Rebecca 
Read. dealing ia ,hrr w le and seoanle property, known to me: to be the persons whose names are subscribed to the foregoing 
instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

•• • • •• • • • 

Given under my hand and sc:a1 of office this the ~day of , ftt r , 2005. 

e RICHARD A HOLMES 
MY COMMISSION EXPIRES 

...... 2()()8 

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

Notary Public in and for fk 5/o:Jc of k:xv­
My Commission expires: ~-1- Zou'i 

- -.. 
True and Correct 

copy of 
t;lt\ginal filed in 
·~ sCounty 
~,. . ..1r.ks C"lce 

••• • • • • 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

EVEN THOUGH THIS IS STAMPED 
'COPY' IT IS AN ORIGINAL DOCUMENT 

Befo re me, the undersigned authority, on this day personally appeared William A. Chalfant, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President o f 
Chalfant Properties, lac. and acknowledged to me that he executed the same fo r the purposes and 
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of office this the 

JV~ , 2005. 
day of 

JUDITH K. WilliAMS 
MY COiolloiiSSIOH EXPIRES 

February 7, 2009 

t.Kt t'!f\JV!l;lt .. , tl("t ... • ..... • ' ~· : l~t :.Il l, RF1(UI, 
011 USE P' 1" ! ,,, ; •• 1 • • •'/''~;; · · ZI.CAUS£ If COI..Ot l 

F1l.E 110. 3961 
()II RIC! 1:> I::VAlol ~\!'·,~ · .. • 0fJi ot! 11/l!)I"R l f llt!IAI. 
tAll 

YII..KD ro• UCOID 011' .TBE:...._. _ __,_ ......... _ _ .DAY OF_ -=S=EP=-T.::.EMB==E= =R _ _ _ .A.D. 2005 10:11 AM. 

11:00 All. 

•• • • • • • • • •• • • • • • ••• • 

~~C"\~-:::--:-.,.-Jll.n.__DAY or SE'PTEMBER A.D . 2005 

•• ••• • • •• • • • • • • • •• • • 

• • • •• • • • • • • 

DIADE 0. FLOitKZ , COUWTY CLDJ: 
I.KXVES COOin'Y, TKIAS 

True and Correct 
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STATE OF TEXAS 
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@ FILE# 3960 
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Gcnctal Land Office 
Relinquishment Act Lease: Fonn 
Revised, September 1997 

nus AGREEMEJIIT is Olllde and cot=d into lhis 8tll cby of Jolly, lotS, bet weco the Swc of Texas, acting by and lhroogb its a&co~ .S. 
Marrow, a widower dali8c ia lois IOic a.d teparalc property ofUJO E1positioa, S•ile 118, AIOitia, TX 7871U-17&3 said agcnl herein n:fem:d 10 as 
lhc owner of the soil (whclherooe or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 bcreinafier called Lessee. 

I . GRANTING CLAUSE. F<ll' and in coosidcnlioa of the amouo1S Sl.alcd below and of lhe coVCOIIIIIS and agrccmcots 10 be paid. kepi and 
pcrfonned by Lc:sscc Wider Ibis lease:, lbe SLIIC of Texas, acting by and lhtough lhe owner of the soil, bcreby gnoolS, leases and lets unto Lessee, for lhe sole 

and ooly purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power Slalioos, 
telephone lines and Olhcr Sttuc:lW'CS lhereon, 10 produce, save, lake can: of, ln:al and lraiiSporl said produclS of lhe lease:, lhe following lands silualed in 
REEVES a.d CULBERSON COWIIy, Slalc of Texas, 1.()-wil: 

All of Section J, Block 4S, Public Scbool Land Surny 

containing 640.8 acres, mon: or less. The bonus considc:tat.ioo paid for Ibis lease is as follows: 

To lhe Swe ofTexas: TwclyeTho\1$!1/ld Ejghly 4 001100 
Dollan (S 12.080.001 

To lbe owocr oflbe soil: Twelve Thoysaod Eighty A 001100 
Dollars IS 12 080 00) 

Total bonus consideration: Iwenly·four Thousand One HWJdn;d Sjxly & 001100 
Dollars (S 24 160 00) 

The lollll bonus coosidcral.ioo paid n:pn::scnts a bonus of nm ll.,.dred Two Dollan (SJOl.OO) per lla'C, oo 80.0 oct acres. 

2. TERM. Subjcc:t 10 the Olhcr provisions in this lease, this lease shall be for a term of fiYl'.11} years from Ibis date (herein called "primary 

lcnn") and as ion& lben:al\cr as oil and gas, or either of them, is produced in paying quantities• from said land. 
As used in Ibis lease:, lhe lenD "produced in paying quanti lies" means that the receipts &om the sale or other aulhoriud oommc:n:iaJ usc of lbe subswlcc(s) 

covered exceed 0111 of pocket opcraliooaJ c:xpenscs for lbe six months lasl past. 

3. DELAY RENTALS. If no well be commenced oo the leased pn:mi.scs on or before one (I) year from Ibis date, this lease sballtcnninau:, 
unless on or before such anniversary dale Lcsscc shall pay or lender 10 the owner of the soil or 10 his credit in 
the .. THIS IS A PAID-UP L.EASE: SEE PARAGRAPH 10 .. Bank, at~ or its sllCCCSSOI'S (which shall continue as the depository n:gllnllcss of 
changes in the owncnhip of said land), the amount specified below; in additioo, Lcsscc shall pay or lCndc:r 10 the COMMISSIONER OF TilE GENERAL 
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum oo or before said date. Payments under Ibis paragraph shall operate as a 
n:nlal and sbaJI cover the privilege of deferring the commcnccmcnl of a well for one (I) year from said dale. Payments under Ibis par11grapb shall be in lhe 
following IIIDOWliS: 

To the owncroflbe soil: 
Oollars(S ___________ _J 

To the Slalc ofTcxas: 
Dollars (S ___________ --J 

Total Rcnl81: 
Dollars (S ___________ __J 

In a like IIWUlct and upon like payments or lenders annually, the cocruncoccmcot of a well may be fwtbcr dcfem:d for successive periods of one ( I) year 
each during the primary tc:nn. All payments <ll' LCOdcrs of n:otalto lhe owner of the soil may be made by check or sight draft of Lessee, or aoy assignee of 
Ibis lease, and may be delivered on or before the n:ntal paying dale. If the bank designated in this paragraph (or its succ:cssor bank) should cease lo exist, 
suspend business, liquidate, fail or be succeeded by another bank, or for any n:asoo fail or n:fusc lo eccepl n:ntal, Lcsscc shall not be held io defauh for 
failure 10 make such paymcots or LCOdcrs of n:ntal unlit lhirty (30) days after the owner of the soil shall deliver 10 Lcsscc a proper rc:cordable iDSitWIIall 
naming IDOlhcr bmk as agent 10 n:cei vc such paymcots or Lendcn. 

True and Carre~ 
copy of 

Original filed in 
s County 

Cl l'tl.s Offi~ 
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4. PROOUcnON ROYALTIES. UpOn production of oil and/or gas, Lcsscc agrees to pay or cause to be paid one-halr(l /2) of the royalty 
provided for in Ibis lease to the Commissioner of the General Land Office of the State of Texas, at Austin' Texas, and one-halr(l/2) of such royalty to the 
owner or the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydtocart>ons produced in a liquid form at the moulh or the well and also as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a sepan~tor or other equipment, as hereinaner provided. shall be 
!15th pan or the gross production or the market value thereof, at the option of the owner or the soil or lhe Commissioner or !he 
General Land OfT" tee, such value to be determined by I ) the hil!hest posted price, plus prcmiwn, if any, offered or paid for oil, condensate, distillate. or other 
liquid hydrocatbons, respectively, of a like type and gntvity in tlie general area where produced and when run, or 2) the highest markd price lhcrcof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale lhcrcof, whichever is the greater. Lcsscc agrees lhat before any gas 
produced from the leased premises is sold, used or processed in a plant, it will be run fn:c of cost to the royalty owners through an adequate oil and gas 
scpantor of conventional type, or other equipment at least as efficient, so !hat all liquid hydrocarbons recoverable from the gas by such means will be 
recovered. The requirement that such gas be run through a scparntor or other equipment ~y be waived in writing by the royalty o~ upon such ltnns and 
conditions as 1 hey p.-cscribe. 

