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REli.I~QUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 18-Aug-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chalfant Properties, Inc. 

Prim. Term: 5 years 

Royalty: 1/5 

Consideration 

Bonus/Acre 

Rental/ Acre 

County: 

$300.00 

$1.00 

Recommended: ?1-)(3 

Not Recommended: 

Date: 8 · 1 B- 6':J-

----
Comments: 4th year rental will be $200.00 per acre. 

~ease Form 

Recommended: J?..N­
Not Recommended: - - - -
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: C<-tt-

Not Recommended: - ---

Larry Laine, Chief Clerk 

Approved: ;;f)} 
Not Approved: _ __ _ 

Je ffilSStoner 

Approved:r--t-L--
Not Appro ed ___ _ 

Date: 

Date--tJL 
Date: 

Date: 2Co ~~ 

REEVES 
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WILLIAM 1\. C H ALFANT, CPL Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

• •• • • • • •• • 
•••• • • .... 
• 

• • • • • • • •• .. . 
• • • • •• 

• 
••• • • • • • • 

CHALFANT PROPERTIES, INC. 

August 181 2005 

Mr. Drew Reid 
TEXAS GENERAL LAND OFFICE 
1700 North Cong ress Ave. 
Austin/ TX 78701 

{)if & §a5 ...Cr.a1ing and P , opnl.io 

1502 NORTH BIG SPRING 

P. 0 . BOX 3123 

MIDLAND, TEXAS 79702-3 123 

RE: 20 ac out of SE part of Section 24 
Block 571 T-2 1 T&P RR Co Survey 
Reeves Cou nty, TX 

Dear Mr. Reid : 

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

1. Oil and Gas Lease dated July 12, 2005, from The St ate o f Texas, acting by and 
through its agent, W i lliam Louis W ilkinson, covering his interest in 20.0 net mineral 
acres in . The State of Texas to receive lease bonus payment of $31 020.00. 

Also enclosed is a check in the amount of $ 3,145.00, including lease bonus payment and a 
State filing fee of $125 .00. 

Should you have any questions/ please do not hesitate to ca ll. 

Sincerely, 

~.:d---. 
William A. Chalfant/ CPL 

WAC/mkc 
enclosures 

AAPL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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05054151 

6848 CHALFANT PROPERTIES INC. WEST TEXAS NATIONAL BANK 
LEASE BONUS CLEARING ACCOUNT .... NO TX r 

(432) 684·9819 
PO BOX3123 

MIDlAND TX 79702 , 

PAY TO ~ 8/ 18/2005 
~~eoRoE~ TEXAS GENERAL LAND OFFICE J>fj~l 45.00 

Three ll1ousand One llundrcd f orty-Five and 00/100************** ******** * ******** DOLLARS 
Cl. ... , 

TEXA GENER.J\L LAN D OFFICE 
1700 NOR Til CONGRES AVE. 
AU TIN. TX 7870 I 
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General Land Office 
Relinquishment ACI Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 

Ti llS AGREEMENT is rMde and entered into this 12th day or J uly,lOOS. between the State ofTexas,acting by and through its agcn~ Willum 
LouiJ Wilkinson, duling in hiJ sole and sepan1te property of llox 64, Orta, TI 79770 said agent herein referred to as the owner of the soil (wllethcr 

one or more). and CHALFANT PROPERTIES, INC .. of PO OOX 3123, Midland. Texas 79702 hereinafter called Lcsscc:. 

I. GRAN'nNG CLAUSE. For and in considc:rntion of tiN: amounts stated below and of the covenants and agrecrncnts to be paid, kepi and 
performed by Lcsscc under this lease. the State ofTexas. ading by and tltrOUgh the owner of the soil. hereby g11lllt.s. leases and IdS WltO Lessee. for the sole 
and only purpose of prospecting and drilling for and producing oil and gas, la)ing pipe lines. building tanks. storing oil and b01ldong power stations. 
telephor>C lines and other structures thereon, to produce, save. take care of, treat and transport said products of the lease, the following lands situated in 
REEVES County. Swte ofTexas. to-wi t: 

20 acres more or Its.<, out or the Southtast p•r1 or Section 24, lllock 57, Township 2, T& l' Ry. Co. Survey, described by metes ond 
bounds in Worronty Deed doted 3·19-49 and recorded In 12Jnl7 or the Deed Records or Rttvu Co., TX. from C.M. Caldwtllto II all 

Olds ,...f:.L Ll.-1 .l. L f5 

containing 20.0 acres, more or less. TIN: bonus consideration paid for this lease is as follows: 

To the State ofTcxas: Three Thousand Twenty & 00/ 100 
Dollats (S 3 020.00) 

To the owner of the soil: Three Thousnnd TWC!!tY & 001100 
Dollars (ll.QlQ..QQ) 

Total bonus considc:rntion: Six Thousand forty & 00/100 
Dollars IS 6 040.00) 

TIN: total bonus consideration paid represents a bonus of Thrte ll undred T"o Dollars (SJOl.(lO) per acre, on 20.00 net acres. 

2. TERM. SubjCCl to the other provisions in this lease. this lease sh:lll be for a term of~ years from this date (herein C<~lled "primary 
temo") and as long thereafter as oil and gas, or either of them, is produced in paying qunntitieso from said land. 
As used in this lease, the term "produced in paying qunntities" means that the receipts from the sale or other authorilcd commercial use of tiN: substancc(s) 
covered exceed out of pocket operational expenses for the six month~ last past. 

3. DELAY RENTALS. If no well be commenced on the leased premises on 0< before orN: ( I) year from this date, this lease shall terminate. 
unless on or before such anniversary date Lcsscc shall pay or tender to the O\\nc:r of the soil or to his credit in 
the oo TillS IS A PAID· UP LEASE· SEE PARAGRAPH 40 oo Bank. at~ or its successors (which shall continue as the depositO<)' regardless of 
changes in the O\\nership of said land), the amount specified below; in addition. Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL 
LAND OFFICE OF TI IE 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 fO< orN: ( I) year from said date. Payments Wider this paragr.tph shall be in the 

following amounts: 

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

To the State ofTcxas: 
Dollars($ ____________ -' 

Total Rcnwl: 
Dollars($ ____________ -' 

In a like manner and upon like payments or tenders annually, the conuncncement of a " ell may be further deferred for successive periods of one ( I) year 
each during the primary term. All payments 0< tenders of rental to the owner of the soil may be made by check or sight draft of Lcsscc:, or any as.<ignec of 
th is lease, and may be delivered on or before the rental paying date. If tiN: bank designated in this paragraph (or its successor bank) should cease to exist. 
suspend business. liquidate. fail 0< be succeeded by another bank. 0< for any reason fail or refuse to accept rental. Lcsscc: shall not be held in default for 
failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument 
naming another bank as agent to receive such payments or tenders. 

True and Correct 
copy of 

Original f iled in 
••• ••• • Reeves County • • • • • • • • Clerks Office • • • • • • • • • • • • • 
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4. PRODUCfiON ROYALTIES. Upon production of oil and/or gas, Lcssc:e ~to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the S tate of Texas, at Austin' Texas, and one-half (1/2) of such royalty to the 
owner of l.hc soli: 

(A) OIL. Royally payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run lhrough a separator or other equipmcn~ as hereinafter provided, shall be 
I 15th part of the gross production or the market value !hereof, at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be determined by I ) the highest posted price, plus pn:miwn, if any, offered or paid for oil, condensate, distillate, or olhcr 
liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in lhe general area where produced and when~ or 3) the gross proceeds of the sale thencof, whichever is the greater. Lessee agrees that he fore any gas 
produced from the leased premises is sold, used or pnx:cssed in a plan~ it will be run free of cost to the royally owm:rs through an adequate oi l and gas 
separator of conventional type, or other equipment at least as eOicient, so tltat all liquid hydrocarbons recoverable from the gas by such means will be 
recovered. The requirement that such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such tcnns and 
conditions as 1 ht:y prescribe. 

