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HAL REVIEW SHEET 

Tr~tlll# 4930 Goololjst: R. Widmayer 

Lessor: Kelton, Katherine Janell Lease Data: 9/21 /2005 u~ o 
LBss8e: Chalfant Properties, Inc. Acres: 160 

LIAIE IIICRFIIIN 

Cotmty 
REEVES 

/ PIN# ~aso RIB No Part 
\(J>() ~ 152831 SE/4 

Soc. Bloa< Twp Survoy 
2 54 05S T& PRY CO 

TIRMIIFfERED TIRMI RECIMMENIID 

PriTury T ll'l1t 5 years Prina'y Torm 5 years 
-, 

Bonus/Aa-a: c_ $300.00 Bonus/Aero L_ $300.00 

Ronta/ Aero: r-- $1.00 Ronta/ Aero r - $1 .00 

Royalty: 11/5 Royalty ~ 

CIMPARIINI 

MF# LBSS88 Datu Torm Bonus/Ac. Rill tal/ A c. Roy~ 

I II ~[ [ _j 

c= II :I II II 
[ - II :I II I: 

][ [ I [ _j __ 

CIIIIIIIUitS: Paidup rentals. Year 4 paid at $201.00/acre includinQ Raid rentals 5th year. Also: Joanne Mcleod 13.333 
acres, Montie Frank Kelton 13.333 acres, Rose Ann Hatchett with 13.333 acres, Robert F. & Kathy M. 
Kelton with 26.667, Janelda C. Bourke with 13.333. 

Approvlll: 7~ (IJ · 7 .,o ) 

Friday, October 07, 2005 

Oistall:a 

Abst# 
5897 

Last Loaso 



.. ' .... 
U1SHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jeny Patterson, Commissioner 

Lrury Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director ofMineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chalfant Propetties, Inc. 

Prim. Term: 5 years 

Royalty: 1/5 

Bonus/Acre 

Rental/ Acre 

DATE: 

Cotmty: 

$300.00 

$1.00 

Consideration 

Recommended:~~ G 
Not Recommended: 

Date: I 6 · 7 ·o ";-

-----

07-0ct-05 

REEVES 

Comments: Paidup rentals. Year 4 paid at $201.00/acre including paid rentals 5th year. Also: Joa1me McLeod 
13.333 acres, Montie Frank Kelton 13.333 acres, Rose Ann Hatchett with 13.333 acres, Robert F. & 

L K Mhv M KP.ltnn with ?() ft()7 r~n P.ln~ (' RnmkP with n T~1 
v 1_ease Fo1m 

Recommended: fl..-)1,1 
Not Recommended: -----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: CL A­
Not Recommended: -----

Bill Warnick, General Counsel 

Recommended: 1 ~ oJ:t1il 
Not Recommended: -----

L 

Approved:<=~"'----

Not Approved: ___ _ 

ss10ner 

Date: b/; YbS ' --'--="l(f-L-¥-> ..L.L---

Date: Lc;kc?los 

Date: 

Date: 

Date: ------
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t.Jcncral Land Office 
Rthnquoshmcnl ACI Lease Form 
Rc' oscd. S<pltmbcr 1997 

OIL AND GAS LEASE 

nus AGREEMEI'IT os made and <nlered uno 1his 21s1 doy of S.plembtr, 2005, btlwecn the Slat< of Texas, acung by and through us agent, 
Rose A .. rtal<b<rl, duliog in bt r sole ond seponle proptrty, care of PO Bos 5078, Pogoso Springs, CO 81147 said ag<nt herein referred to as the 
0\\1\er ofth< soil (whether one or more). and CHALFAI'IT PROPERTIES, INC., of PO 130X 3123, Midland, Texas 79702 hc:reinafler called L<ssce. 

1 GRANTING CLAUSE. For and in constdc:ration of the amounts stated below and of the covenants and agreements to be pa1d, k<pt and 
ptrformed by Lessee under this lease. the State of Texas, aCiing by and through the owner of the soi~ hereby grants, leases and lets un1o Lcssc<. for the sole 
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, buoldmg tanks, storing oil and building power slations, 
telephone lines and other slructures thereon, to produce, save, take care of, lreat and rransport said productS of the lease, th< following lands situated in 

REEVES County, Srote ofTexas, to-wn-

SE/4 of Stttion 2, Block 54, TowtUhip 5, T&P RR Co urvty 

contaming 160.0 acres, more or less. The bonus consodcratoon paid for thos lease is as follows 

To the Stale ofTexas: Two Thousand Thtrtcm and 331100 
Dollars($ 2 013 33) 

To the owner of the soil: Two Thousand Thinecn and 331100 
Doll~ IS 2 0!3 33) 

Toral bonus consideration: four Thousand Twenty-six qnd 66!!00 
Doll~ ($ 4 026.66) 

The torn! bonus consideration paid r<presmts a bonus of T hru llundrtd -r .. , Doll~ ($302.00) ptr aa-e, on lJ.JJJ net acres 

2. TERM. SubjCCI to the other provisions in this lease, ~1is lease shall be for a term of~ ye~ from thiS date (htrtin called "primary 
term") qnd as long thcreafler as oil Md gas, or either of them. is produced in paying quMtities• from said !Md . 
As used in this lease, the term "produced in paying qoanrirics" means that the rce<ipts from the salt or other authorized eommercoal use of tht subS1311c:t(s) 
covered exceed out of pocket operation~! expc:r1Ses for the six months last past 

3. DELAY REI'ITALS. If no well be commenced on the ltased premises on or before on< ( I) year from this date, this least shall terminat<, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 
the •• ntlS IS A PAIP·UP LEASE· SEE PAMGRAPII40 •• Bank, at~ or its successors (which shall contaiUe as the depository rrgardless of 
ch:mges in the owntrShip of said land), tht amount specified below; Ul addition, Less<< shall pay or tender 10 the COMMISSIONER OF TilE GENERAL 
LAND OFFICE OF TilE STATE OF TEXAS, AT AUSTIN, TEXAS, a hke sum on or before saod date. Payments under this parngraph shall op<rate as a 
rental and shall cover tho privilege of deferring the commencement of a well for one ( I) year from said date. Payments under 1his paragraph shall be in I he 
following amounts: 

To the ll"ner of the soil: 
Doll~($. ____________ __) 

To 1hc Stale of Texas: 

Dollars (S - ------ ------' 
Total R<ntal: 

Doll~ (S ____________ ...J 

In a like mMner and upon hke payments or tenders annually, the commcnccm<nl of a well may be further deferred for successove periods of on< (I) year 
each during the prOllnty term. All payments or tenders o fr<nlalto the owner oflhe soil may be made by check or sight draft of lessee, or any assognee of 
this ltaSc, Md may be dclovertd on or be fort th< rental paying date. If the bank designattd in this paragraph (or its successor bMk) should etas< 10 txist, 
sosp<nd business. liquodate, fail or be succeeded by another bMk, or for MY reason fall or refuse to aee<pt rtnlal, L<sscc shall not be held on dtfauh for 
failur< to make such paym<nts or t<ndtrS of rcnral unu!thony (30) days afler the owner of the sod shall deliver to L<ssce a proper recordable mstrumcnl 
nwning another bank as agent to receive such payments or tendtrS 

True and Correct 
copy of 

anginal filed in 
Reeves County 

Clerks Office 
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4 PRODUCflON ROYALTIES. Upon produc1ion of oil ancVor gas, Lessee agrees 10 pay or cause 10 be pa1d one-half( l/2) of 1he royally 
provided for in !his lease 10 lhe Commissioner of the General Land Office of the Stale of Texas, a1 Auslin' Texas, and one-half(l/2) of such royalty 10 the 
owner oflhe soil: 

(A) OIL. Royally payable on oil, which is defllled as including all hydrocarbons produced in a liquid form a1lhe mouth of !he well and also as all 
condensa1e, dis1illa1e, and olher liquid hydrocarbons recovered from oil or gas run through a scpara1or or other equipment, as hereinafter provided, shall be 
!/5th an of the gross production or the markel value thereof, at the option of !he owner of the soil or !he Commissioner of the 
Gcnenll Land Office, such value to be dctetmined by I ) the highest posted price, plus premium, if My, offered or paid for oi l, condenSate, distillate, or other 
liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in 1he general area where produced and when run, or 3) 1he gross proceeds of the sale thereof, whichever is the greater. Lessee agrees thai before any gas 
produced from the leased premises is sold, used or processed in a plan!, it will be run free of cos1 to the royalty owners through an adequalc oil and gas 
separa1or of convennonal type, or other equipment at least as efficient, so that aU liquid hydrocarbons recoverable from the gas by such means will be 
recovered. The requirement that such gas be run through a scpara1or or other equipmcnl may be waived in writing by !he royally owners upon such terms and 
condilions as 1 hey prescribe. 