(B) NON PROCESSED GAS. Royalty on any gas ( including Oared gas), which is defined as all hydrocarbons and gaseous substances no1 defined 
as oil in subperagntph (A) above, produced from any well on said land (exccpt as provided herein wilh rc:spect to gas processed in a plant for the extraetion of 
gasoline, liquid hydroc:artlons or other productS) shall be 1/S!b part of the gross ~uction or the markd value thereof, a! the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the h1ghcst markd price paid or offered for gas of 
cornpanlblc quality in the genenl area where produced and when run, or the gross price paid or offered to the producer, whichever is the gTeatcr; provided !hat 
the maximum pressure b-in measuring the gas Wldcr Ibis lease shall no1 at any time exceed 14.65 pounds per square inch absolute, and the standard base 
lernpcnllurc shall be sixty (60) degrees Fahrenheit, corn:ction 10 be made for pressure according 10 Boyle's Law, and for specific gntvity according to lCSIS 
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. Royolty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarl>ons 
shall be ll'!h pan of the residue gas and the hquid hydrocarbons extracted or the mail<d value lhcrcof, at the option of the 
owner of the soil or the Commissioner of the Gcnctal Land Office. All royalties due herein shall be based on one hundred perca~t ( 100%) of the total plant 
production of residue gas attributable 10 gas produced from Ibis lease, and on fifiy perca~l (SO%), or !hal perca~l acc:rving to Lcsscc, whichever is the greater, 
of the total plonl produclion of liquid hydrocart>ons attributable to the gas produced from Ibis lease; provided that if liquid hydrocatbons arc recovered from 
gas processed in a plant in which Lcsscc (or its parent, subsidiary or affi liate) owns an interest, then !he perca~tagc applicable to liquid hydrocarilons shall be 
fifty pcn:cnl (50%) or the highest percent accnung to a third party processing gas through such plant under a proccssmg agrccmcnt negotiated at arm's length 
(or if !hen: is no such lhird pwty, the highest ~I then being spccifiCd in processing agrccmcnts or contracts in the industry), whichever is the greater. The 
respcclive royalties on residue gas and on hquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid 
hydroc:artlons) of comparable quality in the gcncnlam~, or 2) lbc gross price paid or offered for such residue gas (or the weighted avenge gross selling price 
for the respective grades ofliquid hydrocarl>ons), whichever is the greater. In no event, however, shalllbc royalties payable under this paragntph be less than 
the royalties which would have been due had the gas 001 been processed. 

(D) OTHER PRODUCTS. Royalty on carl>on black, sulphur or any other products produced or manufiCiurcd from gas (excepting liquid 
hydrocatbons) whether said gas be "casinghead," "dry", or any other gas, by fractionating, burning or any olher processing shall be !~Jh 
part of the gross production of such products, or the market value lhcrcof, 11 the option of the owner of the soil or the Commissioner of the General Land 
Office, such market value to be determined as follows: I) on the basis of the highest market price of each product for the same monlh in which such product is 
produced, or 2) on the basis of the avc:n1gc gross sale price of each product for the same monlh in which such productS arc produced. whichever is the greater. 

5. MfNIMUM ROYALTY. During any yr:~~r after the expiration of the primary term of !his lease, if this 1..- is maintained by produclion, the 
royalties paid under this lease in no event shall be less than en amount equal to the total1Mual delay rental herein provided; olhcrwise, lhcrc shall be due and 
payable on or before the last day of the monlh succccding the IMiversary date of this lease 1 sum equal to the totaliiUlual rental less the amount of royalties 
paid during the preceding year. If Paragraph 3 of this lease docs no1 specify a delay rental amoWllthen for the pwposc:$ of Ibis paragraph, the delay rcnt.al 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any olher provision in this lease, 11 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 eilher, upOn no1 less than sixty (60) days notice to the holder of the lease, require lhat the 
payment of any royalties accruing 10 such royalty owner under Ibis lease be made in k.ind. The owner of the soil's or the Commissioner of the General Land 
Office's right to lllke its royalty in kind shall no1 diminish or ntgllle 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 Ibis lease. 

7. NO DEDUcnONS. Lcsscc agrees !hat all royalties accruing under Ibis lease (includinglhooe paid in kind) shall be withoul deduction for the 
cost of producing, gathering, storing, separating. treating. dehydrating. compressing. process mg. transporting, and otherwise malting the oil, gas and other 
productS hereunder ready for sale or usc. 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 115 may represent Ibis lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing planl Notwilhst.anding any other provision of this lease, and subject 10 the written consent of the 
owner of the soil and the Commissioner of the General Land Offi ce, Lessee may recycle gas for gas lin purposes on the leased p<anises or for injection into 
any oil or gas producing fonnation underlying the leased p<anises oficr the liquid hydrocatbons contained in the gas have been removed; no royalt ies shall be 
payable on the recycled gas until it is produced and sold or used by Lcsscc in a manner which entitles the royalty owners to a royalty under Ibis lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalt ies 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 forlh in the Texas Rcgist.c:r. Rules cum:ntly provide !hat 
royalty on oil is due and muse be received in the General Land Office on or before lhc 5lh day of the .second monlh succccding the monlh of production, and 
royalty on gas is due and must be received in the General Land Office on or before the 15lh day of the second monlh succccding the month of production, 
aa:ompanicd by the affidavit of the owner, manager or other aulhoriud agent, completed in !he form and manner prescribed by the General Land Office and 
showing the gross amount and disposition of al l oil and gas produced and the market value of the oil and gas, together wilh a oopy of all documents, reconls 
or rcport5 confli1Tling the gross production, disposition 
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and markcl value including g.s meu:r readings, pipeline receipts, g.s line receipts and Olhu cbccks or mc:motwlda of amount produced and put inlO pipelines, links, or 
pools and g.s lines or g.s slorllge, and any Olhu reports or records which the Oenc:raJ Land Office may require to verify the &lOSS production, disposition and market 
value. In all cases lhc: ... lhority of a manager or ~&entlO ael for lhc: Lc:ssc:c herem mUSl be: filed in lhc: Oenc:raJ Land Office. Each royalty payment shall be accompanied 
by a chedt stub, schedule, swnmary or Olhu rcminance advice showing by the assigned Oenc:raJ Land Office lease nwnber lhc: amount of royalty being pa.id on each 
lease. If Lessee pays his royalty on or before thirty (30) days alia lhc: royalty payment was due, lhcn Lessee owes a penalty of S% on the royalty or ru.oo. whic:bevc:t 
is paaa. A royalty~ which is over thirty (30) days laic shall aeaue a penally of 10% of the royalty due: or ru.oo "'-hicbcvcr is paaa. In addition 10 a penalty, 
royalties shall aeaue illl<:tCSI 111 a r11<: of 12% per year, such inl<nst wiU begin IICCNing when the royalty is sixty (60) days ovetduc. Affidaviu llld wpponing 
documents which IIC not flied when due: shall incur a penalty in an amount set by lhc: Oenc:raJ Land Off ICC administrKive rvle which is effec:tive on lhc: dale when the 
affidavits or supporting doc:wnallS wen: due. The Lessee shall bear all responsibility for paying or causing royalties 10 be paid os prescribed by the due dale provided 
herein. Paymc:ot of the delinquency penalty shall in no way openu: 10 prohibit the SWc's right or forfeitwc: os provided by law nor aet 10 postpOnC the dale on which 
royalties wen: originally due. The above penal ty provisions shall not apply in cases of tide dispute oslO the St.te's portion of the royalty or 10 that portion of the royalty 
in dispute oslO fair market value. 

10. (A) RESERVES, COmR.ACI'S AND OTHER RECORDS. Lessee shali1Mually furnish the Commissioner of the General Land Office with its best 
possible estimate or oil and gos reserves undc:tlying this lease or allocable 10 this lease and shall fwnish said Commissioner with copies of all eootnw::ts under which gos 
is sold or proc:c:sscd and all subsequent agn>anc:nts and amcndtncnts 10 such conlniClS within thirty (30) days alia entering into or making such conlniClS, agn>anc:nts or 
amendments. Such conlniClS and agreements when received by the Gcnenl Land Office shall be hc:Jd in oonlida>ce by the Oenc:raJ Land OffiCC unless olherwise 
llllhorizcd by Lessee. All otbc:r conlniClS and rc:a>rds pauining 10 the production, tnnspor1111ioo. sale and mart.c:ting of the oil and gos produced on said prunises, 
including the books and aa:ounts, receipts and discbotBcs of all weUs, tanks, pools, metm, and pipelines shall II all times be subject lO inspecllon and exanunaion by 
the Coounissioner of the Gencnl Land Office, the Attorney Oenc:raJ, the Governor, or the represc:t~Wive of any of them. 

(B) PERMITS, DRILLING RECORDS. Wri11c:t1 notice of aU opcrllions on this lease shall be submiucd 10 the Commissioner of the Oenc:raJ Land 
OffiCC by Lessee or openaor live (S) days before spud dale, wocl<over, re-cncry, t.cmporwy llbandonrnau or plus and ~ of any wdl or wdls. Such wrium 
notice 10 the Oenc:raJ Land Office shall include copies of Railroad Coounission forms for application 10 drill Copies of "'dl tests, oornplc:tion reports and plugging 
reports shall be supplied 10 the: <Jenera! Land OffiCe lithe time they IIC filed with the Texas Railroad Commission. All applications, permits, reports or otbc:r filings that 
reference this lease or any specific wdl on the leased premises and that IIC submitted 10 the Texas Railroad Coounission or any Olhcr govc:rnmc:ntal agency shall 
include lhc: word "Swc" in lhc: title. Additionally, in IICCO<dancc with Railroad Conunission rules, any si&DI&C on the leased premises for the pw-pusc of identifying 
wells, lllllk batteries or Olhu associated improvements 10 the land must also include the word "State." Lessee shall supply the Oenc:raJ Land OlfiCC with any records, 
memoranda, IICCOUIUS, reports, cuttin&s and cores, or Olhcr information relative 10 the opcrllion of the above«:scribcd prunises, which may be: requested by the 
GcncraJ Land Offioc, in addition lO those herein cxp<cssly provided for. Lessee shall have an clcc:uical and/or radioactivity swvcy made on the borc-Mic: section, from 
the base or the sur&a: easing LO the IOial dcplh or wd~ of all wells drilled on the above clcsmbcd prunises and shaU trammit a ll\le copy of the los or c:adJ swvcy oa 
each well to the Oenc:raJ Land Office within fifl<cn (IS) days alia the mak&ng of said swvcy. 