(B) NON PROCESSED GAS. Royally on any gas (including nared gas). which is defined as all hydrocarbons and gaseous substances not defmed 
as oi l in subp<Jtagrapb (A) above, produced from any well on said land (except as provided herein with respect to gas procc:sscd in a plant for the cxlr.lction of 
gasoline, liquid hydrocarbons or other products) shall be I th part of the gross production or tltc market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the htgllestlllW"ket price paid or offered for gas of 
compardble quality in the gcncrdl an:a where produced and when run, or the gross price paid or offered to the producer, whichever is the g,\:attr, prov;ded that 
the ma.><imUlll pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pouods per square inch absolute, and the standard base 
tempcrnture shall be sixty (60) degrees Fahrenheit, corn:ctioo to be made for pressure according to Boyle's Law, and for specific gravity according to tests 
made by UIC Balance MetliOd or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasol ine plant or other plant for the recove-ry of gasoline or other liquid hydrocarbons 
shall be 1/ th part of the residue gas and the loquid hydrocarbons extracted or the market value thcn:of, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due bccein shall be based on one hundred percent (10001..) ofUIC total plant 
production of residue gas attributable to gas produced from this lease, and on fifiy percent (50"!.), or that pc:rccnt accruing to Lcsscc, whichever is the greater, 
of the total plant produc:lion of liquid hydrocarbons attributable to the gas produoed from this lease; provided that if liquid hydroc:ubuos are rooovered from 
gas processed in a plant in which Lessee (or its pan:n~ subsidiary or affiliate) owns an interest, tlx:n the percentage applicable to liquid hydrocarbons shall be 
filly perwnt (50%) or UIC h.ighcst percent accruong to a third pany processing gas tltrough such plant under a processmg agrccrnent negotiated at ann's length 
(or if there is no such third party, the highest pcn:ent then b<.~ng spt:cificd in processing agreements or contnctS in the indusuy), whichever is UJC greater. The 
respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) UIC highest market price prud or offered for any gas (or liquid 
hydrocarbons) of compar.Wlc quality in the gcocrdl area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price 
for the respective grades of liquid hydroearboos), whichever is the g,\:ater. In no even~ bowever, shall the royalties payable under this paragraph be less than 
the royalties which would have been due had the gas not been processed. 

(D) OTI-J.ER PRODUCfS. Royalty on carl>on black, sulphur or any olhcr products produoed or manufactured from gas (exa:pting liquid 
hydrocarbons) whether said gas be "casinghead," "dry", or any other gas, by fractionating. burning or any outer processing shall be l/5th 
part of the gross production of such productS, or the market value thereof, at UIC option of the owner of the soil or the Commissioner of the General Land 
Office, such market value to be detemtined as follows: I) on Ule basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the avc-rnge gross sale price of each product for the same month in which such products arc produced, whichever is the greater. 

5. MINIMUM ROYALTY. During any year allcT the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less thwt an amount equal to tl•e total annual delay rental herein provided; otherwise, then: sball be due and 
payable on or before the last day of UIC month sueeccding the ruutivcr.;ary date of tltis lease a sum equal to UIC total wmual rental less U>c wnoont of royalties 
paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental runown then for the purposes of this paragraph, the delay renllll 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any olhcr provision in this lease, at any time or from time to time, the owner of the soil or the 
Conunissioner of tlte General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner wtdcr this lease be made in kind. The owtt<.T of the soil's or the Commissioner of the Gen<:ral Land 
Office's right to take its royalty in kind shall not diminish or negate the owner ofute soil's or Ute Commissioner of Ute Gencml Land Onice's rigl1ts or Lcss<"\.""s 
obligations, whether express or implied, under this lease. 

7. NO DEDUCfiONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the 
cost of producing. gathering. storing. separuling. treating. dehydr~ting. compressing, processing. trnnsporting. and otherwise malting the oil, gas and other 
products hercwtdcr ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance 
taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produoed hcn:under in any processing plant Notwithstanding any olhcr provision of this lease, and subject to the written consent of the 
owner of the soil w>d tl.tc Commissioner of the General Land Office, Lessee onay recycle gas for gas lill purposes on the leased pn:miscs or for injection into 
any oil or gas producing formation underlying the leased pn:miscs aller Ute liquid hydrocarbons contained in the gas have been removed; no royalties shall be 
payable oo tliC recycled gas until it is produced and sold or used by Lessee in a mannt.T which entitles the royalty owners to a royalty under this lease. 

9. ROYAL TV I' A YMENTS AND REPORTS. All royalties nottakcn in kind shall be paid to U1e Commissioner of the General Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty oo production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules cum:ntly provide that 
royalty on oil is doe and must be n::ceivcd in the General Land Office on or before the 5th day of the second month succccding the month of production, and 
royalty on gas is due and must be received in the General Land Office on or before the 15th day of the second month sueeccding the month of production, 
accompanied by the affidavit of tl1e owner, rnwtagcr or otl•er authorized agent, completed in the fomt and masmer prescribed by the General Land Office and 
sho,v;ng Ute gross wnount rutd disposition of all oil and gas produced and tl1e market value of the oil and gas, togetltcr with a copy of all ducuntcnts, records 
or reportS confmning the gross production, disposition 

• • • 
... 

• • • 
-· • • • 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office • • • • • • • • • • • 
• • • • • 

• • • • • • • 

·. 
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and mar~ct value includ1ng gas meter rcadmgs, pipeline recelpiS, gas line rece1p1S and other checlcs 0< memO<IIIda of1m01m1 produced and pu11n1o p1pehnes, tanks, 0< 

pools and gas hnes 0< gas stonge, and any other reporu 0< records which lhe General Land Office may require to venfy lhe 8JOSS productiOn, dl$p0$1t10n ond market 
volue. In all uses the authonty o r a manager 0< agent to act (O< lhe Lessee hcte1n must be filed 1n the General Land Office. Each royalty payment shall be accomparued 
by a eheck stub, sdledule, summary 0< othct rermnanu adviCe show1ng by the ass1gned General Land Office lcmc: number lhe amount or royalty bemg pa1d on each 
lease If Lessee pays h1s royalty on or before th irty (30) days after the royalty payment was due, then Lessee o"es a penalty of 5% on the royalty or SU .OO, whichever 
tS greater A royolly payment wh1ch is over thirty (30) days late shall accrue a penalty of 100!. of the royalty due or $25 00 wh1chever IS greoter In addition to a penalty, 
royolties shall accrue interest at a rate or 12% per year; such mterest will begm acerumg when the royalty tS sony (60) days overdue AffidaVIIS and supportmg 
documcniS wh1ch are not liled "hen due shall mcur a penalty '" an amount set by the General Land Office admimstrauve rule which IS effeetiVe on the date "hen the 
affidavits or supportmg documcniS ·were due. The Lessee shall bear all respons1b1hty for paying or causmg royalties to be prud as prescnbed by lhe due dale provided 
herem Payment or the delinquency penalty shall in no way operate 10 prohlhillhe Sante's right or forfeitUre as provided by law nor act IO postpone the date on which 
royaltoes were origmally due. The above penalty provisions shall not apply in cases of tide dispute as to the State's portion or the royally or to that portion of the royalty 
in dispute as 10 fai r market value 