(B) NON PROCESSED GAS. Royal ty on any gas ( includinj! Oared gas), which is de filled as all hydrocarbons and gaseous subs1ances not deftned 
as oil in subparagraph (A) above, produced from any well on sa id land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be ! /5th pan of the gross production or the market value thereof, althc 
option of the owner of the soil or the Commissioner o f the General Land Office, such value to be based on the highes1 market price paid or offered for gas of 
comparable quality in the general area where produced and when run, or the gross price paid or offered to !he producer, whichever is the greater; provided that 
the maximum pressure base in measuring the gas under this lease shall not al any time exceed 14.65 pounds per square inch absolute, and !he standard base 
temperature shal l be sixty (60) degrees Faltrcrtheit, correction to be made for pressure according to Boyle's Law, and for specific gravi1y according 10 tests 
made by the Balance Method or by the most approved method of resting being used by the industry at the time of test ing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 1/ lh part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, althc option of !he 
owner of the soil or the Commissioner of the General Land Office. All royalties due here in shall be based on one hundred percent ( 100"/o) of the total plan! 
production of residue gas attributable to gas produced from th is lease, and on fifty percent (50"/o), or thai percent accruing 10 Lessee, whichever is 1hc grea1er, 
of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from 
gas processed in a plant in which Lessee (or its paren~ subsidiary or alliliate) owns an in1cres~ then !he pcrcenmge applicable to liquid hydrocarbons shall be 
fifty perecnl (50"/o) or the highesl percent accrumg to a third party processing gas through such plant under a processing agreement neg01iated a1 arm's lenglh 
(or if there is no such th.ird pany, the highest pcrcem then being specified in processing agreements or contractS in 1hc industry), whichever is the grca1cr. llte 
respective royalties on res1due gas and on liquid hydrocarbons shall be determined by 1) !he highest markel price paid or oiTered for any gas (or liquid 
hydrocarbons) of comparable quality in the general area, or 2) 1he gross price paid or offered for such residue gas (or the weighted average gross selling price 
for lhc respective grades o fliqu id hydrocarbons), whichever is the greater. ln no event, however, shall the royallies payable under this paragraph be less than 
the royalrics which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other productS produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casin ghead," "dry", or any other gas, by fractionating. burning or any other processing shall be !/5th 
part of the gross production o f such products, or the market value !hereof, at the option o f the owner of !he soil or 1he Commissioner of the General Land 
Office, sucl1 market value IO be dctcnnined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products arc produced, whichever is the grea1er. 

5. MfNlMUM ROYALTY. During any year after the expiration of the primary tcnn of th is lease, if this lease is main1ained by production, 1hc 
royalties paid under this lease in no event shal.l be less !han an antOunt equa l to the toll! I annual delay rental herein provided; otherwise, there shall be due and 
payable on or before the last day of the month succeeding !he arutiversary date of this lease a sum equal to the lotal annual rental less the an1ount ofroyal1ies 
paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KINO. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or 1he 
Commissioner o f the General Land Office may, at the option o f either, upon no1 less than sixty (60) days notice to the holder of the lease, require thai the 
payment of any royallies accruing to such royally owner under this lease be made in kind. The owner o f the soil's or the Commissioner of 1he General Land 
Office's right to take its royally in kind shall not diminish or negate the owner of the soil's or the Conunissioner of the General Land Office's rights or Lessee's 
obliga1ions, whether express or implied, under 1his lease . 

7. NO DEDUCflONS. Lessee agrees that all royallies accruing under this lease (including those paid in kind) shall be wilhout deduction for the 
cost of producing, gathering. storing, separating, treating, dehydraling, compressing, processing, tranSporling. and otherwise making 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 rela1cd costs . 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proport ionale share of any fuel 
used to process gas produced hereunder in any processing planL Notwi~tStanding any other provision of th is lease, and subject 10 the written consent of the 
owner of !he soi l and the Colfunissioner of !he General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into 
any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be 
payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entilles the royalty owners to a royalty under this lease . 

9. ROYALTY PAYMENTS AND REPORTS. All royalties notlllken in kind shall be paid to !he Commissioner of the General Land Office at 
Austin, Texas, in ~Jc following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that 
royalty on oil is due and must be received in the General Land O ffice on or before the 5th day of !he second month succeeding !he 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 !he second month succeeding !he month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, comple1ed in the form and manner prescnbed by the General Land Office and 
showing d1e gross amount and disposition of all oil and gas produced and the market value o f the oil and gas, together with a copy of a ll documents, records 
or reportS confirming 1he gross production, d isposilion 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 

11~ 
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and markC1 value includmg g.as me1er readings. pipeline receipts, gas line receipts 1nd other cheeks or memoranda of amount produced and put into p1pelmes, tank~ or 
pools a nd gas hnes or gas storage. and any other repons or records which the General Land Office may require to verify the gross producuon, disposilton and market 
value In all cases the authority of a manager or agent to act for the Lcsscc herctn must be filed in the General Land Office Eoch royalty peyment shall be accomponied 
b) a check stub. schedule, sumnwy or other rcminance advice showing by the assigned General Land Office lease number the amount of royalty bemg potd on each 
lase If Lessee poys his royalty on or before thiny (30) d3ys after the royalty poymcnt wu due, then Lcsscc owes a penalty of$% on the royalty or S2$.00, whichever 
1s grater A royal!) poymcnt which is over thiny (30) days late shall oecruc a penalty of 10% oft he royalty due or S2$.00 "htchcvcr is greater In addition to a penalty, 
royalties shall accrue interest at a rotc of 12% per year: such tntercst will begin accruing when the royalty is sixty (60) days overdue Afftdavtts and suppontng 
documents "hu:h an: nor filed when due shall tncur a pcNilty 1n In amounl Stl by lhe Gcner~~l Land Office adm.Jnastra11 Vc lll1c -.h1ch 11 cffccuvc o n the date "-hen lhc 
affidavus or supportmg documents were due The Lcsscc shall bear all rdponstbt liry fOt ll")'tn& or causing royalltes to be potd IS ptt$Cftbtd by the due date provided 
herctn f'llyment of the dclinqucney penalty sh:llltn no way operate to prohibtt the State's ngltt of forfeiture IS provided by law nor ad to postpone the dale on whtch 
royalttcs were origmally due. The above penalty provisions shall not apply tn cues of tide dispute as to the State's pont on oft he royalty or to that ponton of the royal ty 
in d1spurc u co fair market value. 

10 (A) RESERVES. CONTRACTS AND OTHER RECORDS Lessee shall annually furni sh the Commtsstoner ofthe General Land Office v.tth 115 best 
posJiblc estimate of oil and gas reserves undcrlyin& this lease or allocable to thiJ lease and shall furnish said CommissiOner "uh coptCS of all contntct5 under "hteh gas 
tS sold or processed and all subsequent agreement< and amendments to such contracts withm thtrty (30) days after entering tnto or maktnz such contriCU. apcements or 
amendments. Such contracts and agreements when rccetved b)' the General Land Office shall be held in eonftdcncc by the General Land Office unless othcrwuc 
authoriud by Lessee. All other oontracts and record• pcruining to the product ton. transponat ion, sale and markcring of the on and gas produced on satd premises, 
including the books and account<, receipts and discharges or all well<, tank<, pools, meter<, and pipelines shall at all times be sub jeer to inspection and cumination by 
the Commissioner of tltc General Land Office. the Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Wnncn notiee of all operations on thiS lease shall be submined to the CommtSstoner of the General Land 
Office by Lessee or operator five (S) days before spud date, work over, re-entry, temporary abandonment or plug and a bandonment of any "ell or wells Such wn!lcn 
not ice to the Gcncr:ll l..and O ffice shall include copies or R.llilrOIId Commission forms for application to drill . Copies or '-''t:ll ICSIS. completion reportS and plugging 
rcpon s shall be supplied to the Gcncr:tl Land Office at the time they arc filed with the Texas Rail road Conunission. All applications, permits. rcpons or other filings tltat 
reference thiJ lease or any specific well on the leased premise• and tltat arc submitted to the Texas Railroad Commission or any other sovernmcntal agency shall 
tncludc the word "Stare· in the title. Additionally, in accordance with Railroad Commission rules, any signagc on the leased premises for the purpose of tdentifYtnz 
wells, tank ballcries or other usociated improvements to the land must also tncludc the word "State.· Lessee shall supply the Gcncntl Land 0 fficc "tth any records. 
memoranda, accounts,. reportS, cutt ings and cores, or other tnformotion relative to the operation of the abov«<cscribed premises, which may be n:q uesred by the 
General Lind Office. in addicion to I hose herein cxprcnly provided for. Lessee shal l have an elcciTicaJ and/or ntdioadivity survey made o n the: bore--hole sect ion. from 
the base of the surface easing to the total depth of well, of all wells dtilled on the above dcscnbcd premises and sball transmit a true copy of the log of each survey on 
each well to the General Land O ffice within fificcn (IS) days a ncr the maktna of said survey 

(C) PENALTIES. Lessee shall ineur a penalty whenever reports, documents or other matcriols arc not filed tn the General Land Office " hen due The 
penalty for late filing shall be set by the General Land Office admintstrative rule which is cfTectrvc on the date when the materials were due tn the General Land O ffice . 