(C) PENAL Tl ES. Lessee shaU incur a penalty whcnc:vc:t reports, documents or other matcnals are not lilcd in the Oenc:raJ Land Office when due. The 
penalty for !au filing shall be: set by the Oenc:raJ Land Office administnotive rule which is cfiec:tivc on the dllc when the .......,.;a1s were due: in the Oenc:raJ Land Office. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the pnmary tc:tm bcrcof and poor 10 d iscovery llld 
production of oil or gos on said land. Lessee should drill a dry hole or holes thereon, or if during the primary tc:tm hereof and alia the discovery and aetual production 
of oil or gos from the leased prunises such production lhcrcof should ceasc llom any cause. this lease shall not u:rminate if on or before the Clljliration of sixty (60) days 
from dale of compk:tion of said dry hole or CCSSllion of production Lessee conuncncc:s additional drilling or rcworl<ing operations lhcrc:on, or pays or tenders the next 
annual delay rental in the same mlliDcr IS provided in this lease. If. dwing the last ycor of the primary term or within sixty (60) days prior thereto, a dry hole be: 
oornplctcd and abandoned, or the production of oil or gos should ceosc for any cause, Lc:ssc:c's rights shall remain in full f01cc and effcx:t without further operations until 
the expiration of the primary tum; and if Lessee has not resumed production in paying quantities at the expiratioo of the primary tum, Lc:ssc:c may m!Untain this lease 
by conducting additional drilling 0< n:working opcrllions pursuant 10 Pl111g111flbiJ, using the Clljlinlion of the primary tc:tm os the dac of CCSSllion of production under 
~ 13. Should the fUSI well or any subsequent wdl drilled on the above clcsmbcd land be: oornplctcd os a shut-in oil or gos well within the primary t.enn bcrcof. 
Lessee may resume payment or the annual rental in the same manner IS provided herein on or before the rental paying dac following the expiration of s ixty (60) days 
llom the dale of compk:tion or such shut-in oil or gos well and upoo the fai.lure 10 make such paymmt, this lease shall ipso faeto terminlle. If 11 the cxpir1ltion or the 
primary tc:tm or any time tbcrca1la a shut-in oil or gos wdl is locat.cd on the leased pruniscs, payments may be made in ll<lllOr11ance with the sbul-in provisions bcn:o( 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the Clljliration of the primal)' tum, ncilhcr oil no< gos is being 
produced on said land, but Lessee is then en&l&cd in drilling or reworking Opc:tlllions lhcrcon, this lease shall remain in force so long as opcr11ions on said well or for 
drilling or rcworkmg of any additional weliiiC prosecuted in good faith and in workmanlike manner without inlc:tnlptioos lOI.IIing more than sixty (60) days dwing any 
one such opcntion, and iflhc:y resull in the production of oilltldlor gas, so long thcrQ&r u oilltldlot gos is procluced in paying qUIIIllities from said land, or payment 
of shut-in oil or gos well royalties or oornpc:nsatory royalties is made IS provided in this lease. 

13. CESSATION, DRIWNO, AND REWORKING. If. alia the ClljlirMion of the primary tam, production of oil or gos from the leased pranises, alia 
once obtained, should cease from any cousc, this lease shall not t.aminatc if Lc:ssc:c commcoccs additional drilling or reworking opcnotions within sixty (60) days alia 
such cessation, and this lease shall remain in full force and effcx:t for so long os such opcrllions continue in good faith and in workmanlike manner without interruptions 
lOI.IIing more than sixty (60) days. If such drilling or reworking operations result in the prodUClion of oil or gos, the lease shall remain in full force and effect for so long 
os oil or gos is produced llom tbc leased pmnises in paying quantities or payment of shut-in oil or gos wdl royalties or payment or oornpc:nsatory royalties is made IS 

provided herein or as provided by law. If the drilling or reworking opcrllions result in the compJction of a wcU os a dry hole, the ICOIK wiU not t.cnninll<: if the Lessee 
COIMICflCCS additiooal driUing or reworking opcrllions within sixty (60) days alia the completion of the well IS a dry hole, and this lease shaU remain in effCCI so long 
IS Lessee continues driUing or n:working opcrllions in good faith and in a worbnanlikc manncr without inlc:tTUptions lOI.IIing more than sixty (60) days. Lessee shall 
give wriu.cn notice 10 the: Gencnl Land OffiCe within lhiny (30) days of ony CCSSllion or production. 

14. SHUT-IN RO YALTIES. For pwposcs of this pantgnlph, "well" means any wdlthat has bc:cn wigncd a well number by the state ~&ency having 
jurisdiction over the production of oil and gas. If, 11 any time alia 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 produeins oil or gos in paying quantities is locat.cd on the leased premises, but oil or gos is not being produced for lack of 
suitable production facilities or lack of a suitable market, then Lessee may pay os a shu1-in oil or gos royally an amount equal to double lhc: annual reolal provided in 
the lease:, but not less than $1,200 a yar for each wdl capable of producing oil or gos in paying quantities. If Pangapb 3 of this lease does not specify a delay rental 
amount. lhcn fO< the: purposes of this paragrapll.the delay rcnlll tmoun1 shaU be one dollar (S 1.00) per ~ To be efiec:tivc, each initial shut-in oil or gos royalty 
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must be paid on or before: {I) lhc expinuion oflhe primary term, {2) 60 days after lhe Lcsscc c:cascs 10 produce oil or gas from lhe leased premises, or (3) 60 days after 
Lcsscc c:omplcles a drilling or rewOO<ing opcnlion in accordance wilh lhe lease: provisions; whichever dale is lalc:sL Sucll payment shall be made one-half ( 112) 10 lhe 
Commissioner of lhe General Land OffiCe and one·half {112) 10 lhe owner of lhe soil If lhe shill-in oil or gas royali)IIS paid, lhe lease shall be coruoder«<IO be 1 

producing lease and lhe poyment shall extend lhe 1erm of lhe lease for • period of one ~ from lhe end of lhe primlry 1erm, or from lhe lim day of lhe monlh 
following lhe monlh in ,.flieh production ceased, ond, after llut, if no suiiOblc production focilities or suiuobk martd for lhe ool or gas ex ISIS, Lcsscc moy extend lhe 
lease for four more succ:cssive pc:riods of one { I)~ by plying lhe some omoun1 codl ~on or befcn lhe cxpintioa of codl shill-in~-

IS. COMPENSATORY ROYALTIES. If, during lhe period lhe lease is kept in cffcc:t by poymcnl oflhe shul·in oil or gas royolly. ool or gas os sold and 
delivered in plying quontilics from 1 wciiiOCIIcd wilhin one lhouslnd { 1,000) fcc:t oflhe leased premises and completed in lhe some producing n:scrvoor, or in lilY casc: 
in which drainage is occurring lhe righllo continue 10 mlinwn lhe lease by payinglhe shut-in oi l or gas ro)'llly shill cease, butlhe lease shall remain effective for lhe 
remainder of lhe y ... for which lhe royally has been paid. The Lcsscc may moincain lhe lease for four more successive years by Lcsscc poying cornpensa1ory royall)lll 
lhe royally nuc provided in lhe lease of lhe marlcd value of production from lhe well causing lhe dnlinoge or which is cornplelcd in lhe same producin& n:scrvoir and 
willoin one lhousand {1,000) fo:a of lhe leased pmniscs. The cornpeRSilory royolcy is 10 be paid monlhly, one-half {112) 10 lhe Commissioner of lhe GcncnJ Land 
Offooc and one-half{l/2) 10 lhe owner oflhe soil, bcginnin& on or before lhe las! day oflhe monllo followin& lhe monlh in which lhe oil or gas IS produced from lhe well 
causing lhe cninogc or !hoi is completed in lhe some: producing n:scrvoir and localcd willoin one lhousand {1,000) feCI of lhe leased pmniscs. If lhe compensalory 
royalcy paid in .,y 12-monlh period is in., IIOOI.Wltless lhln lhe 1Muol shul-in oil or gas royalcy, Lcsscc shall pay 111 amoun1 cquoJ 10 lhe diffcrcncc wilhon lhorl)l {30) 
days from lhe end oflhe 12-<nonllo period. Compensalory royally paymeniS which arc not timely paid will aocc:rue penally and inleR:SI in accordance wolh PltiCI"Ph 9 of 
Oois lease. None of lhesc provisions will relieve Lcsscc oflhe obligation of reasonable dcvclopmcnc nor lhe obligation 10 drill offici wells os provided on Texas Narural 
Resources Code S2.173; however, llllhe dclamin111ion oflhe Commissioner, and willo lhe Commissiona's wrincn _.,.al, lhe paymcn1 of~ royalties.., 
Sllisfy lhe obliglllion 10 drill offici wel ls. 