I 0 (A) RESERVES, CONTRACTS AND OTI IER RECORDS Lessee shall annually furniSh the CO<nmiss1oner of lhe General Land Office w1th iiS best 
poss1ble estimate or oil and gas rescrves underlying this lease or allocable to th iS lease and shall furniSh sa1d CommiSSIOner with copies of all eontncts under wh1ch gas 
is sold 0< procc:ssed and all subsequent agrccmeniS and amc:ndmeniS to such eontracu with1n th1rty (30) d.lys after entermg mlo or making such eonuacts, ljlrecmcniS or 
amcndmeniS. Such eontraciS and agrecmcniS "hen received by the General Land Office shall be held '" confidence by the General Land Office unless othcrwiSC 
authoriud by Lessee. All other contractS and records pertaining to lhe product1on, tnnsportalion, sale and markctmg of lhe oil and gas produced on SBJd prem1ses, 
mcluding the books and accouniS, receipiS and discharges of all wells, tanks, pools, meters, and pipelmes shall at all 11mes be subject to inspection and exarnina11on by 
the CO<nmiSSioncr or the General land Office, the Allorney General, the Govern()(, or lhe representatiVe of any or them 

(B) PERMITS, DRILLING RECORDS. Wnuen not1cc of all opcra110n5 on thiS lease shall be subm1tted to lhe Cornmiss1oner of the General Land 
Office by Lessee 0< operator five (5) days before spud dale, worlcover, re-entry, temponuy abandonment or plug and abandonment or any well 0< wells Such "nnen 
notice to the General Lnnd Office shall mclude cop1es of Ra1lroad Commiss1on forms for appheal1on to drill . Cop1es or well tesiS, completion reportS and pluggmg 
reportS shall be supplied 10 the General Land Office at the lime they are filed with the Texas Railroad Commission All applieotions, permiiS, reportS or ooher filings thai 
reference this lease or any specific well on the IC3Sed premises and that are subm111ed to the Texas Railroad Commission or any other governmental agency shall 
include the word "State" in the title. Additionally, in accordance with Railroad CO<nmiSSion rules, any Slgnage on the leased premises for the purpose or Identifying 
wells, tank batteries or other associated improvcmeniS to the land must also include lhe word "Stale • Lessee shall supply the General Land Office w11h any records, 
memoranda. IIC(X)Unts, reportS, cuttings and cores, or other 1nforma110n relat1ve 10 the operahon of lhe above-<lescnbed premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electneal and/or rachoaetiVIty survey made on lhe bore-hole sectiOn, from 
the base of the surface casing to lhe llltal depth of well, of all wells drilled on the above described premises and shalllnlnSmit a true copy of the log of each survey on 
each well to the General Land Office within fifteen (IS) days after the making of sa1d s urvey 

(C) PENAL TIES. Lessee shall mcur a penalty "hc:nc\1:r repo<U, documents 0< other matenals are not filed '" the General Land Office "'hen due The 
penolty for I ale filing shall be SCI by lhe General Land Office adminlstralive rule "hlch IS effective on lhe dale " hen the materials were due in lhe General Land omcc. 

I I. DRY IIOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM If , dunng the pnmary term hereof and pnor to d1seovery and 
produehon of oil or gas on Sllld land, Lessee should drill a dry hole or holes !hereon, or if dunng the pnmary term hcteof and after lhe diSCOvery and actual production 
of oil or gas from the leased prem1ses such production thereof should cease from any cause, thiS lease shall not term mate if on or before lhe expimion of ""'Y (60) days 
from dale Of COmpletion Of S&ld dry hole ()( cessation of produeiiOn Lessee commences add111onal dnlhng or rev.'O<\:mg operations thereon, or pays ()( lenders lhe next 
rumual delay rental 1n lhe same manner as provided in this lease If, dunng the last year of the pnmary term or Within sixty (60) days pnor thereto, 1 dry hole be 
completed and ahandoned, 0< the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operahons un oil 
the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration oflhe pnmary term, Lessee may mamtain this lease 
by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expindion of the pnmary term as lhe dale of cessation ofproduct1on under 
Paragraph 13. Should lhe first well or any subsequent well dnlled on the above described land be completed as a shut-In 011 or gas well Within lhe pnmary term hereof, 
Lessee may resume payment of the annual rental in the same manner as provided hereon on or before the rental paymg dale followrng lhe expirat100 of SIXty (60) da)~ 
from the dote or completion or such shut-in oil or gas well and upon the fa1lurc to make such payment, th1s lease shall ipso facto termmlle. If at the exp1n1110n of the 
pnmary term or any time thereafter a shut-In oil 0< gas well is localed on lhe leased prermses, paymeniS may be made in acawdance w1th lhe shut-in proVISIOnS hctcof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM If, II the explnlliOII of the pnmary term, nt11hcr 01ln0< gas IS be1ng 
produced on sa1d land, but Lessee IS then engaged in drilling or reworkmg operatiOnS !hereon, th1s lease shall remllln 1n fora: so long as operatiOnS on said well or for 
drilhng 0< reworking of any additional well arc prosecuted 1n good faith and 1n work:manhke manner w1thou1 inl<:mlpiiOns totaling more than siXty (60) days dunng any 
one such operation, and 1fthcy result in lhe production of oil and/or gas, so long thereafter as oil and/or gas 1s produced 1n pa)'lng qowllihes from said land, or payment 
Of ShUI· IO Oi l ()(gas well royal lies or compenSatory royalties IS made 8S proVIded in thiS lease 

13 CESSATION, DRILLING. AND REWORKING If, after lhe exp~ra110n of the pnmary term, production of oil or gas from the IC3Sed premiSCS, allcr 
once obtained, should cease from any cause, this lease shall not terminBte if Lessee commences additional dnlhng or reworking open~~;O<tS within s1xty (60) days after 
such eessahon, and thiS lease shall remain in full (O<ce and effect for so long as such operations contmuc in good fo1th and in "''0<\:manhke manner wllhoul mlcrrupllortS 
totaling more than sixty (60) days. If such drill ing or rework1ng operations result in the production of 011 or gas, the lease shall remain in full fO<CC and effect for so long 
as oil or gas is produced from the leased premises in paying quantities or payment or shut-in oi l or sas well royohies or payment or compensatory royalt ies is made as 
provided herein 0< as provided by law. If the drilling or reworking operal ions result '" the completion of a well as a dry hole, lhe lease will not tcrminllle 1f the Lessee 
commences additional dnlling 0< reworkmg operations withm Sixty (60) days after the eornple11on of the well as a dry hole, and this lease shall remain in effect so long 
as Lessee continues drilhng 0< rework1ng operations in good filth and in a workmanlike manner Without interruptions totaling more than sixty (60) d.lys. Lessee shall 
give " TIIIen not ICC 10 lhe General Land Omce within thirty (30) days Of any CCSSa11on Of produehon. 

14. SIIUT-IN ROYALTIES For purposes of lhtS p:ltljlTiph, "well" meariS any well that has been assigned a well number by the state agency havmg 
jurisdiction over the production of oil and gas. If. at any lime after the CXplrallon or the pnmary term or. lease that until being shut '"· was bemg mamtamed '" 
force and effect, a well capable of producing oil or gas in paying quontlues tS localed on the leased premiSCS, but oil or gas IS not belng produced for lack of 
su1table product100 fac1ht1CS or lack of a su1tablc market. then Lessee may pay as a shut·m odor gas royalty an amount equal to double lhe 111111ual rental proVIded in 
the lease, but not less than $1,200 a year ror each "'"II capable ofproducmg oil or gas 1n paymg quan11t1CS. If~ 3 of thiS lease does not spcc1fy a delay rental 
amoun~ then fO< lhe purposes or this paragraph, the delay rental amount shall be one dollar (SI .OO) per acre. To be effecuve, each 1n111al shut-on 011 or gas royally 
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must be paid on Of before. ( I) the expiration of the primary 1cnn, (2) 60 days after the Lessee ceases to produce oil or gas fiom the leased premises, or (3) 60 days after 
Lessee completes a drilling or reworking operation in accordWlCC w1th the lease provisions, whichever date is latest. Such payment shall be made onc-half(l/2) to the 
Commissioner of the General LWld Office and one-half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a 
producing lease Wld tl1e payment shall extend the term of the lease for a penod of one year from the end of the primary term, or from the first day of the month 
following tl1c month in which production ceased, Wld, aner thai, if no suitable production facil ities or suitable market for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one ( I) year by paying the SWliC wnount each year on or before the expiration of each shut-in year. 