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If . during the primary term hereof and pnor to dtscovcry and 
production of oil or gas on said land, Lcsscc should dnlla dry hole or holes thereon, or tf dunng the pnmary term hereof and after the dtsco•cry and aCIWII production 
o f oil or gas from the leased premiSeS such production thereof should cease from any cause, this lease shall not terminate tf on or before the cxpnnon of stXl)' (60) days 
from d3tc of completion of said dry hole or c:cssation of production Lcsscc commences addttional drilling or reworking opcrattons thereon, or pe)S or tenders the ncxl 
annual delay rental in the same manner u provided in this lease. If, durin& the las! yms of the prinwy term or "ithin SIXty (60) days prior thercro. a dry hole be 
a>mplded and abandoned, or the production of oil or gas should cease fOt a ny cause, Lessee's rights shall remain in full force and effect wtthout funher operations until 
the cxpirotion of the primary term; and if Lessee has not resumed production in paying quantities at the ccpinttion ofthc primary term. Lessee may matntatn this leaJC 
by conducting additional drilling or reworking operations pursuant to !'lira graph 13, using the cxpinotion oft he primary term as the date ofccssatton of product ton under 
!'lira graph I 3. Should the firsl well or any subsequent well dttlled on the above dcscn'bed land be completed as a shut-in oil or gas well wuhtn the prtrrtll) term herco( 
Lessee may resume payment of the annual rental in the same maMer as provided herein on or before the rental poyina date following the expiration of StXI)' (60) days 
from the d3te of completion of such shut-in oil or gos well and upon the failure to m.1kc such payment, this lease shall ipso facto terminate. 1 rat the C"Jltratton of the 
primary term or ony time thcrcoftcr a shut-in oil or gas well is lor:ated on the leased premises, payments may be made in accordance with the shut·in provistons hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the cxptnttton of the prtmary term. ncuher otl nor gas 15 betng 
produced on said land, but Lessee is then engaged in drillinz or rc,.ortung operations thereon, th is lease shall remain in force so long as openttions on satd "ell or for 
dtnltng or reworktng of any additional well arc prosecuted in &ood faith ond tn wortcmanlilce manner without interruptions totaling more than Sllny (60) da)S dunng any 
one such operation. and if they result in the production of oil and/or gas, so long thereafter IS oil and/or ga• is produced in payins quantittes from said lane!. or poyment 
o f shut-in oi l or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING. AND REWORKfNG If, after the ccptnttton of the primary term. production ofotl or gas from the leased prcmtscs,after 
once obtatned, should cease from any cause, this lease shall not terminate tfLessee commences additional dnlltng or reworktn& operallons "'thtn st<l) (60) days after 
such ccssatton. and this lease shall remain in full force and effect for so lona IS such operations continue in good faith and tn "orkmanltkc maMcr wtthouttntcrrupttons 
totahn& more than siX1y (60) days. lfSllch drilling or rcworl<m& opera! tOns result in the production of oil or gas. the lease shall remain in full fore<: and effect for so long 
15 oi l or gas is produc ed from the leased premises in poying quantities or payment of shut-in oil or gas well royalties or poymcnt of compensatory royalttCS IS made as 
provided herein or IS provtded by law. If the dtilling or reworking operations result in the complcrion ofl well as a dry hole. the lease "'II nottcmunatc tfthc Lessee 
commences addtttonal dnlhnz or reworktng operattonJ withtn suny (60) days after the completion oft he well as a dry bole, and thiS lease shall rematn tn effect so long 
as Lessee conttnucs drilling or rc,.-orkinz operations tn sood fatth and tn a "orl.manlikc manner without intcrruptions totaltng more than""'>' (60) days. Lcsscc shall 
gtvc "Tittcn nottcc to the General Land Offt<:c wtthtn thtrty (30) days ofany cessation ofproducuon. 

14 Sll lJT-IN ROYAL TIES. For purposes of this poragraph, "well" means any well that has been assigned a wdl number by the sutc agency havmg 
Jurisdiction over the product ton of oa and gas I( at any ttmc after the cxptratton of the pnmary term of a lease that unt~ bcins shut •n. wu bcinz mamtatned in 
force and ciTra, a "ell capoblc of productnz otl or ga< In poytng quantittCS tS located on the leased premises, bot oil or gas is not beina produced 10< lack of 
SUtlllblc produetton facthttes or lack o f a ..,itable martcc~ then Lessee may poy IS a shut· tn oil or gas royalty an amoont equal to double the annual rental provtdcd in 
the lease. but not less than Sl ,200 a year for each well capoblc ofproductng otl or gas tn poytng quantities lfl'llrograph 3 ofthiJ icasc does not spcctfy a delay rental 
omoun~ then forthc purposes of this pant graph, the delay rcn!lll amount shall be one dollar ($1.00) per acre. To be e ffect tV<. each initial shut· in oil or gasroyalty 
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muSI be paod on or before: ll) the CJCpu•oion of the pnmary ocnn, l2) 60 days after ohe Lessee ceases 10 produce ool or gu from I he leased prerruscs. or l)) 60 days after 
Lessee compleocs a drilling or re,.orkong opcrooion in accordance wioh ohc lease provosions; whichever dole is laocst. Such paymcnl shall be made one-half( 112) IO I he 
Commissooner ofohe General Land Office and one-half(l/2) 10 ohe owner ofUoc soil . lfohe shuo-in oil or gas royally is paid,ohe lease shall be considered IO be a 
producing lease and ohe paymenl shall ex lend ohe ocnn of I he lease for a period of one year from lhc end of ohe primary ocrm, or from lhe fii'Sl day of ohc monlh 
folloWing ohe monlh in which producuon ceased, and, aflct lhao, of no suilablc producuon l'acoliues or suo1able market for lhe ool or gas CJCo5U, Lessee may extend the 
lease for four more suecessove periods of one (I) yc:ar by paying lhe same tmOWII each year on or before the CJCpmotion of each shuo-in )cat 

15 COMPENSATORY ROYALTIES. If, duringohe period the lease os kepi in effect by poymcno ofthe shuo-on ool or gas royalty, oil or gas os sold and 
delivered on payong quantioies from a welllocaoed wothin one thousand ( 1,000) feet oflhe leased premoscs and eomplcoed on the same producong rescrvoor, or on any ease 
in "'hich dnoinage is occurring the righooo continue to mainllin the lease by payinglhe shuo-in oil or gas royalty shall cease, buolhe lease shall remain ctfeetovc for lhe 
n:maondcr o rthc y= for which the royalty has been poid. The Lessee may maintain the lease for four more succcssi>c years by Lessee poying compcnsatOf) royalty at 
the royalty rate provided in lhclease of the marke~ value ofproducoion from lhe "'ell causing the dr-aonage or "'hoch os comple~cd on lhc same producong res<rooor and 
'"thon one thousand (1,000) fee~ of the leased prcrnoses 1 be compensatory royally os to be paid monohly, one-half (112) oo ohe Commossooncr of ohc General Land 
Office and onc-half( l/2) 10 the owner ofohc soil, beginning on or before the last day of the month followonglhc month in "'111ch lhe oil or gas is produced from lhe "ell 
causing ohe drainage or thai is completed in Uoe same producong reservoir and located within one thousand (1,000) feeo ofohe leased premises. lflhc compcnsaoory 
royaloy paid In any 12-monlh period is in an amounoless ohan lhe aMual shuo-in oil or gas royalty, Lessee shall pay an amouno equal to lhe difference woohin thlfty (30) 
days from ohc end oflhe 12-monoh pcrood. Compensaoory royalty paymenos whoch ore notoimely paid "'II accrue penalty and onocrCSion accordance wolh Paragraph 9 of 
lhos lease. None of these provisoons "'II relieve Lessee of the obligation of reasonable development nor the obligation to droll offset "'dis u provoded on Texas Naoural 
Resources Code 52.173; ho"'cvu, at the deocrnunaooon of the Commissioner, and woth ohe CommoSSionct's "'nncn approval, the poymcnt ofcompcnsillory royallocs can 
saoisfy the obligation to droll offset "dis. 

16. RETAINED ACREAGE. Noowllh>tanding ooy provision ofthlS lease 10 the coo1111ry, oOcr • well producoog or eapoblc of producing ool ot gas has 
been completed on the leased premises, Lessee shall CJCcrcisc ohe diligence of a rcason:~bly prudeno opcrooor on drilling such addioional "'ell or "ells as may be 
reasonably necessary for ohe proper development ofohe leased prcoruses and in marke~ong ohe producoion thereon 

PAGE 

(A) VERTICAl..- In lhe evenl this lease IS on force and cffcctowo (2) years after lhe cxporaooon dale ofthc promary or extended ocrm 11 shallohcn ocrmonaoe 
as 10 all of lhc leased premises, EXCEPT (I) 40 acres surrounding each ool well eapoblc of producong on payong quanuoies and 320 acres surrounding each gas well 
capable of producing in paying quanoioies (including a shuo-in ool or gas well as provoded in Paragraph 14 hercoQ, or a well upon "'hoch Lessee os then engaged on 
conoinuous drilling or rcwo.king operations. or (2) lhe number ofocres onduded on a producong pcooled unot pursuonlto Texas Naoural Resources Coden 151-52 153, 
or l)) such grc:aoa or lesser number of acres as may ohen be alloeaoed for produaoon purposes 10 a prorauoo uruo fOf cacb such producon& well unda lhc rules and 
n:gulatoons of the Railroad Comrrussion ofTcxas, or any successor agency, or othct go•Ct~Vt~Cntalautboroty havingJurosdtaoon lfllany ume oftct the ciTectove woe of 
the par11al oarrunation provisoons hereof. the applocable focld n1les arc changed or the "ell or "'ells loeaoed thereon arc rcclassofied so lhat less aac:agc IS thereafter 
ollocaood 10 said "'ell or "ells for produe~ion purposes. obis lease shallohacupon ocrminaoe as 10 all aacage not lhcrcaflcr allocaoed oo saod "'ell or wells for producuon 
purposes. Notwiohstanding ohc ocrrninaoion of this lease asoo 1 ponion oflhe lands covered herebY, Lessee shall ncvcttbcless conoinuc oo havcohc righo ofingocss 10 and 
egress from the lands still subjcCIIo this lease for all purposes described in Panogtaph I hereof. oogcthcr wioh cascmcnos and righos-of-way for existing roods. cxosllng 
pipelines and other cxisoing fucilioics on, over and across allohe lands described in Paragraph I hercof("ohc relained lands"), for access to and from the re~~oned lands 
and for ohe gaohcring or oransponaoion of oil. gas and other minerals produced from ohc re~~ined lands 

lll) IIORJZONT AL. In the event thos lease os 10 forte aod effect two (2) )cars after lhe cxpwuon daoe of the pnmory or eX1cndcd tctm 11 shall funher 
terminate as to all depths below 100 feet below lhe tocal depth drolled (hcrconaftcr "dccpcr depths") in COA:b wdlloc:aoed on acreage re1aonod in ParagJaph 16 (A) above, 
unless on or before rwo (2) years after doc primary or eJ<Iended ocmo Lessee pays an omouno equal 10 onc-holf(l/2) oflhc bonus originally paid as consider.otion fO< obis 
lease (as specified on page I hcreoQ. lfsuch amouno is paid, this lease shall be in force and effect as 10 such deeper depths, and said ocrmonaoion shall be delayed for an 
additional period ofrwo (2) years and so long thereafter as oil or gas is produced on payona quantities from such deeper depths COYCI'ed by thos lease 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder asoo each "ell shall, as nearly as pr-actical, be on the form of a square "''th 
the wclllocaoed in ohe cenoalhereo( or such ooher shape u may be approved by ohe Commissioner ofohc General Land Office. Wiohin ohorry (30) days after panial 
oermonation ofohis lease as provided herein, Lessee shall cxccule and record a release or releases contaorung a saoisfioe~ory legal deseriptoon ofohe acreage and/0< dcpohs 
1101 retained hereunder. The recorded release, or • ccroified copy of some, shall be filed in ohe Gcocr-al Land Offocc, accompanied by the filing fcc prescrobcd by I he 
General Land Office n1les in effect on the date the release is filed. lfLessee &ols or refuses 10 cxccuoc and record such rdease Of releases wllhin ninety (90) days after 
being requcsocd 10 do so by I he General Land Office, then the Commissioner at rus sole discretion may dcsognaoc by "nnco on5tnlmcnt ohe acreage and/or depths oo be 
released hereunder and rccord such mstrumcnt 11 Lessee's expense on ohe eounoy or counties whcte ohclcasc is loeaocd and an the offocoal rccords of ohc General Land 
Offocc and such designation shall be bindong upon Lcsscc for all purposes. 