16. IUIT AJNEO ACREAGE. Norwillosuonding ony provision of lhis lease 10 lhe conlrlry, after 1 well producing or capoblc of produc:tng oil or gas has 
been completed on lhe leased pmniscs, Lcsscc shall exercise lhe diligerooc of 1 rcasoruobly pruclcnl opcn1or in drillin& such addilionol well or wells as moy be 
rcasonobly nca:ssary for lhe proper development of Ooe leased premises and in marketing lhe prodU<1ion lhen:on. 

(A) VERTICAL- ln lhe even! lhis lease is in foocc and effcc:t two {2) years after lhe expirllion dale of lhe primary or extended cam ic shalllhen 1erminalc 
os co all of lhe leased pmnisc:s, EXCEJYf (I) 40 ocrcs surrounding each oil well copable of producing on poying qu..cities and 320 acres surround in& codl gas well 
capoble of producing in poyin& qu1111itics {including 1 shuc-in oil or gas well as provided in PltiCI"Ph 14 hcrcol), or 1 well upon which Lcsscc is then cnpgcd in 
continuous drilling or rewOO<ing opcnaions, or (2) lhe number of acres included in a producing pooled unil punuoniiO Tcxos NIIIUral Rcsouroes Code S2.1SI -S2.1Sl, 
or {3) such grau:r or lesser number of acrcs as moy lhen be allocau:d for production purposes 10 a prorllion unit for codl sueh proclucin& well under lhe nalcs and 
rcguiMions of lhe R.ilroed Commission ofTcxas, or .,y succ:cssor lfPICY, or Olhcr govcnuncniAI audlority havingji.Wisdiction. lf 111 any time after lhc cffcc:t:ivc dale of 
lhe portial lerminlllion provisions hcroof, lhe applicable fodd rules an: changed or lhe well or wells locau:d !hereon arc rcclassifocd so !hoi less ~<rQ&C is lhercallcr 
allocllcd to Slid well or wells for production purposes, Oois lease shall !hereupon 1ermin11e as 10 all acrcacc not lhercallcr allocacd co said well or wells for production 
purposes. Norwilhslandinglhe 1crmin111ion ofllois lease as 10 a portion oflhe lltlds covered hereby, Lcsscc shall ncvcrthclcss concinuc 10 have lhe right o f insrcss 10 and 
egress from lhe londs Sl.ill subjcciiO lhis lease for all purposes dcscribcd in Pangraph I hereof, logcthcr willo caserncniS and righ~f-way for eJtislingi'Oids, cxistin& 
pipelines and Olhcr existing facilicics on, over and across all lhe lltlds described in Paragraph I hcroof ("lhe recaincd lltlds"), for aca:ss co and from lhe rdlincd lltlds 
and for lhe galhcring or lrWISpor111ion of oil, gas and Olhcr minerals produocd from lhe rclaincd lands. 

(B) HOIUZONT AI.. In lhe cvcnl Oois lease is in foocc and effcc:t two {2) r-s after lhe cxpinotion dale of lhe primary or cxtcndcd 1tnn il shall further 
laminlllc oslO all clcpths below 100 ka below lhe IOUI dcpch drilled {hcKinalla "deeper clcpths") in codl wellloclllcd on acn:ace n:taincd in~ 16 {A) above, 
unless on or before two {2) years after lhe primary or extended 1erm Lcsscc poys an amounl cquoJ 10 one-half {112) of lhe bonus pri&inally paid as c:onsidcntion for lhiS 
lease {as spccifocd on page I hcrcof). If such lfliOUIK is poid. Oois lease shall be in fora: and effcc:t as 10 such deeper depths. and said lerminlllion shall be dcloycd for on 
oddicionol period ofrwo {2) years and so long lhercallcr os oil or gas is produced in poying quanlitics from such deeper dc:piJIS covered by Oois lease. 

{C) IDENTIFICATION AND FILING. The surface o=a&e rclaincd hereunder oslO each well shall, as nearly as pnoo;tical, be in lhc form ofo sq~ willo 
lhe well loc:ascd in lhe ccnlcr lhercof, or such Olhcr shope as may be approved by lhe Commissioner of lhe GcncnJ land Offooc. Willoin lhirl)l (30) days after ponial 
ccrrninlllion oflhis lciSc as provided herein, Lcsscc shall cxccucc and record a n:leasc or n:lcascs concaining 1 Sllisfaclory lcpl description of lhe o=asc and/or dc:piJIS 
not rCIIincd hereunder. The recorded release, or a a:rtifocd copy of some, shall be filed in lhe GcncnJ Land Offocc, IC<lOmponied by lhe filing fcc prescribed by lhe 
General Land Offooc rules in cffcc:t on lhe dille lhe release is filed. If Lcsscc fails or refuses 10 cxcaoiC and record such release or releases willoin nincly (90) days after 
being rcquc:slcd 10 do so by lhe GcncnJ Land Offocc, lhen lhc Commissioner 11 his sole discrdion moy dcsi~ by wrincn iruuumc:n11he o=asc andlor dc:piJIS to be 
released hcn:undcr and record such instnuncnc 111 Lcsscc's CXperiSC in lhe councy or counties wtoc.c lhe lcasc: is locau:d and in lhe official records of lhe GcncnJ l..and 
Offooc and such dcsigno&ion shall be binding upon Lcsscc for all purpoocs. 

17. OFFSET WEU.S. Ncilher lhe bonus, dcloy rcnlals, nor royalties poid. or 10 be paid, under Oois lease shall relieve Lcsscc of his obliption 10 prou:cc 
lhe oil and ps wodalhc above«:scribed land from being drained. Lcsscc, sublcsscc. r=iver or Olhcr ~&CD~ in conuol oflhe leased pmniscs shall drill as many wells 
as lhe fiCU moy justify and shall use appropriate me.~S and drill co a dcpch ncc:cssary 10 prcvcn1 undue clrainage of oil and gas from lhe leased pmniscs, In addition., if 
oil and/or gas should be produced in c:ommcn:ial quontilies willoin 1,000 feCI of lhe leased pn:miscs, or in any case wtoc.c lhc leased pmniscs is being drained by 
production of oil or gas, lhe Lcsscc, sublcsscc, receiver or Olhcr ~&CD~ in conlrOI oflhc leased premises shall in gPOd failh begin lhe drilling of 1 well or wells upon lhe 
leased pmniscs willoin 100 days after lhe draining well or wells or lhe well or wells cornpldcd wilhin 1,000 fo:a oflhe leased pmniscs start producing in commercial 
qiWIIitics and shall prosccucc such dri ll ing wilh diligence. Failure 10 Sllisfy lhe slalUIOry offici obligotion moy subjccllhis IelSe 111d lhe owner of lhe soirs agcnc:y 
righcs 10 forfeib.R. Only upon lhc dclamin111ion of lhe Commissioner of lhe GcncnJ l..and Offooc and willo his wrincn _.,.a1 moy lhe poymenl o f oompalSIIory 
royalty under ..,ticablc SUtuiOry plr'IIDda1 SlllisfY lhe obliglllion 10 drill an offscl well or wells required under Oois p~ 

18. FORCE MAJEURE. If, after a gPOd faillo effort, Lcsscc is prcvcnli<d from complying willo any express or implied COVCIIIIII of this lease, from 
conducting drilling opcntions on lhe leased pmniscs, or from proclucin& oil or gas from lhc leased pmniscs by reason of-. rebellion, riots. sarilccs. ocu of God, or 
any valid order, rule or rcgullllion of ~vcrnmcnlllllhoril)l. lhen while so prcvenled, Lcsscc's obliption 10 comply wilh such covcnan1 shall be suspended and Lcsscc 
shall not be liable for damogcs for failure 10 comply wilh such c:oYCDIRIS; addicionally, Oois lease shall be cxlcndcd while Lcsscc is prcvenlcd, by ony such o:ausc, from 
conducting drilling and rcwodting openolions or from producing oil or gas from lhc leased premises. However, nolloing in lhis poragnopb shall suspend lhe poymcnl of 
delay rcnLIIs in order 10 maincain Oois lease in effcc:t during lhe primary 1erm in lhe obsc:ncc: of such drilling or rewOO<ing opcntions or prodU<1ion of oil or gas. 
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19. WARRANTY CLAUSE. The owner oflhc:soil warnnts and agrees 10 clcfcnd uck 10 lhc: leased premiscs. lf lhc: owner oflhc:soll clcfoults m payments 
owed on lhc: leased premises, then Lcsscc may rcdccm lhc: risbts of lhc: owner of lhc: soil in lhc: leased premises by paying any mortj!.lge. W<es 0< other liens on lhc: 
leased pmnises. If Lcsscc makes payments on behalf oflhc: owner oflhc: soil under thiJ paragraph. U:sscc may recover lhc: cost of these payments from lhc: ren tal and 
royalties due lhc: owncr of lhc: soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lflhc: owner of lhc: so•l owns less than lhc: entm undiviclcd surfocc cswe tn lhc: above described 
land, whclbcr or 1101 Lcsscc's in&acSt is specified hcrcin, lhc:n lhc: royalties and rental bcrcin proviclcd 10 be paid 10 the: owner of lhc: soil shall be paid 10 him in the: 
proportion wtUcb his inlaCSt boors 10 lhc: cntiie undivided surfocc cswc IIOd the: royalties lind raiUII bcrcin provided 10 be paid 10 lhc: Commissioner of lhc: GcncnJ 
Land Office of the: State ofTcus shall be likewise proponjooauly reduced. However, before Lcsscc ldjl$$ lhc: royal!)' or rental due 10 lhc: CommiSSioner of lhc: 
Gcncnl Land Office, Lcsscc or his IIUihori%.cd rcprcscntotive mUSI submit 10 the Commissioner of lhc: GcncnJ Land OffJCC a wriUt:n st&IWlent which explains lhc: 
disacpoocy between the: iotacs1 pwponcdly lcascd uoda this lease IIOd the aaual intaat owocd by the: owner of the: soil The Commissioner of the: GcncnJ Land 
OtfKX shall be paid the: value of lhc: whole prodiiCtion allocable 10 any undiviclcd in&acSt 1101 covered by a lease. less lhc: proportiorwtc dcvdopmcniiiOd production COSI 
allocable 10 such uodivided iniCRSl. However, in no event shalllhc: Commissioner of lhc: Gcncnl Land OtfKX rcc:civc as a royal!)' on lhc: 8JOSS prodiiCtion allocable 10 
lhc: undivided inlaCSt no1 lcascd an ornount less than the value of ooc-sixt=tll ( 1/ 16) of sud! poss production. 