IS. COMPENSATORY ROYALTIES. If, during the period tltc lease is kclll in c1Tcc1 by payment oftltc shut-In oil or gas royally, oil or gas is sold Wld 
delivered in paywg quantities from a well located within one thousand (1,000) feet of the leased prcmises and completed in the sante producing reservoir, or in Wly case 
in wluch drainage is occurring the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the 
remainder of the year for which the royalty has been paid. The Lcsscc may maintain the lease for four more successive years by Lcsscc paying compensatory roydlty at 
tltc royally rare provided in the least of the market value of produelion from the well causing the drunagc or which IS completed in the same producmg reservoir and 
within one thousand (1,000) fec:t of the leased premises. The compensatory royally is to be paid monthly, one-half (112) 10 the Commissioner of the Gcncral Land 
Office wtd one-half (112) 10 the owner of the soil, beginning on 0< before the last day of the month following the month in which the 011 or gas is produced fiom the well 
causing tltc dr.Unage or that is completed in the same producing rcsavoir and localed within one thousand ( 1,000) fec:t of the leased prcmiSCS. If the compensalory 
royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) 
days from the end of the 12-month period. Compensatory royally payments which arc nol timely pa1d will accrue penally and imeres1 in accordance with Pangnph 9 of 
litis lease. None of lltcsc provisioos will relieve J...csscc of the obligation of rtaSOnable dcvclopmcnl nor the obligation to drill offset wells as provided in Texas NaiUral 
Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wnucn approval, the payment of compensatory royalties can 
satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notw1thsU1nding any provis•on of th•s lease to the contrary, after a well producmg or capable of producmg oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator 1n drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premises and in ma.rkcting lhe production thereon 

(A) VERTICAL- In the event tl>is lease is in force w>d effect two (2) years after the cxp~rauon date of the pnmary or extended term 11 shall then tcrmutalc 
as to all of lite 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 quWllities (including a shut-in oil or gas well as provided m Paragraph 14 hcreol), or a well upon which Lessee is then engaged 1n 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursUWllto Texas Natural Resources Code 52. 151-52.153, 
or (3) such greater or lesser number of acres as may then be allocated for production purposes 10 a proration unit for each such producmg well under tl1c rules and 
regulations of the Railroad Commission of Texas, or any successor agency, or other govcmmcnl.al authority having jurisdiction. If at any time after the ciTective date of 
the partial tcrminaJion provis1ons hereof, the applicable field rules arc changed or the well or wells located the~eon rue reclassified so thai less acrcagc is thercancr 
allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allOCated 10 said well or wells for production 
purposes. Notwithstanding the tcnnination of this lease as 10 a portion of the lands covered hereby, Lcsscc shall nevertheless continue to have the right of ingress to and 
egress from lite lands still subjec:t to this lease for all purposes described in Paragraph I hereof, togetl1er with casements and rights-of-way for existing roads, existing 
pipelines and other existing fac11iUes on, over and across all the lands described in Paragraph I hereof ("the ~etained lands"), for access to and fiom the rctamed lands 
and for the gathering or tr.IJISpOflation of oil, gas and other minerals produced from the retatncd lands. 

(D) llORlZONT AL. In the event this lease is in fora: and effect t>•o (2) years ana the cxp1rall0n date of the primary or extended term it shall furtl>er 
tcrm&nllle as to all depths below 100 fec:t below the total depth drilled (hereinafter "dccpcr depths") in each "'ell located on acreage retained in Paragraph 16 (A) above, 
unless on or before two (2) years after the primary or extended terrn Lessee pays an Wl\Ounl equal to one-half(l/2) of the bonus orrgmally paid as consideration for th iS 
lease (as spce1ficd on page I hcrcol). If such amoum is paid, this lease shall be 111 force and eiTcct as to such deeper depths, and said termination shall be delayed for an 
additional period of 1wo (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage rctained hereunder as to each well shall, as nearly as pratlltal, be in the form of a square w1th 
the well located in the center thereof, 0< such other shape as may be approved by the Commissioner of the General Land Office. W1thin thirty (30) days aner partial 
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a Salisfactory legal description of the acreage and/or depths 
not retained hereunder. The recorded release, Of a certified copy of same, shall be filed in the General Land Office, accompanied by the lilmg fcc prcscnbed by the 
General Lattd Office rules in eiTect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) da)'S after 
being requested to do so by the General Land Office, then the Commissioner a1 hiS sole discretion may designate by wrinen instrument UIC acreage and/or depths 10 be 
released hereunder wtd record such instrument at Lessee's expense in the county or counties where the lease is located and in lite official records of the General Land 
0 0icc Wid SUCh designation shal l be binding upon lcssa: for all purposes. 

• . .. 
• • 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligauon to protect 
the oil and gas under the above-described land from being drained. Lcsscc, sublcsscc, rccci ver or other agent in conuol of the leased premises shall drill as many wells 
as the facts may justify and shall usc appropriate means and drill to a depth necessary to prevent undue drainage of 011 and gas from the leased premises, In addiuon, if 
oil and/or gas should be produced in comn>ercial quantities within 1,000 fec:t of the leased pranises, or in any case "'here the leased prcmises is being dl".lined by 
production of oil or gas, the Lcsscc, sublcsscc, receiver or other agent in control of the leased premises shall m good faith begin the drilling of a well or wells upon the 
leased pn:mises witl•in 100 days after the draining well or wells or the well or "'ells compleled within 1,000 feet of the leased prcmises start producing in commercial 
quantities and shall prosecute such drilling with di ligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency 
nghts 10 forfeiture. Only upon the dctcnnination of the Commissioner of the General Land Office and w1llt his wriucn approval may the payment of compensatory 
royally under applicable statutory parameters Satisfy the obligation to drill an offset well or -..ells required under lltrs paragraph. 

18. FORCE MNEURE. 1r, ana a good faith elTon, Lcsscc "prevented from complying w1th any express or rmphed covenant of this lease, from 
conductmg drilhng operations on the leased premises, or fiom producing oil or gas fiorn the leased premises by reason of war, n:bellion, riOIS, strikes, aGlS of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for fa1lurc to comply with such covenants; additionally, th1s lease shall be extended wh1le Lessee is prevented, by any such cause, from 
conductrng drilling and reworking openuioos or from producing oil or gas from tlte leased prem1ses. llowcver, nothing in this paragraph shall suspend the payment of 
delay rentals in order 10 maintain this lease in effect during the primary term in the absence of such dtilhng or reworking operatiOIIS or produaion of oil or gas. 