17. OFFSET WELLS. Neither ohc bonus. delay rcnlals, nor royalties paid, or 10 be paid, under this lease shall rclocvc Lessee ofhos oblogauon oo proocco 
the oil and gas under the abovc~escribcd land from being drained. Lessee, sublcsscc. receiver or other agent in control of lhe leased premises shall drill as many "ells 
as the &e~s may justifY and shall usc appropriaoe means and drilloo a dcprh ncccssary 10 prcvcno undue dr-ainage of oil and gas from obc leased premises, In addouon, of 
oil and/or gas should be produced on COilllliCKIII quanoities "'iobin 1,000 feet ofohe leased prenuscs, or on any case where the leased premises is beong drained by 
production ofool or gas, the Lcssc:c., sublcsscc, receiver or oohcr agent in control ofohe lca.scd prcnuscs shall on good fioiob hegon the dnlhng of a "ell or "'ells upon the 
IC3sed prcmoscs wiohin 100 days after ohc dr-ainong well or wells or the well or "'ells completed willian 1,000 fCd ofohe leased premoscs stan producing m commcrcoal 
quantioics and shall prosccuoe such drilling with diligence. Faolurc 10 sooisfy lhe Statulory offset obligaoion may subject this lease and lhe o"ncr of the sool's •seney 
righos 10 forfc11urc. Only upon lhe deocrminatoon of the Conurnssioncr of I he General Land Office and "''" hos "'TIIICn approval may the paymcno of compcnsaoory 
royaloy under applicable staouoory JXIflmt!er. saoisl)' ohc obligauon 10 drill an offSel "'ell Of "dis rcquorcd under thos JXIflgrBph 

18. FORCE MNEUR£. I( aftct a good &oth elTon, Lcsscc IS prevcooed from complyong ""h any express or imploed covenant of thos lease, from 
conducting dnlling operations on the leased premises, or liom producing oil or gas from tbc leased prcrnoscs by reason of war, rchdlion, riots. strikes, acts of God. or 
any valid order, rule or rcgulaoion of govern men I authorioy, then while so prcvcnled, Lessee's obligaoion 10 comply with such covcnanl shall be suspended and Lessee 
shall not be liable for damages for fililurc 10 comply wioh such covcnanos; additionally, Ibis lease shall be cJ<Icnded while Lessee is prevcnocd, by any such cause, from 
conducting drilling and reworking opcraoions or liom producing oil or gas liom the leasod premises. llo"-cva, nothing in thos poragraph shall suspend the paymcno of 
delay rentals in order to main tam this lease in effect during the promory ocrm in obe absence of such dnllona 0< "'"'O<kong opcrauons or productoon of oil or gas. 
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19. WARRI\NTY CLAUSE. The O\Ooncr of the soil warnontJ and awccs 10 defend llde to the leaJ<d prcmoJCS.Ifthc owner of the sool dcfauiiJ on poymcniJ 
owed on the leaJ<d premises. then Lcsscc: may redeem the righiJ of the O\Ooner of the sool on the leased prcmOSCJ by poyong any mortgage. W<CJ or other hen• on the 
lcoJ<d premosc:s If Lessee makes poymeniJ on behalf oft he owner of the sool under thiS paro8J1ph, lessee may recover the cost of these payments from the rental and 
royalties due the owner of the soil. 

20 (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface c:statc in the above dcscnbtd 
land, whether or not Lessee's interc:st is specified herein, then the royalties and rcntal herein provided to be paid to the owner of the soil shall be paid to him in the 
proportion "hich his into-est bears to the entire undivided surface c:stale and the royollocs and rental ho-cin provided to be paid 10 the Commissioner of the Gencntl 
Land Office of the State of Texas shall be likewise proportionately reduced. llowever, before Lessee adjusts the royalty or rental due to the Commissioner of the 
Gcncrol Land Office, LcSJ<c or his authorizod rcpr<Jentative must submit to the Commissioner of the General Land Offi ce a wrinen statement which explains the 
discrepancy between the intcrc:st purportedly leased under this lease and the aetual interc:st owned by the o"'ncr of the soil. The Commissooncr of the General Land 
Olfocc shall be paid the value oflhe "'hole production allocable 10 any undiVIded interest not covered by II CIS<. less the proponoonate development and produCioOn COSt 
ellocable 10 such undivided ontcresl. Howevo-, in no event shall the Commissioner of the General Land Office reccovc as a royalty on the gross production allocable to 
the undivided onterc:st not leased an amount less than the value of onc-siJOccnth ( 1116) of such 8JOSS productioo. 

(0) REDUCTION OF PAYMENTS. I( during the primary term, 1 portion of the land covered by this lease is included within the boundanCJ of a 
pooled unitlhot has been approved by the School Land Boerd and the 0"'.,.,.. of the sool in acx:o<dancc with Natural Resources Code SCCIJOCIS $2. 1$1-$2.154, of i( II any 
time efta the expintion of the prim:uy tam or the cctendtd term, thi< lease covm a lesser numbct ofecr<J than the local amount described hacon. poymenU that arc 
mode on a pa aae bosiJ hcrcunda shall be reduced eccording 10 the numba ofaacs pooled, released, surrcndacd. or othenoise sevacd. so that payments determined 
oo a pa acre basis under the term< of this lease during the primary term shall be calculared based upon the numba ofacrCJ ouuidc the boundariCJ of a pooled un11. or, 
ifafttT the expiration of the primary term, the numba ofetTCJa.erually retaoncd and coveted by th is leaJ<. 

21. USE OF WATER. Lessee shall have the right to usc water produced on said land nc:c:cswy for opaations under this lease cxccpc "~ter from wells or 
lllnks of the owner of the soil; provided, however, Lessee shall noC use potable Wllltt or water suitable for livc:stock 0< irrigation purposes ror watcrflood opcratioos 
•vithout the prior consent of the owner of the soil . 

22. AUTHORIZED DAMAGES. ~ shall pay the owner or the soil ro.- damages caused by us operations to all pasonal propaty, improvements, 
lovtslock and tTops on said land 

23. PIPELINE DEPTH. When rcqutsled by the owner of the sool, LCJS<c shall bury its popclinCJ below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled ncara than two hundred (200) ICcl to any bouse 0< born now on said premlSCS without the wrillcn 
consent ofthe owner ofthe soil. 

25. POLLUTION. In developing this area, Lessee shall use the highc:sl degree of care and all propa safcguardJIO prevent polluuon Withoutlomollng the 
foregoong. poilu lion or COl SUI I Weiland$, natural waterways, rivers end impounded ..... ... shall be prevented by the usc of containment facilillcS sufficient 10, prevent 
spillage, J<Cpogc or ground wattT cootamination. In the event of pollution, Lessee shall usc ell means 11 iiJ dosposal 10 rceapcurc ell escaped hydrocarbon$ or otha 
pollutant and shall be responsible for all damage to public and private propcrtiCJ. Lessee shall buold and maintain fenCCJ around i11 slush, sump, and draonaac priJ and 
tank banencs so u 10 protect livc:stock against loSJ, damage or injury; and upon completion or abandonment of any well or wells, LCJS« shall fill and lc• cl all slush 
piu and cellars and complady clean up the drilling site ora II rubbish thereon. Lessee shall, while conducting opaations on the lc:ucd premises. keep said prcmiSCJ free 
of all rubbish, cans. bOitiCJ, papa cups or garbage. and upon completion ofopaationJ sha ll restore the surface of the land to u ncar its original condition and contours 
u is procti<:able. Tanks and equipment will be kepi pointed and presentable . 