(B) REDUCTION OF PAYMENTS. lf. durin& lhc: primary tam, a portion of the: land covcrcd by this lease is included within the: boundaries of a 
pooled unit tb.ll bas been approved by lhc: Sd>ool Land Bootd and lhc: owncroflhc: soil in ~dance with Nonnl Rcsoun:cs Coclc Sc:clions S2.1SI-S2. 1S4, ofir, atany 
time a1l.cr lhc: capU.ion of lhc: primary term 0< lhc: c:xtcndcd tam, this lease covers a lesser number of eac:s than lhc: 10ta1 amount described herein, payments tlllt arc 
made on 1 per acre basis hcrcwldcr shall be rcducod accoolin& 10 the: number of eac:s poolocl, released. swn:ndcrcd, or otherwise seve rod, so t1111 payments dc:u:rmincd 
on a per acre basis Wider the tcnns of tlliJ lease during lhc: primary term shall be calculated ba$Qd vpoo tile number or KR:S 0111Sidc lhc boondlrics or 1 pooled Wlit, or, 
if a1l.cr tbc expiration of lhc: prinwy term, the number of acres ICU!ally retained and coveted by til is lease. 

21. USE OF WATER. Lcsscc shall have the risbtiO usc wata producod on said land ncccssary for opcrllions uoda tllis lase c:xccpr wlllcr from wciiJ or 
links of the ownc< of the: soil; provided, however, Lcsscc shall no1 usc porable W&LCr or W1IICt suillble for livC510Ck or irriplioo purposes for Wlllai1ood opcnl.ions 
withoutlhc: prior consent oflhc: owner oflhc: soil 

22. AUlllOIUZEO DAMAGES. Lcsscc shall pay lhc owner or the soil for dama&cs caused by its operations 10 all pcr$00111 property, unprovcmcnu, 
livcsiOCk lind crops on said land. 

23. PlPEUNE DEP'Ili. Wbcn requested by lhc: owner of the soil, Lcsscc shall buty its p1pelincs below plow depth. 

24. WEU.. LOCA noN LIMIT. No well shall be drillcd nearer than two hundrcd (200) fcctiO any house or bam now on said premiSeS -..,thout the writlal 
c:onsct1t of the owner of lhc soil. 

2S. POU..UTION. In clcvcloping tillS area, Lcsscc shall usc the hi&bcst dcpcc of care and all proper wcsuards 10 prevent poUuuon. Wuhout limilln& tile 
forcgoin&, pollution of CX*tal wulands, natwal wa&crwlys, rivers and impounclcd watcr shall be prcventcd by lhc: usc of containment fxil ities sufficient to, prevent 
spillage, seepage or sround wata comaminatioo. In the event of pollution, Lcsscc shall usc all ITICIIliS at its disposal to rCCIIp(W'C all escaped hydrocarbons or other 
pollutant IIOd shall be responsible for all daruage 10 public lind prival<: properties. Lcsscc shall build and maintain fcoocs IIOIIIId its slush, sump. •ld ~ pits and 
tank baUcries so as 10 protc<:l livestock 8jlllin>t loss, damage or injury; and upon completion or abondoomcnt of any wdl or wciiJ, Lcsscc shall fill and level all slush 
pits and cellars and c:ompi<:U:Iy clean up the drilling site or all rubbish tbc:rcon. Lcsscc shall, while conductin& opcntioos on the leased prcrniscs, keep said premises free 
of all rubbish, ems, boltlc:s, paper cups or garbage. and upon completion of operations shall n:storc lhc: surface of the land 10 as ncar its original condluon and contours 
as is practicable:. Tanks and equipment wiU be kept painted lind pn:smtablc. 

26. R.EMOV AL OF EQUIPMENT. Subject 10 limitations in til is pln&llljlh, Lcsscc shall have the risbtiO remove macbinay and fiXtUres ploccd by Lcsscc 
oo the lcascd premises, including lhc: right 10 clnw and remove casin&, within one hundred lWalty (120) days after the: cxpiratioo or the termtna100 of thiS lease unless 
the owner of the soil gnnts Lcsscc an c:xlcriSion of this 120-day period. HowcVC<, Lcsscc may no1 rctnoYC casing from any well Qlpllblc of prodUCIII& oil IIOd ps in 
paying qUIIIlilics. A.ddilionally, Lcsscc may no1 clnw lind rctnoYC casin& Wltil a1l.cr thirty (30) days wriu.cn 1101ioc 10 the Commissioner of the GcncnJ Land OtfKX lind 
10 the owner of the soil The owner of the soil shall bccomc the owner of any macllincry, fiJIIun:s, or casin& which arc no1 timely rcmovcd by Lcsscc under lhc: terms of 
tbiJ pwagraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in tllii pln&l1ljlh lind ~ 29 of til is lease. the: ri&hts«ld CSIMCS of either party 10 tbiJ 
lease: may be assipcd. in whole or in pan, and the provisions of this lease shall CJCia>d 10 and be bioclin& upoo tbc:ir bcin, c1cvisccs, lcpl rcprcsc:ntativcs, suc:cx:sson and 
assi(pU. Bo-..cver, a c:han&e or division in ownership of the land, rentals, or royalties will not cnlat&c the obligations of Lcsscc, diminish lhc: ri&hts, priv•lc&cs lind 
cst.aU:S of Lcsscc. impair the: cffoctivcncss of any pa)1DC11l made by Lcsscc or impair the cffoctivcncss of any act performed by Lcsscc. And no change 0< division in 
ownership of the land. rentals, or royalties shall bind Lcsscc for any pwposc until tllirty-(30) days a1l.cr tbc owner oftbc: soil (or biJ heirs, clcvisccs, lc&al rcprcscntatives 
or assi(pU) fumisb<s the Lessee with Sllisfaaory wriu.cn cvidcnoc of the cllaose in ownership, including the: original RlCO<cicd mwimcnts of title (of a c:atifiCd copy of 
such original) when the: ownership changed because of a conveyance. A IOtal 0< panial assi&Jllllcrlt of this lease shall, 10 lhc: c:xtcnt of lhc: intacslassi&ncd, relieve and 
discl:>ar&c Lcsscc of all ~ucnt obli&&rions under tllis lc:asc. It til is lease is assigned in its entirety as 10 only part of the acn:agc, the right IIOd option 10 pay rentals 
shall be apportioned as bctwccn the several owners ratably, accordin& 10 the area of cadi, lind fall~~rc by one or more of them 10 pay his share of the rental shall no1 
aiicct tbiJ lease on the pan oftbc: land upon wtUcb pro .-a raiUIIs ... limdy paid or laldcrcd; bowcvcr, if the assignor or assi~ dues no1 ftlc a c:atificd copy of well 
assignmc:nt in lhc: ~ Land Office before lhc: next rental payin& date, the entm lease shall terminate for fall~n 10 pay lhc: entire rental due uoda Pangraph 3. 
Every assi~ sball suca:cd 10 all risbts IIOd be subject 10 all obliglllions, liabilities, and pcrtaltics owcd 10 the State by the originallcsscc or any prior assi~ of lhc: 
lease. including • Y liabilities 10 the State for uopoid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any proviJion in Parqraph 27(1), if the owner of the soil acquires til lS lase m whole or in pod 
by assignmc:nt wilhout the prior wriUt:n approval of the Commissioner of the: Gcncnl Land Offioc, tllis lase is void as of the time of assignmc:ntlind the IIII"""Y power 
of the owner may be forfeited by the Commissioner. An assisnmcnt will be lrcatcd as if it were made 10 the: owner oftbc: soil iftbc: assi~ is: 

( I) a oomincc of the: owner of the soil; 
(2) a c:o<poBiion or subsidiary in which the owner oftbc: soil is a principal siOCkholder or is an employee of such a corporation or subsidiary; 
(3) a partnc:ahip in which the: owner of the soil is a panncr or is an employee of such a pannc:rship; 
(4) a principal SIOdcholder or employee oftbc: corpcnlion whidl iJ lhc: owner oftbc: soil; 
(S) a partner or employee in a pannc:rship which is the owner oflhc: soil; 
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(6) afi6uciery for the owna of the soil; includm& but no1 hmoled 10 a cuan!ian, IIUSICC, executor, administnlor, r=ovcr, or conservator-for the 

owner of the soil; or 
(7) a family member of the owner of the soil or related to the owna of the soil by motrioge, blood, or adoplion. 