• • • .. . 
•••••• • • • • • ... . . . 
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19. WARRANTY CLAUSE The owner of the soot warrants and a~ to defend llde to the leased premtSCS If the o-.ner of the soil defaults on payments 
owed on the leased premises, then Lessee may rc:dcem the nghts of the o-.ncr of the soil in the lcasc:d prcrntSCS by payong any mort&*&<. taxes or Olhc:r hens on the 
leased premises. If Lcssc:c makes pa)mcnts on behalf of the owner of the soil under thos paragnph, Lcsscc may rc:co•er the cost of these payments !Torn the rental and 
royah1cs due lhc owner oflhc SOli 

20. {A) PROPORTIONATE REDUCTION CLAUSE. If the o"ncr of the soil owns less than the cntore undivided surface estate on the above dcsc:nbc:d 
IMd, whether or not Lessee's interest is specified herein, then the royalties and rental hereon provided to be paid to the o-.ncr of the sool shall be paod to hom on the 
proportoon which his onterest bears to the cntore undovodc:d surf ICC estate and the royalties and rental hereon provoded to be paid to the Cornmossioncr of the General 
Land Office of the State of Texas shall be likewiSe propomonately reduec:d. llowever, before Lessee adjusts the royalty or rental due lo the Cornmissooncr of the 
General Land Office. l.cssc:c: or his authorized rcprcscntauve must submit to the Commissioner of the General Land Office a -.nuc:n •IJitcrncnt whoch cxplaons the 
discrepancy between the interest purportedly leased under this lease Md the actual interest owned by the owner of the sool The Commissooncr of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production cost 
allocable to such undivided interest However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to 
the undivided interest not leased an amount less than the value of onc·sixtecnth (1116) of such gross production 

{Il) REDUC110N OF PAYMENTS. I( during the pnmary term, 1 portion of the land covered by thos lease os oncludc:d -.1thon the boundanes of a 
pooled unit that has been "''Proved by the School Land Board and the owner of the sool in acc:ord3llc:c: woth Natural Resources Code Sc:c:loons 52 IS I ·52. 154, of of, 11 any 
time after the expirntion of the primary term or the extended term, thos lcasc covers 1 lesser number of acres than the total amount dcsc:nbc:d hereon, pa)'111Cnts that are 
made on a per acre basis hereunder shall be reduc:cd aceordong 10 the number of acres pooled, released, surrc:ndcrc:d, or Olhc:rwosc severed, so thot payments determined 
on a per acre basis under the terms of this le= during the primary term shall be calculated based upon the number of acres outside the boundaries of a pooled uno~ or, 
if after the cxpiratoon of the pro mary term. the number of acres actually reiJiinc:d and coveted by this lcasc 

21. USE OF WATER. Lcsscc shall have the nght to usc water produced on saJd land nc:cc:ssary for opc:rauoros under thiS lease txc:cpl water from wells or 
tanks of the o"ncr of the sool, provodc:d, ho-.'CVer, Lcsscc shall not usc potable w2ter or water suotable for livestock or orrigation purposes for water1lood opcratoons 
without the prior consent of the owner of the soil 

22. AU1110RIZED DAMAGES. Lessee shall pay the o"ner of the soot for damages caused by its opcntoons to all penonal property, improvements, 
I i vcstock and crops on said land 

n . PIPELINE DEPTH. When requested by the 0"11Cr of the soli, Lcsscc shall bury ots pope Iones below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred {200) feet to any house or bam now on said premises without the written 
consent o f the owner of the soil 

25. POLLUTION In developing thos orca, Lcsscc shall use the hoghcst degree of care ond all proper safegu111ds to prevent pollution. Wothout lomotong the 
foregoing, pollution of co-stal "etlands, naiUral waterways, rovers and impounded water shall be prevented by the use of contaonmcnt faciloties sufficoent to, prevent 
spoilage. seepage or ground water eontamonatoon In the event of pollution, l.cssc:c: shllll usc all means 11 ots disposal to ret31'ture all esc:apcd hydrocarbons or Olhc:r 
pollutant and shall be responsible for all damage to public and privaJe properties. Lessee shall buold and maonLaon fc:nc:cs around its slush, sump, and draonage pots and 
tank battenes so as to protect lovestock against loss, damage or on jury. and upon completion or abandonment of any well or wells, Lessee shall fill and level all slush 
pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, whole conduc11ng operations on the leased prc:mtSCS, keep saod premoses free 
of all rubbish, cans, bottles, paper cups or garbage, and upon c:ompletoon of opcratoons shall restore the surface of the land to as ncar ots ongonal c:ondotoon and contourS 
as os practicable. Tanks and equipment woll be kept painted and prcscnt:lblc. 

26. REMOVAL OF EQUIPMENT. Subjcct to lomitatoons on thos paragraph, Lessee shall have the nght to remove machoncry and fiXtures placed by Lessc:c 
on the leased premises. oncluding the right to draw and remove casing, wothon one hundred twenty (120) days after the expiration or the termonaJoon of thos lcasc unless 
the owner of the soil grants Lcsscc an extension of this 120-day period llowevcr, Lcssc:c may not remove casong from any well C31'able of producing oil and gas in 
paying quantities. Additionally, l.cssc:c may not draw and remove casing unul after thirty (30) days wnttcn notice to the Cornmissooner of the General Land Office and 
to the owner of the soil. The o~ of the sool shall become the owner of any maehoncry. fixtures, or casong whoeh arc not tomcly removed by Lcsscc under the terms of 
this paragraph, 

27. (A) ASSIGNMENTS. Under the conditions contained in thos paragr31'h and l'~ph 29 of tlois lease, the rights and estates of either party 10 thos 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to Md be bindong upon their hcors, devisees, legal rcprescnllllives, successors and 
assigns. However, a change or division in ownership of the IMd, rentals, or royaltoes will not enl111ge the obligations of Lessee, dimonosh the rights, pnvileges and 
cstotes of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectovcncss of any act perf0011Cd by Lessee. And no change or dovisoon on 
ownership of the land, rentals, or royalties shall bind Lcsscc for any purpose untol thirty (30) days after the o"ncr of the soil {or his heirs, devisc:cs,legal represc:ntatoves 
or assigr~S) furnishes the Lcsscc with satisfactory wriuen evidence of the change on o-.11C1Shlp, oncludong the origonal recorded munomcnts of totle (of a ccrtoficd copy of 
such original) when the ownership changed because of a conveyance A total or partoal assignment of thos le= shall, to the extent of the onterest assignc:d, reheve and 
discharge l.cssc:c of all subsequent obligations under this lease. If this lease is assigned in ots c:ntorety as to only part of the acreage, the nght and option to pay rentals 
shall be apportioned as between the several owners raubly, accordong to the area of eado, and failure by one or more of them to pay his share of the rental shall not 
affect this lease: on the part of the land upon which pro rata rentals on: timely paid or tcndcrc:d; however, of the assognor or :>SS•gnee docs not file a c:c:rtoflc:d copy of such 
assignmcrot in the General Land Office before the next rental payong dale, the enure lease shall termon31e for faolurc to pay the entorc rental due under Paragraph 3 
Every assignee shall suc:cc:cd to all rights and be subject to all obhgatoons, liabllitoes, and pc:naltocs owed to the State by the on gina! lessc:c a< any pnor assognee of the 
lease. including any liabolitic:s to the State for unpa~d royalties 

{B) ASSIGNMENT LIM ITATION. NotwothsiJindong any provosoooon Paragraph 27{a), of the owner of the sool acquores this lcasc on whole or on pad 
by assignment without the prior written approval of the Cornmossooner of the General Land Office, this lease IS vood as of the orne of assognmcnt and the agency po"cr 
of the O\\ncr may be forfeited by the Cornmossooncr. An assognmcnt will be treated as of it were made to the o"ncr of the soil if the assignee IS 

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

{I) a norninc:c of the o"ncr of the sool, 
{2) a corporotoon or subsidoary in which the owner oflhe soolos a princopal stockholder or os an employee of such a corporation or subsodoary: 
(3) a partnership in which the: owner o f I he soil is a partner or IS Wl employee of such a partnership, 
{4) a principal stockholder or employee of the corporation which is the owner of the soil: 
(5) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiducrary for lhc owner orthe sorl, meludmg but notllnuted to a guardum, trustee, e>eeeutor, admUloslllllor, reee~>er, or conscf\'alor-for the 
owner of the sorl: or 