26. REMOVAL OF EQUIPMENT. Subj<Cito limitations in this paro8J1ph, Lessee shall have the right to rcmovc mach inti')' and fixturCJ placed by Lessee 
on the leased premises, including the right to draw and remove casing. within one hundred twenty (120) days efttTthe expiration or the ttTmination of this lease unless 
the owner of the soil gJints LCJscc an extension of this 120-<lay period. liowcvtT, L<Jsec may not remove casong from any well capable of producing oil and gas in 
paying quantities. Additionally, LCJsec may not draw and remove caJing until after thirty (30) days I'TIIten notice 10 the CommiS>ioncr of the Gcntl'll Land Office and 
to the o"ncr of the soiL The O\Ooner of the soil $hall become the owner or any machinery, fiXlUrcs, or CIJlng which arc noe timely removed by Lessee under the tams or 
this pora8Jiph, 

27. (A) ASSIGNMENTS Under the cooditions contained in this paragraph and Paragraph 29 ofthos lease, the ro ghiJand CSIIICJ of either party to thos 
lease may be usigncd, in "hole or in part, and the provisions ofthis lease shall extend 10 and be binding upon thcor heirs, dCYlsecs,lcgal reprCJ<ntanvcs, su<cCJsors and 
assigJ~J llowcver, a change or division on 0"11ership of the land, rentals. or royalties will noe enlarge the obligation• or Lcsscc.. dominish the righ11, priYllcgCJ and 
c:statcs of LCSJCC, ompoor the effectiveness of any payment made by Lessee 0< impair the effectiveness of any act paformcd by Lessee And no change or dovosoon on 
Ol'ncrship of the land, rentals. 0< royahics shall bind LCJSCC fo.- any purpc10 unul thirry (30) days eftcr the owntT of the sool (or hos heors, devisees, legal rcprCJ<ntatiVCJ 
or assigns) furnishes the Lessee with satisf.Jctory wri11cn evidence of the change in o.,.n.,.ship, including the original rccorded munomcniJ of totlc (ora ccrtifocd copy of 
such original) when the ownership changed because of a conveyance. A total or partial usignmcnt oftbisleasc shall, to the extent of the interc:st assigned, rel ieve and 
discharge LeJSCc of all :~Ubscquent obligations unda th iJ ica.sc. lfthiJ iease is u sii!JICd in iu entirety u to only port of the ecreage. the right and option 10 poy rcntals 
shall be apportioned as bawcen the several owno-s ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not 
aiTCCithis lease on the pa.rt of the land upon which pro rata rentals arc timely paid or tcndaed; howevtT, if the assognor or assignee doCJ not file a certified copy or such 
assignment on the Gcnc:ral Land Office before the ncJO rental paying date, the entire lease shall terminate for flolure to poy the entire rental due under Para8Jiph 3. 
Every assignee shall succeed to all rights and he subj<Cito all obligations, liabililics. and pcn:alt ies owed 10 the State by the original I= or any prior assignee of the 
lease~ including 1ny liabilities co the State for unpaid royalties. 

(0 ) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paregnoph 27(a), if the owner of the sool acquires thos lease in "hole or in pod 
by usignmc:nt wothout the prior I'Tittcn epproval of the Commissioner of the General Land Office, this lease is void as of the time or aS>ignmc:nt and the agency power 
oft he owner may be fo.-feitcd by the CommiS>iontT. An assignment will be treated as if it wo:rc made 10 the owner ofthe JOil if the usigncc is: 

( I ) a nominee of the owner or the soil; 
(2)1 corporation or subsidiary in which the o"ncr of the soolos a proncipal Jlockholder or osan employee of such a corporation o.- subsodoary; 
(3) a partnaship in whido the O\Ooncr of the soolos a part nOT or 1$ en employee of such a partnership, 
(4) a principal stockholder or employee oft he o:orpontion which os the owner of the sool, 
(5) a portncr or employee in a portntl'ship which is the owner o f the soil, 
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(6) 1 fiduciary for the oY~nct of the so1l; includmg but not llm11ed to a guardaan, trustee. executor. adm!niStr"'tor. rcec1vcr. or con.servator·for tht 
OY~ncr oflhc soil: or 

(7) a lilmily mcmbct of the O\\ner of the soil or related to the owner of the sool by marriage, blood. or adopcoon 
28. RELEASES Under the condotoons contlined in thos pongnopl1 and Pangnopl129. Lessee ""Y atony tome execute and ddl\er to the owner of the sool 

and place of record a release or rdc:ascs covering any portoon or portions of the leased prenuses, and thereby SWTender this lease as to suclo portiOn or portions. and be 
reloevcd of all subsequent obligations as10 acreage surrendered If any part ofdus lease LS properly surrendered, the delay rentll due under thiS lease shall be reduecd by 
the proportion that the surrendered acreage bears to the aaeage which was covered by this lease immedoatcly prior to such surrender; ho,.ever, such release will not 
reloeve Lessee of any llabt lities which ""Y have acuued under this lease prior to the surrender of such acreage. 

29. Fl LING OF ASSIGNMENTS AND RELEASES. I fall or any port of this lease is assigned or released. such assignment or release ntUSI be recorded 
in the county where the land is situated. and the recorded instrument or a copy of the recorded instrument cati6cd by the County Cieri: of the county in which the 
in5UIIment is reeorded. mu>1 be filed in the General Land Offiee "ithin 90 days of the lut exeeutioo date accomponied by the prescribed filing fee. If any such 
assignment is not so filed. the rights acquired under this lease shall be subject 10 forfeiture otthe opcion of the Conunissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provwons pcrtaonong to the lease of tbe abo•c-described land have been oncluded on thiS oOSinlmcnt oncludong the 
statement of the true consideration to be paid for the execution of tbis lease and t.be nghts and dutocs of the ponoc:s. Any collateral agn:crncnts coroccming the 
development of oil ond au from the leased premises" hoch ore not contlincd on this lease render thos lase onvolid. 

31 . FIDUCIARY DlJfY. The owner of the soil owes the State a fiduc11ry duty and must fully disclose any lieu affectong the State's intereg on the leased 
premises. When the interests of the owner of the sool conflict with those of the Stlte. the o"11er of the soil is obligated to put the State's intereSis before his personol 
tniCf C51 S. 

32. FORFEITURE. If Lessee slwll lio il or refuse to make the poyment of any sum within thirty days after it becomes due. or if Lessee or an authorized 
agent should knowingly make llriY false return or lio lsc rcpon concerning production or drilling. or if Lessee shall &il or refuse to drill any offset well or "ells in good 
fuith as required by law and the rules and regula tions ado peed by the Commissioner of the General Land Office, or if Lessee should fiilto file reports in the ITI3nner 
required by law or faolto comply with rules and regulatoons promulgated by the General Land Offoce, the School Land Boord. or the Raolroad CommissM!n. or of Lessee 
should refuse the proper authority aca:ss to the rC<lctrds pcrtaoning to operations, or if Lessee or on oulhoriz.cd agent should lnowingly lilil or refuse 10 gove correct 
informatoon to the proper oulhority. or kno"1n&ly fiol or refuse to fumJSh the General Land Otfocc a correct loa of any \\ell. or of Lessee shall kno,.on&Jy violate any of 
the ITI31crial provisioM of this lease, or if thiS lease is assigned and the assignment IS not filed in the Genc:ral Land Off~ee as required by law, the rights acquired under 
this leosc: shall be subject to forfeiture by the Comnussooncr, and he shall forfeit same when suflicoeotly informed of the fic:ts wlooelo aulhorizx: a forfeiture, and \\hen 
forfeited the area shall ogain be subject to lase under the terms of the Relonquoshment Ac:t Ho\\cver, nothins hereon shall be conSinled as \\"loving the outomatic 
termination of this lease by operation oflaw or by reason ofony spa:ial limitltoon arising hereunder. Forfeotures may be set aside and this lease and all roghts thereunder 
rcanstated before the rights of another intervene upon satisfoccory evidence to the Commissioner of the General Land Office of future compliance with the provasions of 
the law and of this lease and the rules and regulations that may be adopted relatove hereto. 

33. LIEN. In accordance: with Tcxns Natural Resources Code 52.136, the Stlte shall have a fust lien upon all ool ond gas produced &om the arc::o covered 
by this lease to secure poymcnt of all unpaid royalty and other sums of moner that may become due under this leosc. Oy occeptanee of this lease. Lc:ssec sranu the 
State, in addotion to the locn provided by Texas Natural Resources Code 52.136 and any other opplocable statutory hen, an express conll'1c:tual lien on and sccuroty 
intere>1 in all leased minerals in and extracted from the leased premises, all proceeds "hoch may accrue to Lessee: from the sale of such leased nuncrals. \\hcther such 
proceeds arc held by Lessee or by a third party, and oil fixtures on and improvements to the leased prerruses used on COM<aoon ,.;th the produc:tooo or proeessoog of 
such leased mitoenlls on order to secure the paymeJII of all royaltocs or other amounts due or to become due under thos lcose and to seeun: payment of any damages or 
loss that Lc:ssor m;oy suffer by reason of Lc:ssces breach ofany covenant or conditooG of this lcosc:. "hcther express or omplied. This lien and """""ty ontere>1 moy be 
foreclosed with or without court proc:co:dings in the m;onner provided in tbe Ti~e I, Chapcer 9 of the Tcaos Ousiness and Commerce Code. Lessee ogroes thot the 
Commissioner may requore Lessee to execute and record such instnoments as may be reasonably necessary to acknowledge, ottlch or pcrfec:t this lien. Lessee hereby 
n:prescnt5 that chcrc arc no pnor or superior liens arising from and relating to Lessee's activities upon the above..<Jescribcd property or from Lessee's acquisition of this 
lease. Should the Comnoossioncr at any time determine that this representation is not true, then the Commissioner may dccl•rc this lease forfeoted as provided herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royolty intere>1 of the owner of the soil under this lease "ith any other leasehold 
or minc:r.J I interest for tbe expltntion. devdopment and produc:tion of oil or gas or either of them upon the Slime terms as shall be approved by the School Land Board 
and the Commissioner of the General Land Office for the pooling or unotizing of the inter<>l of the State under dus lease pursuant to Texas Natural Resources Code 
52.15 1-52.1 SJ. The owner of the sool agrees that the ondusoon ofthos pro•isoon on thos I<IISC satiSfocs the c:xccutioo requorcrnents stated in Texas Naturol Resources Code 
52.152 