28. RELEASES. Under the conditions oontaincd in this parqJlllllt lnd 1'.-qnph 29, Lcsscc may at any time execute and deliver to the owna of the soil 
lnd place of record a rei._ or relc&scs covcrin& any portion or port ions of the leased premises. lnd thereby surrender this lc&sc as 10 such portJon or portions, and be 
relieved of all subsequent obligaaions as to aa-cage surrendered. If any pan of this lease: is properly surrcndcrcd, the delay rental due under this lease: shall be reduced by 
the proportion that the surrendered acreage bears to the acrcace which was covered by ·this lc&sc immediau:ly prior to such surrender, however, such release will nol 
relieve Lcsscc of any liabilities which may have aocrucd under this lc&sc prior 10 the surrender of such liCrcogc. 

29. FILING OF ASSIGNMEm"S AND RELEASES. If al l or any part of this lease: is assigned or rdcascd, such assicnment or rdcasc: must be recorded 
in lite COUIIIY where the lind is situated, and the recorded instrument or a oopy or the recorded inslrwnent unifoc:d by the County Cieri< of the county in wltid! the 
insuumc:nt is recorded, must be filed in the GcncBJ Land Otrocc within 90 days of the last cxccutiorl date IICCOOipanicd by the pn:scribcd filin& fcc. If any such 
assicnmcnt is no1 so filed, the ri&hts acquired under this lease: shall be subject 10 forfeiture at the option of the CommtsSioncf of the GcncBJ Land Otrocc. 

30. OISCU>SUR£ CLAUSE. All provisions pcrtainin& 10 the lc&sc of the abovo-dcscribcd land have been included in lhis instrument includin& the 
sta1ane11t of the true consiclcnljon 10 be paid for the cxccutiorl of this lc&sc and the ri&hts and duties of lite parties. Any coli..,. "CJ'CCmCl'ts conc:cmin& the 
development of oil and ps from the leased premises which arc no1 oontaincd in this lc&sc render this lc&sc invalid. 

31. FIDUCIARY DUTY. The owna of the soil owes the State a fiduciary duty lnd must Fully disclose any facts affecting the Swe's inte= in the leased 
premises. When the intrrcsts of the owna of the soil conOid with tho5c of the Slate, the owna of the soil is obligaacd 10 pu1 the StaiCs intacsts before his pa10Ral 
interests. 

32. FORFEITURE. If l.<ssec shall fail or refuse 10 make the payment of any sum within thiny days aner it bccomc:s due, or if Lcsscc or an authorittd 
agent should knowingly make any false <dum or false report oonccming produdion or drill in&, or if Lcsscc shall fail or refuse 10 drill any offset well or wells in cood 
faith os required by law and the rules and regulations adoplcd by the Commissioner of the Gcn<nl Land Otroce, or if Lcsscc should fail 10 file rcporu tn the manna 
required by law or faiiiO comply with rulcslnd regulations promulpted by the GcncBl Land Otroce, the School Land Board, or the Railroed Commission, or ifLcsscc 
should refuse the proper IIIAhority access 10 the records pertaining 10 opcntions, or if Lcsscc or an aulhoriud agent should knowingly fail or refuse 10 give c:orrcct 

infonnotion 10 the proper authority, or knowingly fai.l or refuse 10 furnish the Gcn<nl Land Otroce a c:o<rcct lo& of any wd~ or if Lcsscc shall knowingly violau: any of 
the tn*rial provisions of lhis lease. or if this lc&sc is assipw:d and the assi..,..... is 1101 filed in the Gcn<nl Land Otrta:: os required by law, the ri&hts acquired undcr 
this 1._ shall be subjcd 10 forfd ture by the Commissioner, and he shall forfeit same when sutrtcicntly informed of the facts whodt outltortu a forfeiture, and when 
forfeited the area shall again be subject to lc&sc under the terms of lite Rdinquishmcnt Act. However, nolhin& herein shall be construed os waiving the automalie 
tcrminaion of this lease by opcralion of law or by reason of any spcciallimitaion arisin& hcmmdcr. Forfeitures may be SCI aside and this lc&sc and all ri&hts thereunder 
reinsuocd before the ri&hts of another inlavcnc upon .. is factory cvidcncc to the Commissiortcr of the GcncBJ lAnd Otroce of f.....-. """""iancc with the provisions of 
the law and of this lcasclnd the rulcslnd regulations that may be adopled rel11ive hereto. 

33. LIEN. In accord.,.., with Texas Natural Resources Code S2.136, 1he State shall have a first lien upon all oillnd cos produced from the area covered 
by lhis lease 10 secure payment of all unpaid royalty and other sums of money lhal may bcc:omc due under this lease. By acccpuncc of this lease, Lcsscc pants the 
Sooe, in additiorl iO the lien provided by Texas Natural Resources Code S2.136 and any other applicable statutory lien, an express contr11C1ual lien on and security 
interest in all leased minerals in and extniCicd from the leased prcmiS<:S, all proceeds which may accrue to Lcsscc from the sale of such leased minerals, whclbcr such 
procccd.s arc held by Lcsscc or by a lhird pony, lnd all fixtures on and improvcrnc:nts 10 the leased premises used in conncdiorl wilh the prodUdion or processina of 
such leased mincnls iA order 10 secure the payment of all royalties or other omouniS due or to bcc:omc due under this lease -.1 10 sccun: paymcn1 of any clama&cs or 
loss lhal Lessor may suffer by reason of Ldsccs bn:ach of any covenant or conditoon of this lease. whc:tltc:r express or implied. This lien lnd sc:c:urity inte= may be 
forcclollcd with or withola court prooccdinp in the manner provided in the Ti tle I , Chapter 9 of lite Texas Business and Commcra: Code. Lcsscc agrees that the 
Commissioner may require Lcsscc 10 accute and record such inslnomcnts os may be rcosonably ncccssary 10 acknowlcd&c. auacb or perfect this lien. Lcsscc hereby 
rcpracnts lhal then: ... no prior or sup<rior liens Irisin& from and rclaling 10 la5«s ac::1ivitics upon the abovo-dcsaibcd property or from la5«s acquisition of this 
lease. Should the Commissioner Ill any time clctcrminc lhal this rcprcscntlllion is no1 true, then the Commissioncf may dc:etarc this lc&sc forfeited as provided herein. 

34. POOLING. Lcsscc is hereby panted the ri&ht 10 pool or unitizlc lite royalty iniUCSI of lite owna of lite soil under th is 1._ with any other leasehold 
or mincnl inlcrc:sl for the cxplorlllion, development and produc:lion or oil or cos or either of Lhcm upon the some terms os shall be opproved by the School !And Bc.d 
lnd the Commissioner of the General Land Office for lhc pooling or unitwng of the interest of the SUIIe under this lease: pum~ant 10 Texas Natural RC$0Urecs Code 
S2.1 S 1-S2.1 S3. 1bc OwrtCT of lhc soil agrees that lite inclusion of th is provision in this lease satisfocs the execution requirements stated in Texas Natural Rcsourccs Code 
S2.1S2. 