(7) • fwmly member of the owner of the sorl or rchlled to tlre owner of the sorl by marnage, blood, or adopuoo 
28. RELEASES. Under the cooditions contruned in this pwagnaph and P11111graph 29, Lessee may at any ume execute and deliver 10 the owner of the sorl 

and plAce of record a release: or releases covering ony ponron or portions of lire leased premises, and thereby surrender this l=c: as ro such port ron or ponroriS, ond be 
relieved of all subsequent obligations as to acreage surrendered lfony part ofllriS lease: IS properly surrendered, lhc delay rental due under thiS lease shall be reduced by 
lire proporlloo thalthe surrendered acreage ~ to the acreage which was covered by this lease rmmcduuely pnor to such surrender, ho"ever, such release: wrll not 

rel ieve Lessee of any liabilities which may have accrued under th is lease pnor to the surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any part ofllus lease IS assrgned or released, such assrgJunent or release must be recorded 
m lhc coumy where lhc land is situated. and lhc recorded rnSir\Jmenl or a copy of the recorded rnstrumcnl certified by lhc County Clerk of lhc county rn whrch lhc 
niSirumenl rs recorded, must be filed rn the General Land Office wrlhrn 90 days of the last execution d4te accompanied by lhc prescnbed filing fcc If any such 
assrgnmcnt is not so filed, the rights acquired under thiS lease shall be subJctiiO forfcllure at the operon of the Commrssroner of the General Land Office 

30. DISCLOSURE CLAUSE. All proviSrons pertarmng 10 lhc lease: of the above-<lcsr:nbed land hne been mcludcd rn thiS rnslrUrncnl rncludUlg the 
swemcnt of the lrUC eonsrdcration 10 be pwd for lhc cxecucron of thrs lease and lhc nghlS and dulles of the parucs. Ally eolhllcr.ol ogrecrnctrlS c:oncernrng lhc 
developmelll of orland gas from lhc leased premrses "hrch are not tonlllined rn thiS lease render this lease rnvalrd. 

3 I. FIDUCIARY DUTY. The owner oflhc sorl o"es lhc Slate a fiducrary ducy and must fully drsclosc any facts aJfeccrng the Swe's rntercscrnlhc leased 
prenuses Whctr the interests of lhc owner of the sorl eonnict wrlh those of lhc SUite, the owner of the soil rs obligated co puc U>e State's rncerests before hrs personal 
interests 

32. FORFEITURE. If Lessee shall fad or refuse 10 make lhc pa~menl of any sum wrlhrn lhrrty days after rl bceocnes due, or rf Lessee or an aulhoru.cd 
agent should knowingly make any folsc retwn or false repon concerning product ron or dnlhng. or rf Lessee shall far I or refuse co dnll any oiTsel " til or wells rn good 
farth as requrred by law ond lhc rules and regulations adopted by the Cornmrssroncr of the General Land Offic:c; or if Lessee should farl co file reportS rn lhc manner 
rcqurred by law or far Ito comply with rules and regulauoos promulgated by the General Land Office, lhc School Land Board, or lhc Rarlrood Commissron. ur rf Lessee 
should refuse lhc proper authonly access 10 lhc rc:cords petUrnrng to openllroos, or rf Lessee or an aulhoru.cd agent should kno"rngly farl or refuse to gr>e eorrecc 
rnfonnarron 10 the proper aulhoncy, or knowingly fad or refuse 10 fumrsh lhc Oer>eral Land Office a eorrectloc of any ... ..,u, or rf Lessee shaJII.no"rngly vrotlk any of 
the matenal provisions oflhrs lea>c, or if this lease rs assrgncd and lhc assrgnn>enliS not filed Ullhc Gencr.ol Land Offrcc: as rcqurred by law, lhc nghlS ocqurred under 
thrs lease shall be subJect co forfcrlun: by lhc CornmiSSroner, and he shall forfcll same "hen suff~<:renlly rnformcd oflhc facts which IUthouzc a forferlure, and "hen 
forfertcd the area shall agam be subject 10 lease: under the CarriS of lhc Rehnqurshment Acl Bowevcr, nothrng haern shall be eonslrued as warvrng the aulomatre 
cemunouon of !his lease by operatron oflaw or by reason of any special hmuauon arisrng hereunder. Forfellures may be sec aside and thrs lease and all nghts thereunder 
reonslllled before lhc rights of another intervene upon sal IS factO<)' evrdenec 10 lhc Corrunrssioner oflhc Ger>eral Land Office of future eonrphanec "'th lhc provi>IOCIS of 
lire law and of Uris lease and the rules and rcgulalioriS !hac may be adopced rclallvc herelo 

33. LIEN. In aceordWlce with Texas Natural Resources Code S2 136, Ure State shall have a firsc hen upon all or land gas produced fromlhc arcu covered 
by llris lease lO secure payment of all unpaid royally wrd other sums of money tlratmay bceonlC due under this lease. By accepuurcc: of thiS lease, Lessee grants the 
Sllllt, in addicion co the lien provided by Texas Natural Resources Code 52.136 and any other applicable swutory lien, an express conaractual hen on wrd securuy 
rnterest in all leased minerals in and extracted from tlre leased prcmrscs, all proceeds whrch may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third pany, and all flXIures on and improvements co lhc leased prcnuscs used m conncc11on wrth lhc produeuoro or proccssrng of 
such leased mrncrals rn order 10 secure lhc payment of oil royalties ur olhcr amounts due or lo bceonlC due under this lease and lo secure paymcnl of any damages or 
loss that Lessor may suiTcr by reason of Lessees brt3Ch ofWly covenant or eondruon of lhrs lease, "hcthcr express or imphed Thrs hen and sccunly rncercsl may be 
foreciO>ed wrlh or without court proc:ecdings in lhc manner provrdcd rn lhc Tille I, Chapter 9 of lhc Texas Business and Commerce Code Lessee ogrees !hal lhc 
Cornmrssroner may requuc Lessee 10 execute and record such onslruments ..,. may be reasonably necessasy 10 acknowledge. auach or perfect lhrs hen Lessee hereby 
represents that there arc no prror or superior liens ansrng from and rchi!Ulg 10 Lessee's aar.,lics upon lhc abovc-<k:scribcd propc:ny or frorn l..cssce's ocquosruon of thiS 
lease. Should the CommiSSioner at any lime dctermrnc that thrs represenllllion IS notlruc, lhcn lhc Commossroncr may declare: thiS lease forfcrted as pro• rdcd hereon 

34 POOLING Lessee IS hereby granted lhc nghllO pool or unrualhc royalty interest of the owner oflhc sorl under thrs I...., "1lh 111) olhcr leasehold 
or mrncnl rnlerCSl for lhc explofalron, dcvelopmc:nc and p<oducuon of orl or gas or erU>er of lhcm upon lhc same ltmiS as shall be approved by lhc School Land Board 
and the Commossroncr of lhc Gcr>eral Land Office for lhc poohng or unrt121ng of lhc rnceresc of lhc Stale under this lease pursuanc 10 Texas Natural Resources Code 
S2 ISI ·S2 I S3 The owr>er oflhc sorl ogrees lhaJ lhc rnclusron of thiS provrsron rn thrs lease: sacisfies lhc execuuon requrrcmcniS Slllled rn Texas Nacural Resources Code 
S2. 1S2 