35. INDEMNITY. Lessee: hereby rdeases and discharges the Stltc of Texas a&! the owna of the sool, theor olroccrs, employoes, ponners. ogents, 
contrac:tors. subcontractors, sue>1S, invitees, and their respective successors and assogos. of and from all and any ac:tions and causes of action of every nature. or other 
harm. oncluding environmental harm. for which recovery of damages is sought, including, but not limited to, all losses and expenses "ioich ore caused by the acti•ities 
of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from. the opera lions of or for Lessee on the leased premises hereunder, or that 
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other neglogcnt or strictly liable act or emission of 
Lessee. Further. Lessee hereby avees to be liable for, exonerate, indemnify, defend and hold harmless the Stlte of Texas and the O\\'ller of the soil. their officers, 
cmployoes and agents, tlocir successors or assigns, opinSiany and al l claims, liabilities, .losses, damages, actions. personal Injury (inducting death). costs and expc:nses, 
or other harm for ... t ich tcco•cry of daiTI3gc:s is sought under any theory including tort. contnct, or stric:t liability, including attorneys' fees and other legal expenses, 
oncluding those related to environmental hamrds. on the leased premises or in any ""~Y related to Lessee's fiilure 10 comply \\llh any and all environmental laws; those 
arising from or on any ""~Y related to Lessee's operations or any other of lessee's aetivot.ies on the leased premises; tloos<: arisana from Lessee's usc of the surface of the 
leased premises; and those that may arise out of or be occosioncd by Lessee's bn:acb of any of the terms or pro•isions ofthos Agoeemc:tlt or any other act or omission of 
Lessee, ots directors, officers. employoes, ponners. agents. conll'1ctors, subeonll'1ctors, guCSU. onvotees, ood their r<Specti>e successors ond assigns. Each aSSignee ofthos 
Agreement, or an ontere>1 therein. agrees to be liable for, exonc:notc, inde.mnify, defend and hold harmless t.he St1te of Texas and the owna of the soil. their officers, 
employees, and agenu in the same manner provided obove in connection with the ac:tivitK:s of Lessee, iu olrocers. employees, ond agcrus as described above:. EXCEPT 
AS OTHERWISE EXPRESSLY LIMITED IIEREIN, ALL OF TilE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED U DER Til [ 
T ERMS OF TillS AGREEMENT SIIALL li E WITIIOUT LIMITS AND WITIIOUT REGARD TO Til E CAUSE OR CAUSES T II EREOF (EXCL DING 
PRE-EXISTING CONDITIONS), STRICf LIABILITY, OR Til E NECLICENCE OF ANY PARTY OR PART IES (INCLUDING TilE NECLICENCE OF 
T ilE lNDE~INIFIED PARTY), WIJETIIER UCII NEGLIGENCE HE SOU:, J OINT, CONCURR£NT, ACfiVE. OR PASSIVE. 

True and Correct 
copy of 

Orig1nal filed in 
Ree 1es County 

Clerks l')ffice 

1.23 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards to prevent conram10alion or polluuon 
of any cnv•ronmcntal medium, u1cluding soil, surface waters, groundwater, sediments , and surface or subsurface strata, ambient air or any other 
cnvironmerual medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee sholl nor bnng or permit to remaon on the leased 
premises any asbestos containing materials, explosives, toxic materials, or subsranees regulated as hazardous wastes, hazardous materials, hazard«Js 
substances (as the term "Hazardous Substance" is de fined in lhe Comprehensive Environmental Response, Compensation 1111d Liability Act (CERCLA), 42 
U.S. C. Sections 9601 , et seq.), or roxie sobsmnces under any federal, stare, or local law or regulation ("H323tdous Materials'), except ordmary prodDCIS 
commonly used in connection with o il 1111d gas exploration and development operations and stored in the usual manner and quan1111es. L ES EE'S 
VIOLATIO N OF TilE FOREGOING PRO HI BIT ION SJIALL CONST IT UTE A MATERIAL BREAC II AND DEFAULT llEREUNOER AND 
LESSEE S llALL I NDEMNlFV, llOLO LIARMLESS AND DEFEND TilE STATE OP TEXAS AND TilE OWNER OF TilE OI L FROM AND 
AGAINST ANY ClATMS, DAMAGES, JUDGMENTS, PENALTIES, LIABLLIT IES, AND COSTS (INC LUD(NG REASONABLE ATTORNEYS ' 
FEES AND CO UR T COSTS) CAUSED BY OR ARJSf NG OUT OF (I) A VIOLATION OF Til£ FOREGOI NG PROHIBITION OR ([I) TilE 
PRESENC E, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR AnOUT TOE LEASED PREM ISES OURT.NC 
LESSEE'S O CCUPANC Y OR CONTROL OF TilE LEASED PREM IS ES. LESSEE SllALL C LEAN UP, REMOVE, R£MEOY AND REPAIR 
ANY SOI L OR GROUND WATER C ONTAMINATION AND DAMAGE CA USED BY TilE PRLSENCE OR RELEAS E OF AN Y HAZARDOUS 
MATERJALS fN, ON, UNDER, OR AnOUT T ITE LEASED PREM ISES DURING LESSEE'S OCCUPANC Y OF T il E LEASED PREM ISES I 
CONFORMANC E WITR TUE REQlflREMENTS OF A PPLICA BLE LAW. TillS INOEMNlFICATION AN D ASSUMPTION SHALL Ari'LY, 
BUT IS NOT LIMrTED TO, LIARfLITV FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERC LA OR ANY OTHER 
LNVlRONMENTAL LAW OR REGULATION. L ESSEE SUALL 1111MEDIATELY G IVE TlfE STATE OF TEXAS ANDTF£E OWNER OF TilE 
SOIL WRITTE N NOTI CE OF ANY BREACll OR S USPECTED DREAC il OF TTOS PARAG RAPO, UPON LEARNlNG OF TilE PRLSE CE 
OF ANV OAZARDOUS MATERIALS, OR UPON RECEIVING A NOTIC E FROM ANY GOVERNM ENTAL AGENCY PERTAINfNG TO 
IIAZAROOUS MATERIALS WIDCU MAY AFFECT THE LEASED PREMISES. TIIE OBLIGATIONS OF LESSEE HEREUNDER SUALL 
SURVI VE TOE EXPIRATION OR EARLI ER TERMINATION, FOR ANY REASON, OFTIDS AGREEMENT. 

37. APPLICABLE LAW. This lease is issocd under the provis ions of Texas Norural Resources Code 52. 17 1 through 52.190, commonly known as 
the Re linqu ishment Act, and other applicable statutes and amcndmeniS thereto, and if any provision in th is lease does not con form ro these statutes, the 
s tatutes will prevail over any noncon forming lease provis ions. 

38. EXECUTION. This oil and gas lease muse be s igJled and acknowledged by the Lessee before it is filed of record in the county records and in 
the General Land O ffice of the Stare of Texas. Once the filing requiremencs found in Paragraph 39 of th is lease have been satis fied, the effective dille o f this 
lease shall be the dace found on Page I . 

39. LEASE FILING. Pursuant to Chapter 9 o f the T exas Business and Commerce Code, this lease must be filed of record in the offi ce of the 
County Clerk in any county in which all or any pan of the leased premises is located, 1111d certifi ed copies thereof must be filed in the General Land OIT~te. 
This lease is not effi:ctive unrila certified copy of this lease (which is mode and certified by the County C leric from his records) is filed in the General Land Of 
lice in accordllllcc with Texas Natural Resources Code 52. 183. Add itionally, th is lease shall not be b inding upon the State unless it recites the actual 1111d true 
cons ideration paid or promised for execution of this lease. Tite bonus due the Stale 1111d the prescribed filing fee shall accompany such cen ilied copy to the 
Gencrnl Land Office . 

40. Rentals in the amount o f S26.66 for years rwo and three of th is lease have been prepaid. One half (\I,) of this amount has been pa id 10 the 
Lessor and one half(l'•) has been paid to the State of Texas. Rental for the fourth year in the amount ofS2,679.93 has not been paid and if the founh year 
rental is noc paid tht11 this lease will expire. One half (Y,) of the foarlh year rental will be paid to the Lessor and one half (Y,) will be pard co the Stale of 
Texas. Renta l for the li flh year is included in the founh year rental and if the foun year rental is paid then no additional rentals are due under this lease 

LES 

BY: Willia m A. Cholfanl 

TITLE: President 

DATE· \D) 17.1 QQ 

STATE OF TEXAS STATE OF TEXAS 

~AecL<'~/£-
Bv: Ros e Ann Rat chert. deaUng in her sok •nd 

Stpararc property 
TITLE: lndrvidually 1111d as agent for the State ofTexas TITLE: Individually and as agent for the Srato of Texas 

Date·------- -----

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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STATE OF CC> l& 1 cd.lo 

COUNTY OF _.._-/d-"-•--=c:::'-L_,LL.c:..:~..___.. 

Before me, the Wldcrsigned authority, on tlus day ~ly appean:d Rose Ann llalchtll, dtaling in hr sole and 
separAte property, known to me to be the persons whose names are subsaibed 10 the foregping inslrumenf. and acknowledged 
to me I hat they executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the __!/!:_day of (} C j C7 bt/ 7 ' 2005. 

NotS:i~ ~ f: , ~~~ l?n J 1) ' 

True and Correct 
copy of 

Onginal filed rn 
Reeves County 
Clerks Office 
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STATE OF T EXAS 

COUNTY OF MIDLAND 

Before me, the undersigned authority, on this day personally appeared W illia m A. C halfa nt, 
known to me to be the person whose name is subscribed to the foregoing instrument, as P resident of 
C halfa nt Properties, Inc. and acknowledged to me that he executed the same for the purposes and 
cons ideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of o ffice this the day of 

Oc;ra(?f.-17 , 2005. 

MASHALA K. CROSS 
t~ot~ry Public. State of Texas 

l.ly Commission Expires 
7-16-2008 

Notary Public in and for the State of Texas 

--

·~ Y!l. ~NUl. «t fkU\'Y~ ~t"'t Ut c..t '. • ••• 
(111 USf P1 " ., ;.. . l r;.w.;r Ot cotDt 

•, •.( .=r:J ; ... ~ •,l)(R lf~k.At 00 Pt.tl '· .•. -.~ 

fiLE MO . 5045 w 

FILED FOR RECORD ON' .THE._-'2=.!ND~ ___ DAY OF NOVEMBER A. D. 2005 4 :56 P . H . 

DULY RECORDED ON\~ 4TH DAY OF NOVEMBER A. D. 2005 10:00 A . M. 