3S. INDEMNITY. Lcsscc hereby releases and dischar&cs the St.atc of Texas aEd the owna of the soil, their officm, employees, partnen, agents, 
oontrac1011, suboontnldorS, &ucsts, invitees, lnd their rcspcclivc succcsson lnd assicns, of and from alllnd any actions and causes of action of every nature, or other 
harm, including environmental harm, for which recovery of dantagcs is sought. indudin&. but nollimited 10, all losses and cxpcnscs whic:lt arc caused by the activities 
of Lcsscc, its off~C~Cn. anployccs. and occnts arisin& out of, inciclcntaiiO, or rcsultin& from, the opcralions of or for Lcsscc on the leased pn:mises bcmJndcr, or tblll 
may arise out of or be oc:casioroc:d by Lc:sscc'1 breach of any of the terms or provisions of this Agn:cmcn~ or by any other negligent or strictly liable act or emission of 
Lcsscc. Further, Lcsscc hereby agrees to be liable for, cxoncrak, indemnity, defend and hold harmless the Swc of Texas and the owner of the soil, their officm, 
employees lnd agents, their succcsson or assigns, againSI any lnd all claims, liabil ities, losses. clamagcs, actions. pcrsortal injury (including death). costs lnd expenses, 
or other harm for which ra:overy or damages is sou&ht under any theory including tort, ....-noct, or suict liability, includin& llltomcyS' fees and other lepl cxpcnocs, 
including lhosc related 10 environmental hazards, on the leased premises or in any way related 10 Lcsscc's failure to comply with any lnd all environmental laws; tho5c 
oris in& from or in any way related to Lcsscc's opcralions or any other or Lcsscc's activities on lite leased premises; tho5c arising from Lcsscc's usc of lhc surface of the 
leased premises; and tho5c lhal may arise out or or be occasioroc:d by Lcsscc's bn:ach or any of lite terms or provisions of this Acrccmcnt or any other act or omissiorl of 
Lcsscc, its din:cton, otroccn, employees. p.wtncrs, occnts. coniJ1ICIOn, suboonlnldOrS, guests, invitees, and their rcspc>dive successors and assigns. Each ossigoxc of this 
Agrccrncn~ or an intcn:st tbcrcon, agrees to be liable for, cxonctllt, indemnify, defend and hold harmless lite Swe of Texas lnd lite owna of lite soil, their officers. 
employees, and agents in the sene: manner provided above in c:onncdion with the activities ofLcsscc, its oiToocn, employees, lnd occnts os described above. EXCEPT 
AS OlllERWISE EXPRESSLY LIMn-ED HEREIN, ALL OF Til£ INDEMNnY OBLIGATIONS AND\OR UAIIILmES ASSUMED UNDER Til E 
TERMS OF TillS AGREEMENT SIIALL ll£ WmiOUT LIMITS AND WTntO\TT REGARD TO lllE CAUSE OR CAUSES TIIEilEOF (I:XCLUDING 
PRE-EXISTING CONDmONS), STRICf LIABI.LnY, OR TilE NEGLIGENCE Of' ANY PARTY OR PARTI ES (INCLUDING TilE NEGLIGENCE OF 
TilE INDEMNIFIED PARTY), WUETIIER SUCII NEGLIGENCE BE SOLE, JOINT, CONCURREIVT, ACfiVE, OR PASSIVE. 
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36. ENVIRONMENTAL IIAZARL>S. Lessee shall use the highest degree of care and reasonable safeguards lo prevent contamination ur pollution 
uf a.uy cnvirunmcntol medium. incluc.Jing soil, surface waters. groundwater. sediment~. and surracc or subsurface st.nua. ambient air or any other 
environnu:nlal medium in, on. or under, the leased premises. by any waste, pollulanl, or cunlaminanl. Lessee shallllOl bring or permillo remain on the l<:astd 
rn:miscs any asbcslos conleining materials, txplosivcs, toxic materials. or substances regulated as hazanlous wastes, hazardous materials, 1182.anloos 
subslanccs (as tloe lcnn "llu.ardous Subsllntt" is dtlintd in the Compn:hensivc Envirunmcnlal Response. Compensalioo and Liability ACI (<:EK.CLA). 42 
U.S.t'. Steliuns 9601 , et seq.). or 1oxic substances under any fedc:nl. stele. or loc:al lew or regulation ("lluanluus Mettrials"), txetpl ordinary pnxlucts 
cucnn10nly used in coontcliun with oil and gas exploration end dtvclopmcnl opcn~ions and stored in tloe usual maruoer and quantities. LESSEE'S 
VIOLATION OF TilE FOKEGOING PROIIIBITION SHALL <:ONSTITlffE A MATERIAL BKEACII ANO OEFAULT II EKEUNOEK ANO 
Lt:<;SEE SHALL INOEII1NIFV, IIOLU IIARMLF.SS ANO OEFENO TilE STATE OF TEXAS ANIJ T il E OWNER OP T il E SOIL FROM ANO 
A<:AINST ANY <:I..A IMS, OAMA<;ES, J IIOGMENTS, PENALTIF.S, LIABILITIES, ANO COSTS (IN<:LIJUING REASONABLE ATTORNEYS' 
FEt:.'l A Nil COURT COSI'S) CAIJSf.O UV UR ARISING OUT OF (I) A VIOlATION OF TilE FOREGOING PIWIIIOITION OR (II) T il E 
PRESENCE, RELEASE, OR DISPOSAL OF ANY IIAZARUOIJS MATERIALS ON, IJN OER. OK AUOlff 111E LEASEU PREMISES UURING 
Lt:SSEE'S OCCUPANCY OR <:ONTROL OF lliE LEASEJ> PREMISES. LESS.:f. SHALL CU:AN UP, Rt:MOVE, R.EMt:uY ANU KUAIR 
ANY SUJL OR GROUND WATEK C<INTAIIII NATION ANO OAMA<:J:: CAUSt:O OV 'I liE PRESt:N<:E OK Kt: LEASt: OJ' ANY IIAZA KOOUS 
MATERIALS IN, ON, UNUER, OR ABOUT TilE LEASEU PKEM ISES OURING t.f.SSEE'S OC:<:UPANCY OF Til E LEASEU PHEM ISES IN 
CONFOKIIIANCE WITH TilE REQUIKEIIIENTS OF APPI.ICAIII.E LA W. Til lS INUEMNIFICATION ANO ASSUMPTION SHALL APPLY, 
UIIT IS NOT UMITf.U TO, I.IAUILITV FOK RF.SI'ONSE AC I10NS UNUEKTAKEN PURSUANT TO et:KCLA OK ANY 0 '111t:K 
t:NVIRONMF.NTAI. LAW OR Kt:GUIA TION. l.f:SSt:E SIIAI, I, li\II\IEIJIATF.LY GIVE TilE STAH: OF Tf.XAS ANU lllt: OWN~:K OF Tm: 
SOil. WRfri'EN NOTICt: OF ANY II REACH OK SIISPECTEII OREACII OF TillS Pi\KAGRAPII, UPON U :ARNING OF TilE rRt:SENCE 
OF ANY IIAZA RUOUS 111ATEHIALS, OR UPON Rf.<:EIVING A NOTI<:E FROM ANY GOVERNMENTAL AGENCY PERTAINING TO 
IIA:t.AKOOUS MATERIALS Wlll<:ll MAY AFFE<:f T ilE LEASEO PKEM ISES. TilE OIILICATIONS OF Lt:SSEE II EREUNOEK SHALL 
SURVIVE TilE EXPI RATION OR EA RLIER TEKI\11NATION, FOil ANY KEASON, OF TillS AGREEMENT. 

37. APPU<:AOLE LAW. This IC&St is issued under the provisioos or rcxas Natural Resoura:s Code S2.171 through S2.190, oommunly known as 
Uoe Kelinljuishmcnl Atl, and other epplicable slalules and amendments then:lu, and if any provisioo in this lease dots not conform 10 tloest Slalules, the 
stalulcs will ~ail over any nonconfonning lease provisioos. 

38. EXECUTION. ·n ais oil and gas lease must be signed and acknowledged by the Lessee before it is riled or rc<:ord in the county n:cords and in 
the Gtntral Land Onicc of the Stale ufTtxas. Once lht riling requirements found in PangJaph 39 of this lease have bc:cn sal is lied, the ciTcetivc dale of Ua is 
lease shall be Uoe date fuund on Page I. 

39. LEASE I'ILINO. Pursuonllo Chapter 9 of the TexM Ousir~ and Comnoercc Code, this lease: musl be riled of rceonJ in U1c omcc of the 
Coullly <:lerk in any cuunly in which nil or any part or the leased premises is located, and ccrtilied copies Uaereof must be lilcd in the General Land Onicc. 
'll1i• lease: is not ciTeClive until a ctrtilicd copy of l11is lease (which is made and terti lied by U1e County Clerk from his n:cords) is lilcd in Uoe GcncraiLancl Of 
lice in acconlancc with Texas NalW111 Resources Coclc S2. 183. Additionally.this lease shull not be binding upun lloe Stale unless it recites the aelual and true 
c:ons icleration paid or promised fur excculi<Hl or U1is lease. ' lloe bonos due Uoe Stale and the prcstribtd riling fcc shall accompany such ctrtilied copy lu the 
General Land omcc. 

40. Rentals in lht amount of $160.00 for years two and three of l11is lease have bc:cn prepaid. One half(Y•) of this IUOOUnl has bc:cn paid 10 the 
Lessor ancl O<IC half (Y,) has bc:cn paid lu the Slate of Texas. Kallal for lht fourth year in lht amount or $1 6,080.00 has,nol bc:cn paid and if lht fourth year 
rental is not paid Uoen this lease will upirc. One half(Y,) of the fourth year rental will be paid lo lht ~ ancl oroe half(Y,) will be paid to the Stale of 

T~•· ""''" r«""' '"" ,.. • ""'""" '""" ,..., ~·~ ~•• o,..., ... ~""Y""" .-• _..,..., ""' ""'· 
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I 

S f ATE OF TEXAS 

<= 21~~~-w--
IIY: N.S. I\Ierruw 

TITLE: lnclivi<l lly ru as agent for tlae Slate ofTexas 

l>alc: /6 tP 5 

•• 

STATE OF TEXAS 

OY: 

TITLE: Individually and as egCJll for Uoe Slate of Texas 
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STATE OF 

COUNTY OF z;?AV/5 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared N.S. Marrow. a widower dealing in his sole 
and uou ate prooertv. known to me to be the persons whose names are subscribed to the foregoing instrument, and 
acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the / /Jf-> day of __ :o;5.&o<:J:J.a~Vf-------, 2005. 
l 

.JAME S MIRI 
NOTAIY I'\IU STATE Qf lEW 

COIIIIIIO• 1m111: 
DECEM&~ 17, :zoos 

Notary Public: in and for-~ • 
My Commission expires: f!i:{z -0 $" 
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~--------------------------··-------------------------
•• • • • • • • • •• • • • • • • ••• • 

••••• • • •• • • • • • • •• • • 

•• • •• • • • • • • 
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,-----------------------------------------------------------------------------------------------. 