3S. INDEMNITY. Lessee hereby releases wod drscharges thc Stale of Texas aEd the owner of the sorl, lhcrr officers. employees, pilllncrs, agents, 
contractors, subcontractors. gueslS, invuccs, and lhcir rcspccuvc successors Wld assigns, of and from 1111 and any actions and causes of action of every ms1urc, or other 
luUln, including environmental hurm, for which recovery of dwnages is sought. IRCiudmg,. but not limited to, aJIIossc:s and expenses whach are caused by the acuvuacs 
of Lessee, its officers, employees, and agents arising ouc of, incidental to, or resullrng from. the operolrons of or for Lessee on the leased prcmrses hereunder, or tlrat 
may urisc out of or be occasioned by Lessee's breach of any or the tenns or provisions of tlris Agtecment, or by ony other ncghllcnc or strrccly liable act or enussion of 
Lessee Furl11er, Lessee hereby agrees to be liable for, exonerJie, rndemnrl'y, defend w1d hold harmless che Stale of Texas and the ovmcr of lire sorl, therr oiTrcers, 
employees Wld agcnts, their successors or assigriS, agatnst any and all elainiS, lrabrhlles, losses, damages, a.cuons, personalrnjury (rneludrng death), costs and expenses, 
or olhcr hwn1 for "hich recovery of damages is sough I under any theory rncludong ton, tonl.niCl, or strict habrlily, rncluding attorneys' fees and olhcr legal expenses, 
rncludrng tlrosc related 10 envrronmcntal hazards, on the leased prcmrses or rn any W'JY related to Lessee's failure to comply "'lh any and all enviroomental laws, those 
ansrng from or in any way related to Lessee's oper.l.lioriS or any olhcr of Lessee's acllvllrcs on the leased premrses; those arrsrng frurn Lessee's usc of lhe surface of the 
le=d prcmrses, and those !hal may aruc out of or be occasiOned by Lessee's breach of any of the terms or provrsrons of thiS AgrctlllCill or any olhcr act or omrssron of 
Lessee, rts drrectors, officers, emplo)ccs, paltllCrs, agents, eontraciO<S, subcoolr..aors, guests, invicees, and lhcir n:speclive successors and assrgriS. Each assrgnce ofthrs 
Agreemcn~ or an inccrcsclhcrcrn, agn:cs lobe liable for, exoncnle, rndemnrfy, defend and hold harmless the Swe of Texas and lhc owner of lhc sorl, lhcrr officers, 
emplo~ecs. and agents rn lhc same manner provided abo-. rn connccuon wrlh lhc atllvllrcs of Lessee, rts officers, employees, and agents as deserrbcd above EXCEPT 
AS OTII ERWISE EXPRESSLY LIMITED II EREIN, AU. OF Til£ INDEMNITY OBLJGATIO.NS ANO\OR LIABU.O IES ASSUMED U DEK l liE 
TEKMS Ot' TillS AGREEMENT SIIALL II£ Wr lllOlTT LIMITS AND Wf lllOlJT IU:GARD TO TilE CAUSE OR CAUSES TltER£0.' (E.XCLUOING 
PRE- EXISTING CONOITIONS), STRJCf LIABILITY. OK TilE EGLIGENCE OF ANY I'AKTY OR PARTIES (INCLUDING TilE 'EGLIGENCE OF 
TilE INOEMNIFI£ 0 PAKTY), WHETHER SUCH NEGLIGE CE BE SOLE, J OINT, CONCURRENT, ACfiVE, OK PASSIVE. 

True and Correct 
copy of 

•• • ••• 
Original filed in 

~·· • • • • • • • • Reeves County • • • • • • • •• • • • • • • • Clerks Office • • • • • • • • • ••• • • • • 
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36. ENVIRONMENTAL IIAZA R DS. Lessee shall usc the highest degree of care and reasonable safeguards to prevent contamination or pollution 
of any environmental medium. including soil. surface watas, groundwater, sediments, and surface or subsurface stnl~ ambient air or any olher 
environmental medium in, on, or under, the leased prem1ses. by any waste, pollutant. or contaminant Lessee shall not bring or permit to remain on the leased 
prermses any asbestos containing materials. explos1ves, toxic materials. or substances regulated as hazardous wastes, hazardous materials, hazardous 
substances (as the tenn "llaurdous Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 
U.S.C. Sections 960 I, ct seq.). or toxic subslanc:es under any federal, state, or local law or regulation ("Hazardous Materials"). except ordinary products 
c:ommonly used in connection with oil and gas expl0<3tion and de'-elopment operations and stored in the usual manner and quantities. LESSEE' 
VIOLATION OF' Tm; F'ORECOI C PROIII IIIT ION IIALL CONSTITUTE A MATERJAL BREACH A D DEFA ULT HEREUNDER A 0 
LESSEE SHALL INOEMNIF'Y, II OLD IIARMLESS AND DEFEND TilE STATE OF TEXAS AND T il E OWNER OF THE SOIL FROM AND 
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' 
FEES ANO COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A Vl OLATION OF T ilE FOREGOING PROIIIIJITION OR (ll) Tm; 
PRESENCE, RELEASE, OR DISPOSAL OF ANY llAZARDOUS MATERIALS ON, UNDER, OR ABOUT T ilE LEASED PREM.ISES DlJRING 
LESSEE'S OCCUI'ANCY OR CONTROL OF T HE U:ASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSEO BY T ilE PRESENCE OR RELEASE OF ANY IIA7..AROOUS 
MATERIALS IN, 0 , UNDER. OR ABOUT TilE LEASED PREMISES D RING LESSEE'S OCCUPANCY OF TilE LEASED PREI\11 ES IN 
CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. Till INDEM HlCATION AND ASSUMPTION SHALL APPLY. 
BUT IS NOT LIM ITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN P RSUANT TO CERCLA OR ANY OTIIER 
ENVlRONMENTAL LAW OR REGULATION. LESSEESIIALL lMMEOIATELY GIVE TirE STATEOFTEXASA DTIIE OWNER OF TilE 
SOIL WRITIEN OTIC£ OF ANY BREAC II OR SUSPECfED BREACII OF TliiS PARAGRAPII. UPON LEARNlNG OF TilE PRES£ CE 
OF A Y IIAZAROOUS MATERIALS. OR UPON RECEIVlNG A 'OTIC£ FROM A Y GOVERNMENTAL AGE 'CY PERTAINlNG TO 
IIAZAROOUS MATERIALS WIOCII MAY AFl' ECT mE LEASED PREMISES. Ti ll: OBLIGATIONS OF LESSEE IIEREUNDER SIIALL 
SURVIVE TilE EXPIRATION OR EARLIER n:~H ATION. FOR A Y REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as 
the Relinquishment Act, and other applicable statutes and amendments thereto, ond if any provision in this lease does 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 the Lessee before it is liled of record in the county records and in 
the General Land Omce of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date or th1s 
lease shall be the date found on Page I. 

39. LEASE FILING. Pur.;uant to Chapter 9 of the Texas Business ond Commerce Code, this lease must be filed of record in the omce of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Omce. 
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Of 
lice in aeconlance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true 
considcrntion paid or promised for execution of this lease. The bonus due the State ond the prescribed fi ling fcc sholl oecompany such certified copy to the 
General Land o mce. 

40. Rentals in the IIIT10UT1t of S40.00 for years two and three of this lease have been prepaid. One half {IS) of this amount has been paid to the 
Lessor and one half (IS) has been paid to the State of Texas. Rental for the fourth year in the amount ofS4,020.00 has not been paid and if the fourth year 
rental is not paid then this lease will expire. One half (Y>) of the fourth year rentAl will be paid to the Lessor and one half ( IS) "'ill be paid to the State of 

T~o. ·~"',~ .. CoO>,_ 0 ;~'"""' 0 .. , .... ~ -· 0""' ... ® "''"oo" ="b _ .. oo&.•O ·-

L~~ ;;s:JJic: 

OY: William A. Chalfant 

TITLE: President 

DATE: __ ___,?£.._,· p./,.,_r f-/._,(1~$.___ ___ _ 
r ' 

STATE OF TEXAS 

BY: 

ITn.E: Individually and as agent for the State ofTexas TITLE: Individually and as agent for the State ofTexas 

Date:_%/_:tj.tJ"-"..):.../ ___ _____ _ 
Date:---------------

True and Correct 
copy of 

•• 
Original filed in 

• ••• ·- • Reeves County • • • • • • • • • • • • •• • • • • • • • Clerks Office • • • • • • • • • ••• • • • • 
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STATE OF 

COUNTY OF _J-/(.l.....lo.e~ev:._C.!o...S:::::.._ __ 

( fNDIVIDUAL 
ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared William Louis Wilkinson, dealing in his sole 
a nd seuarale property, known 10 me to be the persons whose names are subscribed to the foregoing instrument. Wld 
acknowledged to me that they executed the same for the purposes Wld consideration therein expressed. 