BY: I f- I \ , DEPUTY DIANNE 0. FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 

copy of 
Original filed in 
Reeves County 

Clerks Office 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The atxwe and loregoong s a lu'l true and co• reel photographiC copy ollhe 
ong na record net~ '" my la.vlul cus:ody and possess' on as me ~ ;c s 
li'ed.recor!Jetl.!(l the pub'~ rec_prds ol rT'~Ce I JUno ~ VO~ 
PAGE _ l_ l_H -1-lRU 1 2 b OJ.il'l~Rl)S--- ~ 

~"f-ri'8,"··· here:J)ce~'edor NOVEMBER 8 2005 

/~~ .. · ~)'"/., f~ ~~ DIANNE 0 . FLOREZ. C 

;~ i REEV SOU 
\ ~~ -'~i 
-~~~~~ BY~~~~~~--~~ 
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FILE# 5047 

Gcn..-aJ Land Office 
RchnqutShmcnt Act Lease Form 
Rcvosed, September 1997 

OIL AND GAS LEASE 

lliiS AGREEMENT is made and entered 11110 this 21s t d1y o r eptember, ZOOS, between the State of Texas, acting by and through its agent, 

J oanne McLeod, duling in her sok 1nd npar1tc propcr1y, care of PO Bo• 1943, Friuo, TX 7SOJ4 said agent herein rcCerrcd to as lhe owner of the 

soot (whether one or more), and CHALFANT PROPERTIES, INC .. of PO BOX 3123, Midland, Texas 79702 hcreinaft<r called Lessee 

1. GRANTING CLAUSE. For and in consoderation of the amounts stated below and of the covenMts and agreements to be paid, kept and 

performed by Lessee under this lease, the State of Texas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole 

and only purpose or prospecting and dnlling for and producing ool and gas, laying pope lines, buildmg tanks, storing oil and buolding power stations, 

telephone lmes and other structures thereon, to produce, save, take care o( treat and tn111Spor1 said products or lhc lease, lhc followmg lands sotuated U1 

REEVE County, State ofTexas, to-wn. 

SE/4 or Sect ion 2, Block 54, Towruhlp 5, T&P RR Co urvoy 

contaonmg 160.0 acres, mo.-e or less The bonus consideration paod for lhis lease IS as follows 

To lhe State orTexas: Two Thousand lbjOceo Md 28/100 
Dollars ($ 2,013 28) 

To lhc owner oflhc soil Two ThOUSlllld Th!!lccn and 28/100 
Dollars (S 2 0 13 28) 

Total bonus consideration· four Thoysaod Twenrv-Sjx and 561100 
Dollars IS 4 026 S6l 

The tota l bonus consideration paid represents a bonus of Three Hundred T"·o Dollars ($302.00) per acre, on 13.333 net acres. 

2. TERM Subject to the other provisions in lhis lease, this lease shall be for a term o r E.u:ti,U years from lhis date (herein called "primary 

tcrmj and as long !hereafter as oil and gas, or either of !hem, is produced in paying quantnies ' from saod land. 

As used in th is lease, the term "produced in paying quantit ies" means lhatlhc receipts from the sale or oth<r authorized commercial usc oflhc subslllnc:e(s) 
covered exceed out of pocket operutoonal expenses for the six months last pasl 

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one (I) year from this date, thiS lease shalltcnnmotc, 

unless on or be fore such anniversary dote Lessee shall pay or tender to the owner of the soil or to his eredio in 

the" Ti llS IS A PAID-UP LEASE. SEE PARAGRAPH 40 " Bank, at~ or its sucoesSO<S ("'hich shall contmue as lhc depository regardless of 

changes in the 0\•nershop of said land), lhc amount specified below, in addition, Lessee shall pay or tender to lhe COMMISSIONER OF JlfE GENERAL 

LAND OFFICE OF Jl~E STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before sood date Payments under lhis paragraph shall operate as a 

rental and shall cover the privilege of deferring the commencement o f a well for one (I) year from said date. Paymen!S under this paragraph shall be in the 

following amounts 

To the om1er o fthc soil: 
Dollars($ _ ____________ _} 

To the State of Texas: 
Dollars (S _ _ ___ _______ _J 

Total Rental 
Dollars (S _ _ ___ _______ _} 

In a like manner and upon like payments or tenders annually, !he commencement ora well may be funher deferred for suecessove peroods of one ( I) year 

each during the pnmary term. All payments Of tenders of rental to the own<r of the sool may be made by check or soght draft of Lessee, or any assogncc or 

th is lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bonk) should cease to exist, 

suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to acecpt rental, Lessee shall not be held in default for 

faolurc to make such paymenlS 0< tenders or rental unto I thirty (30) days after lhc owner or lhc soil shall deliver to Lessee a proper recordable mstrument 

nammg another bank as agent to reccove such payments or tenders 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 
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4. PRODUCTION ROYAL TIES. Upon production of 011 and/or gas, Lessee agrees to pay or cause to be paid onc-llalf(l /2) of the royalty 
prov1ded for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin' Texas, and one-half ( l/2) of such royally to the 
0\Vncr of the soil: 

(A) OIL Royalty payable on oi~ which is dcfaned as including all hydrocarbons produced an a liquid form at the mouth of the well and also as all 
condensate, distilla!e, and other liquid hydroc:atbons recovered from oil or gas run through a separator or other equipmcot, as bcrcinaJler provided, shall be 
!/5th pllrl of the gross production or the market value thereof; at the optaon 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 premium. if any, offered or paid for oil, condensate, dis tillate, or other 
liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof; whichever is the greater. Lessee agrees that before any gas 
produced from the leased premises is sold, used or processed in a plam, it will be run free of cost to the royally owners through an adequate oil and gas 
separator of conventional type, or other equipment at least as efficient. so that all liquid hydrocarbons rccoveroble 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 tenus and 
conditions as t hey prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (includinjl Oared gas), Y.hich is defancd as all hydrocarbons and gaseous substances not dcfancd 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein w1th respect to gas processed in a plant for the extraction of 
gasolane, liquid hydroc:atbons or other produas) shall be 1/Sih pan of the gross production or the market value thcreo(, a1the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest marla price paid or offered for gas of 
comparable quality in the general area where produced and when run, or the gross price paid or offered tO the producer, -.hichevcr is the greater; prov1ded that 
the maximum pressure base in measuring the gas under th.is lease shall n01 at any time exceed 14.6S pounds per square inch absolute, and the standard base 
temperature shall be sixty (60) degrees fahrcnhci~ I:On'tction to be made for pressure DC(;()fding to Boyle's Law, and for specific gravity according to tests 
made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(q PROCESSED GAS. Royalty on any gas processed in a gasolanc plant or other plant for the recovery of gasoline or other hqu1d hydrocarbons 
shall be 1/Sth p11r1 of the residue gas and the liquid hydroc:atbons extracted or the market value thereof; at the option of the 
owner of the soil or the Commw ioner of the General Land Office. All royalties due herein shall be based on one hundred percent (1000/e) of the total plant 
production of residue gas attributable to gas produced from this lease, and on filly percent (SO"/e), or that percent accruing to Lessee, whichever as the greater, 
of the total plant production o f liquid hydrocarbons attributable to the gas produced from this lease; provided thBI if l i~J.Uid hydrocarbons arc recovered from 
gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an inu:rest. tl1cn the pcrccnlllge applicable to liquid hydroc:atbons shall be 
fi lly percent (50"/e) or the highest percent accruu1g to a third pllrly processing gas through such plant under a processing agreement negotiated a1 arm's length 
(or if there is no such third party, the highest paccnt then being spc<ilied in processing agreements or contraas in the industry), Y.hichevcr is the great.cr. The 
respective royalties on res1duc gas and on hquid hydrocarbons shall be determined by I) the h1ghest market pracc paid or offered for any gas (or liquid 
hydrocarbons) of comparable quality u1 the general area, or 2) the gross pncc paid or offered for such residue gas (or the weighted average gross selling pncc 
for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall tl1c royalties payable under this paragraph be less than 
the royalties which would have been due had the gas not been processed 

(D) OHlER PRODUCTS. Royalty on carbon black, sulphur or any other produas produoed or manufactured from gas (excepting liquid 
hydrocarbons) whether sa.id gas be "casinghead," "dry", or any other gas, by fractaooa1ing, burning or any other processing shall be 1/Sth 
pan of the gross production of such produas, or the market value thereof, at the option of the owner of the so~ or the Commissioner of the General Land 
Office, such market value to be dctem1incd as follows: I) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such productS arc produced, whichever is the greater. 

S. MINlMUM ROYALTY. During any year after the expnuon of the prunary term ofthas lease, ifthas lease as maintaUied by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annulll delay rental herein provtded; otherwise, there shall be due and 
payable on or before the last day of the month succ:eedaog the annivcrslll)l cla!e of this lease a sum equal to the total annual rental less the amount of royalt ies 
pa1d during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph, the delay rental 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KINO. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the so1l or the 
Commissioner of the General Land Office may, 81 the option of either, upon not less than sixly (60) days 001ice to the holder of the lease, requarc thai the 
payment of any royalties accruing to such royalty owner under this lease be made in kand. The owner of the soil's or the Commissioner of the General Land 
Offi ce's right to take its royalty in kind shall n01 diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's 
obligations, whether express or implied, under tltis lease. 

7. NO DEDUCTIONS. Lessee agrees thai all royalties accruing under th is lease (including those paid in kind) shall be wubout deductaon for the 
cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processaog, transporting, and otherwise makaog the od, gas and other 
productS hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any re imbursements for severance 
taxes and production rclmcd costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shaU be payable on any gas as may represent tlus lease's proponionatc share of any fuel 
used to process gas produced hereunder in any processing planL Notwithstanding any other provision of this lease, and subject to the wriuen consent of the 
owner of the soil and the Commissioner of the Generol Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injcct1oo into 
any oil 0< gas producing ronnatioo underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed, oo royalties shall be 
payable on the recycled gas until it is produced and sold or used by Lessee in a maraner which entitles the royalty owners to a royalty under this lease . 