STATE OF TEXAS 

COUNTY OF MiDLAND 

Before me, the undersigned authority, on this day personally appeared William A. C baUaot, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President of 
C balfaot Properties, Joe. and acknowledged to me that he executed the same for the purposes and 
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

G iven under my hand and seal of o ffice this the 

Tvty .2oos. 

JUDITH K. WIUIAMS 
MY COIAIISSION EXPIRES 

February 7, 2009 

day of 

---------- -·-~· · --·----·-·----- --

FILE MO. 3960 

~ r11\lVI~II~ t fl~l :• t •o'. • • ' • I I. I ' l :~Al l. l!fKIAl, 
011 US( e• '"! ,, S<.l • 1 \ ;: • .::I.CAUS£ UHOI.Dt 
011 R.I.Cl b ,;:I AL oL ~"' ' .. :.;_o ioo l '•OfR If~ 
ln 

FILKD FOIL ll.ltCOilD Olf .THE:...___~.....L.lL---DAY OP __ S::.;EP=.TEMB==E::.R::_ ___ A.D. 2005 10:11 A. M. 

e ;, • 

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

_,----__..,...a.JLD.__ DAY or SEPTEMBER A. D. 2005 11:00 A.M. 

•• • •• • • • • • • 

True and Correct 
copy of 

Qrlginal filed in 
ves County 
~Office 

l 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and lorego~ng IS a lull. true and correct photographic copy ol the 
ong nal record now 10 my lawful custody and possess1on. as the same 1s 
fl 'eQ,recom!ll! 10 rhe pub! c records of m~ oHICe found 10 VOL. J.ll._ 
PAGE _ /_5_ . THRU 83 OFFICIAL PUBLIC 

RECORDS 
I herebycen1hed on ..s.E£T. 9, 200.5__ 

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

• • • • • • • • • • • • •• • • • . .. ~ 
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June 22, 2006 

Attn: Wm. A. Chalfant, CPL 
Chalfant Properties, Inc. 
1502 North Big Spring 
Midland, Texas 79702-3123 

Re: RELINQUISHMENT ACT LEASE No. M- 1 05574 
640.0 acres out of Section 3, Blk. 45, PSL 
Reeves & Culberson Counties, Texas 

Dear Mr. Chalfant: 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under Mineral File number M-105574. Please refer to this 
number in all future correspondence concerning the lease. 

Your remittance of$72,605.00, has been applied as the state's pmtion of the cash bonus $72,480.00 
along with a processing and filing fee in the amount of $125.00. Please let me know if you should 
have any questions. 

Sincerely, 

~ 2-et./_ ~>t ~ ,-
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

' tcphcn F Auqin Buildmg • 1700 I onh Congrcs~ \venue · Austin, Tcx.ts 73701- 1495 

Post Offi~c Box 12873 • 1\ ustin, Tcx.ts 78711-2873 

512-463-5001 • 800-998-'-IG LO 

www.~lo.statc . tx . us 





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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE H AVE THIS DAY JUNE 24 , 2008 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE S UM OF $24,120.00 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 

71812008 TO 7/8/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS 
Survey: PUBI.IC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS 

>AYMENT OPTION TO EXTEND 

.EASE NUMBER TX2330024-001 

lECOROED: BOOK 711 PAGE 66 

'OR CREDIT OF: 

017397 

LEASE DATE: 7/8/2005 

ENTRY NUMBER: 3959 

PROSPECT: KING EDWARD 

COUNTY/ PARISH REEVES STATE TX 
AMOUNT 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 

Acct: 24,120.00 

••• • • • ••• 
1/2 $48,240.00 FOR ADDITIONAL 2 YRS 

•••• • • •••• 
• 

•••• • • •••• 
•• •• • • • • • 

• •• • • • •••• 

1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

(V)- ltJ s s7<-t- c2Lrocv, oo 

fl1- JD557c.f- J'IJJ,QO 
IMPORTANT 

'he attached check is for the person(s) named above. Please date, sign 
tnd return the attached receipts on the day you receive it. If directed to 
t bank, please deposit the amount to the credit to the person(s) named 
tbove and date, sign and return the receipt on the day you receive it. if 
:orrespondence required, please make reference to lease number. 

Date Received _ ____________ _, 

~y .. t~OR 
Sign Here ___ '-----"---,.......,-,,..........------1 ...... ~.lD~ 

PAY 
TO 
THE 

By _______________ ~------------~ 
T~le 

I# lfl@it Mi: {U 1 t!i i !liiiH!'Y i ft•:Ji: Ill Iii. !F# • I Stl£.11:1·• ng \lilt @l:fjp 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848-8000 

••••••••••••• .. ••24,120 ' DOLLARS ' 00 ' CENTS 

COMMISSIONER OF THE GENERAL LAND 

OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 

DATE 

06/24/2008 

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

Subtotal 
24,120.00 

BANK SERVICE 
CHARGES 

0.00 
Grand Total 24,120.00 
Check No. 35130 

35130 

AMOUNT 

$24,120.00 

ORDER 
OF 1700 NORTH CONGRESS, SUITE 600 

AUSTIN, TX 78701 CHESAPEAKE OPERATING, INC. 

~1k_;;~ 
•=t•••••!•t•t"*'s."" t : •:,r ~ ••4=1• •&m••m 1 ,,,.,,m,·t•••· **'• "' "'t' '· rw• 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY JUNE 24, 2008 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $8,040.00 DOLLARS FO R THE C REDIT OF PARTY O R PARTIES NAMED BELOW 

IN A M O UNT STATED PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

71812008 TO 7/8/2010 C OVERING LESSOR'S INTEREST IN LAND DESCRIBED AS : 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS 

;,AYMENT OPTION TO EXTEND 

LEASE NUMBER TX2330024-002 

=!ECORDED: BOOK 711 PAGE 75 

LEASE DATE: 7/8/2005 

ENTRY NUMBER: 3960 

PROSPECT: KING EDWARD 

COUNTY/PARISH REEVES 

=oR CREDIT OF: 

••• • • • • •• 
•••• . . 
•••• 
• 

•••• . . 
•••• 

•• •• • • • • • 

. .. . . . 
•••• 

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

IMPORTANT 

Acct: 
1/2 $16,080.00 FOR AD 

s 

1o5 sr'-f 
Subtotal 

STATE TX 

AMOUNT 

8,040.00 
fhe attached check Is for the person(s) named above. Please date, sign 
md return the attached receipts on the day you receive it. If directed to 
1 bank, please deposit the amount to the credit fa the person(s) named 
tbove and date, sign and return the receipt on the day you receive it. If 
:orrespondence required, please make reference to lease number. 

Date Received COPY fOR 
_ 'P. R ... CC , 

BANK SERVICE 

PAY 
TO 

THE 
ORDER 

OF 

Sign t-iere ___ ~-------------4 

By ----------------------------4 
Tnle 

1: •t••i• wo: bji • • • llj M:•w ,., •• g.am• •nrn . t ::mw:r.; •• ag c. n . r:rg 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CiTY, OK 73154 

405/848-8000 

r••~····~~~-~8.040 • DOLLARS • 00 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

DATE 

06/24/2008 

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

CHARGES 

Grand Total 

Check No. 

0 .00 

8,040.00 

3513 2 

AMOUNT 

$8,040.00 

35132 



. l 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY JUNE 24, 2008 
.. 

TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE SUM OF $16,080.00 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 

7/8/2008 TO 7/8/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS 
Survey: PUBLIC SCHOOL LAND Block/Suffix: 45 Section: 3 Short Desc: ALL OF SEC 3, BLK 45, PSLS 

'AYMENT OPTION TO EXTEND 

.EASE NUMBER TX2330024-003 

~ECORDED: BOOK 711 PAGE 84 

:oR CREDIT OF: 

LEASE DATE: 718/2005 

ENTRY NUMBER: 3961 
PROSPECT: KING EDWARD 

COUNTY/PARISH REEVES STATE TX 

AMOUNT 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 

Acct. ~ 16,080.00 
1/2S32,160.00FORADDI (J 

••• • • • • •• 
•••• • •••• 
• .... 

• • •••• 
•• • • • • • • • 

• •• • • • •••• 

1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

, IMPORTANT 

1 /fl tJUv.A--- ~ 
o L f/'-' c 1 9,LI'O) 
~,.-v .:)J D 

p_ j, ~\\D 

Subtotal 16,080.00 
'he attached check is for the person(s) named above. Please date, sign 
and return the attached receipts on the day you receive it. If directed to 
a bank, please deposit the amount to the credit to the person(s) named 
above and date, sign and return the receipt on the day you receive it . If 
:orrespondence requared, please make reference to lease number. 

Date Received ___________ --! ~~8~~VICE 0.00 

16,080.00 

35134 

PAY 
TO 

THE 
ORDER 

OF 

Sign Here I ;.' '\' r~nR Grand Total 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848·8000 

••••H••••n-... 16,080 • DOLLARS ' 00 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

By 1 rp ( n~ Check No. 

DATE 

06/24/2008 

rnle 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CIIY, OK 35134 

AMOUNT 

$16,080.00 



:.J 
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-' 

:.i: d :.-
d) 

••• • • • •• • 
•••• • •••• 

• 
•••• • • •••• 
•• •• • • • • • 

•• • • • • •••• 
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