Given under my hWld Wld seal of office this the _!/iLday of AIAJ Ld + , 200S. 

"'' JJ~~ h 1-~ 
Notary Public in and for "1(. 1(.6... 5 

My Commission expires: --~'0'-l-/_.fj7('-;:_;;)-o---'~'-c.-'-/ 

True and Correct 
copy of 

••• ••• • Original filed in 
• • • • • • Reeves County • • • • • • • • • • • • • Clerks Office • • • • • • • • • • • • 
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STATE OF TEXAS 

c... \.' 2 tJ ~ . 

COUNTY OF M IDLAND 

Before me, the undersigned autJ10rity, o n this day personally appeared William A. C halfa nt, 
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 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 o f office this the 
~~J- , 2005. 

-
JUDITH K. WILLIAMS 

MY COioii.IISSION EXPIRES 
February 7, 2009 

day of 

--

i------- -. -· -· ~ ----

FTI.E NO. 3469 

JJf1 -'1((1<t., ... ~ tll • t • 
~ Ust fl' "" r .:. 

OO P..I.,('( 1..' ···· ' I ~' · 
w 

• t • • V . l ~!NTAI.. 
• " ~ ':AIISf ll> (,OI.Ot 

•, • ; r • .. : ~-·Jrf? HDI:Ul 

FILED FOR RECORD ON' . THE. __ __._l .._2...._TH....__DAY OF _ __,A"'U,_GU=.===S~T'--____ A. D. 2005 2 : 58 P.M. 

:~LIJKlL~'-nJ-=-...u..XJLL.L~-.-~:; AUGUST DIANNE 0~·~:~ ~~ ~-

l 

0 ~ REEVES COUNTY, TEXAS 

L--~~~-----------.....;.-------------------==---Trm::l!m'ld'Correct 
•• • .... 

• • • • .. • " • ... • • • • • • • .. • ••• • • 

-• • • • • • • • • • 

• 
• 
• 

• • 
• 

copy of 
Original filed in 
Reeves County 

ClerKs Offioe 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tne aro.e and loregoong s a full true and wrect p~otograpr c copy of tne 
ong nal record now 10 my lawful custody and possess on. as the s.a.~ s 
'''e<i-recoroeo '" the pub'( r~oros o1 rr;1 offiC~ )O!f"R ~n v.g~l 7 u ~ 
PAGE~ THRU 59:L UFF ll{£e(jR1)!;BLTC 
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June 22, 2006 

Attn: Wm. A. Chalfant, CPL 
Chalfant Properties, Inc. 
1502 North Big Spring 
Midland, Texas 79702-3 123 

Re: RELINQUISHMENT ACT LEASE No. M-1 05582 
20.0 acres out of Section 24, Blk. 57, T-2, 
T &P RR Co. Survey, Reeves County, Texas 

Dear Mr. Chalfant: 

l , !--\ 

The certified copy oflhe Reli nqui shment Act lease covering the above referenced tracts has been 
approved and fil ed in our records under Mineral File num ber M- 1 05582. Please refer to this 
number in all future correspondence concerning the lease. 

Your remi ttance of$3,145.00, has been applied as the state's portion of the cash bonus $3,020.00, 
along with a processing and filing fee in the amount of$ 125.00. Please let me know if you should 
have any questions. 

Sincerely, 

])~ ?el'J .. , ~-
Drew Reid 
Minerals Leasing 
Energy Resources 
(5 12) 475-1534 

MS/DR 

' tcphcn F t\u'-l in Buildi ng · 1700 orth Congn:s" \ \'cnuc • Au~ti n , Tcx.ts 78701- 1-195 

Post Oflilc Box 12873 · Austin, Tcx;ts 7871 1 2873 

512 463-5001 · ROO 998 -IG LO 

www.glo.st:uc. t x.u~ 

E 
ER 





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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY JUNE 9, 2008 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $2,010.00 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 

•••• • • • •• • 
• 

• • •••••• • 711212oo8 TO 7,1212010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: T&P RR Block/Suffix: 57 Township: 2 Section: 24 Short Desc: T&P RY CO SVY, T2, BLK 57, SEC. 24, SE 

:>AYMENT OPTION TO EXTEND 

LEASE NU M BER TX2330026-000 

=IECORDED: BOOK 708 PAGE 584 

=oR CREDIT OF: 

017397 

LEASE DATE: 7/1212005 

ENTRY NUMBER! 3469 

PROSPECT: DIXIE LAND 

COUNTY/PARISH REEVES 

• • • • • •• •• 
• 

•••• • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

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

Acct: 2.010.00 
1/2 $4020 FOR ADDITIONAL 2 YRS 

1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

I~ t,) 0 J 

IYlF- t055~ 

COPY FO"Z 
yor JR RECO~~s 

IMPORTANT 
Subtotal 

fhe attached check Is for the person(s) named above. Please date, sign 
3nd return the attached receipts on the day you receive it. If directed to 
3 bank, please deposit the amount to the credit fo the person(s) named 
3bove and date, sign and return the receipt on the day you receive it. II 
;orrespondence required, please make reference to lease number. 

Date Received ~--·. _,...,......., 
'-.,Vl:' I r Vl'­

BANK SERVICE 
CHARGES 

Sign Here_...,rt=~·~ ~ -'n.7-Lr_.:r-.~A-l'#-n• T"'\1:--li• ~~------i Grand Total 
'I' l I J 1 ' J 1\o"-"Uo 

....., Check No. 
By ____________ ~~------------; 

Trtle 

'* ,,, .. ,, wc:ra• , •• ?t:ll:rsJ ••• •· :.am••nt=• • :tt• .U'*t•ti'*#"'iifH'b# 

2,010.00 

0.00 

2,010.00 

34861 

... 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848·8000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CllY, OK 34861 

PAY 
TO 

THE 
ORDER 

OF 

wu•~~·-·2,010 · 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 

06/09/2008 

AMOUNT 

$2,010.00 

CHESAPEAKE OPERATING, INC. 
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Fi'& 11 $r ::-t .2- s 
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Dare Filed: l'l/ }3/ D t_ ---
J IT)' E. a rerson. Commi.;;~ , ... r 
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14 13 

23 24 

#1 

EXHIBIT "C" 

{PHILLIPS) 
BTA 

@ SECTION 24 I 
BLOCK 57, TWP. 2 

T &: P RR. CO. SURVEY I 
REEVES COUNTY, TEXAS I 

f- --------- _ I_ 

23 24 

26 25 

R.C. SLACK 

(STATE) 
Guy Coldwell 

PLAT OF R.C. SLACK'S "CALDWELL" NO. 2 LOCATED 637 FEE.! 

13 18 

24 19 

-- . 
---

PIERCE 

11 
• 

--- BLK. 56 
TWP. 2 11 

• TA 

24 19 

25 30 

FROM THE EAST LINE AND 992 FEET FROM THE SOUTH LINE OF SECTION 24, 
BLOCK 57, TWP. 2, T & P RR. CO. SURVEY, REEVES COUNTY, TEXAS. 

SCALE: 1" = 1 000' 
DATE: MAY 26, 1 997 
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