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules CWTently provide thai 
royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and 
royalty on gas is due and must be received in the General Land Office on or before the ISth day of the second month suc:eccding the month of production. 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and 
showing the gross amount and disposition of 1111 oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records 
or repons confirming the gross production, disposition 

137 

True and Correct 
copy of 

Ongmal filed in 
Reeves County 

Clerks Office 
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and market value including gas meter readings. pipeline receipts, gu line reeeipos and other cheeks or memoranda of amount produced and pol into pipelines, tanks. or 
pools and gas lines or gas stomge, and any other repons or records which the Genernl Land Office moy require to verifY the gross production, dispo<ition and market 
value. In all cases the authority of a manager or agent to ac:t for the Lessee herein must be filed in the Gcnen~l Land Office. Each royalty payment shall be accompanied 
by a cheek stub, schedule, summary or other remittance advice showing by the assigned Gcncn1l Land Office lease number the amount of royalty being paid on each 
lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty ofS% on the royalty or S2S.OO, whichever 
is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% oft he royalty due or $25.00 whichever is greater. In addition to a penalty, 
roya lt ies shall accrue interest at a rate of 12% per year. such interest will begin accruing when the royalty is sixty (60) days overdue. Affodavits and supporting 
documeniS which are not filed when due shall incur a peNllty in an amount SCI by the General Land Office administrat ive rule which is effcctive on the date when the 
affidavils or supporting documenls were due. The Lessee shall bear all rtspotUibility for paying or eausing royalties 10 be paid as presaibed by th• du• date provided 
herein. Payment oflhe delinquency penally shall in no way opernte to prohibit !he Stale's right of forfeiture as provided by law nor actio postpone !he dale on which 
royalties were originolly due. The above penalty provisions shall not apply in cases oflide dispute as to tl1e Slate's portion of the royalty or to that portion of the royalty 
in dispute t\$ 10 rair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of !he General Land Office with its best 
possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fUrnish said Commissioner with copies of all conlnds under which gas 
is sold or processed and all subsequent ogreemenls and amendments 10 such conlncts within lhirty (30) days after entering into or making such conlndS. agreements or 
amendments. Such con1tacts and agreements when """'ived by the General Land Office sh:JII be held in confidence by the General Land Orroec unless otherwise 
authorized by Lessee. All other eonlnlcts and records pertaining to the production, lnlnsportation, sole and marketing of the oil and gas produced on soid premises, 
including the books and accounts, receipts and discharges of all wells. tanks. pools, meters, and pipelines shnllat all limes be subject to inspection and examination by 
the Commissioner of the General Land Office, the Allomey General, the Governor, or the representative of any ofthem. 

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operntions on Ib is lease shall be submitted to the Commissioner of the General Land 
Office by Lessee or operator five (S) days before spud date, workover, rc-enlt)', temporal)' abandonment or plug and abandonmc21t of any well or wdls. Such writu:n 
notioc to the General Land Office shall include copies of Roil road Commission forms ror applico tion to drill. Copies of well ICSU, completion rcport.s and plusging 
reports shall be supplied 10 the General Land Office at the time they ore filed with the Texas Roil rood Commission. All applications, permits, repons or other filings thai 
reference th is lease or any specific well on lhe leased premises and that are submitted to the Texas Roilroad Commission or any other govemmenlal agency shall 
include lhe word "State• in the title. Additionally, in accordance with Roil rood Commission rules. ony signoge on the leased premises for lhc purpose of identifying 
wells, tank batteries or other associated improvements to the land muSl also include the word "Stale." Lessee shall supply the General Land Office with any records, 
mern()dnda. accounts. reports. cuttings and oores. or other infonnatioo rdativc to tbe opcn.tioo of the abovo-dcsaibcd premises. which may be requeszcd by the 
General Land Office. in addition to those herein expressly provided for. Lessee shall have an dcclrical and/or radioactivity survey made on !he bore-bole section, from 
the base of the surfuce casing to lhc tolal depth of well , of all wells drilled on the above described premises and shall lnlnsmit a true copy of the log of each survey on 
each well to !he General Land Office within fifteen ( IS) days after the moking of said survey. 

(C) PENALTIES. Lessee shall incur a penally whenever repons, documents or olher lll3terials arc not filed in lhe General Land Office when due. The 
penally for late filing shall be set by the General Land Office odministrative rule which is effective on the dale when the materials were due in the General Land Office. 

II. DRY lmLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term horeof and prior 10 discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production 
of oil or gas from the leased premises such production !hereof should cease from any cause, this lease shall not terminate if on or before !he expiration of sixty (60) days 
from date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in Ibis lease. If, during !he last year oflhe primary term or wilhin sixly (60) days prior lherelo, a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lcsscc's rights shall remain in full force and e.ffect without fUn her operations until 
the expimlion of the primary term; and if Lessee has not resumed production in paying quantities at the expintion of the primary term, Lessee may maintain this lease 
by conducting additioiUll dnlling or reworking operations pursuant to l'lragraph 13, using lhe expiration of the primary term as the date of cessation of production under 
Paragraph 13. Should the first well or a ny subsequent well drilled on the above described land be completed u a shut-in oil or gas wdl within the primary term herco( 
Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying dale following the expiration of sixty (60) days 
from the date of completion of such shut-in oil or gas well and upon the railun: to make such paymcn~ this lease shall ipso facto terminate. If at !he expiration of the 
primary term or any time thereafter a shut-in oi l or gas well is located on the leased premises, paymenos may be made in accordance with the shut-in provisions herco( 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of !he primary term, neither oil nor gas is being 
produced on said land, but Lessee is !hen engaged in drilling or reworking operations !hereon, Ibis lease shall remain in force so long u operations on said wdl or for 
drilling or reworking of any additional well are prosecuted in good l'aith and in workmanl ike manner without interrupcions totaling more than sixty (60) days dunng any 
one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or payment 
of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of !he pnmary term, production of oil or gas from lhe leased premises. after 
once obutined, should cease from any cause, !his lease shall not terminate if Lessee commences additional drming or rewoc1cing operations within sixty (60) days after 
such cessation, and this lease shall remain in full force and effcct for so long as such operations continue in good faith and in workmanlike maMer without interrupccons 
totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in fUll force and effcct for so long 
as oil or gas is produced from lhe leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as 
provided herein or as provided by law. If the drilling or reworking operntions result in the completion of a well as a dry hole, the lease will not terminate if the Lessee 
commences additional drilling or rework ing operations within sixty (60) days after the completion oft he wcllu a dry hole, and this lease shall remoin in effect so long 
as lessee concinues drilling or reworking opcntioM in good faith and in a workmanlike manner wilhoul interruptions totaling more than sixty (60) days. Lessee shall 
give written notice IO the General Land orr ... within thirty (30) days of any cessation of production. 

14. SHllf·fN ROYAL TIES. For purposes of this paragraph, "well" means any well tha t has been assigned a wel l number by the state agency having 
j urisdiction over the production of oil and gas. If, at any time after the expira tion oflhe primory term ora lease that until being shut in, was being maintained in 
force and effee1. a well capable of producing oil or gas in paying quantities is located on the leased premises. but oil or gas Is not being produced for laek of 
suitable produaion facilirics or lack of • suitable m:ui:ct.. then Lcsscc may poy as a shut·in oil Of gas royalty an amount equal lo double the &Mual rental provided in 
the leue, but n01 less than S I ,200 a year for each well capable of producing oil or gas in paying quantities. If l'lragraph 3 of this lease does not specify a delay ren1al 
amoun~ then for lhe purposes of !his paragraph, the delay ren~alomounl shall be one dollar ($1.00) per acre. To be effcctive, each initial shut-in oil or gas royally 
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must be paid on or before: (I) lhc expiration oflhe primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after 
Lessee compltles a drilling or reworking operation in accordance wilh the lease provisions: whichever date is latest. Such payment shall be made onc-half(l/2) to the 
Commissioner of the General Land Office and one-half( l /2) to the owner oflhe soil. If the shut-in oil or gas roy&lty is paid, !be leue shall be considered to be a 
producing lease and the payment shall extend the term of the lease for a period of one year from lhe end of the primary term, or from the ftrst day of the month 
following the monlh io which production ceased, aDd, after that, if no witable production facilities or witable market for lbe oil or gas exists, Lessee may extend the 
lease for four mon: successive periods of one ( I) year by paying lhe same amouot ach year on or before t.he expiration of each shut-in year. 

IS. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
del ivered in paying quantities from a well located within one thousand (1,000) feCI of the leased premises and completed in the same producing reservoir, or in any ease 
in which drainage is occurring the right to continue to mainmin the lease by paying lhe sh.ut-in oil or gas royalty shall cease, butlhe lease shall remain effective for lhe 
remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory royalty at 
the royalty rote provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing reservoir &nd 
wilhin one lhousand (1,000) feet o f the leased premises. The compens&tory royalty is to be paid monthly, onc-half(l/2) to the Commissioner of the General Land 
OIJicc and onc.-half( l /2) to the owner of the soil , beginning on or before the last day oflbe month following lhc mooth in which lhe oil or gas is produced from the well 
causing lhc drainage or that is completed in lhe same producing rcsavoir and located within one thoosand ( 1,000) feet of the lased premises. If lbc compensauwy 
royalty paid in any 12-monlh period is in an amount less than lhc aMual shut-in oil or gas roy&lty, Lessee shall pay an amount equal to lhe difference wilhin thirty (30) 
days from the end oflhe 12-month period. Compens&tory royalty payments which are nor timely paid willacerue penalty and interest in acoordance with Paragraph 9 of 
lhis lease. None of these provisions will relieve Lessee of lhe obligation of reasonable development nor the obligation to drill offset wells as provided in Texas Natural 
Resources Code 52.173; however, at the determination of the Commissioner, and witllthe Commossoonct's "'To lien approval, the payment of compensatory royaltoes can 
satisfY the obligation to drill offset wells. 

16. RET AINEO ACREAGE. Notwilhstanding any provision of this le&se 10 the conuvy, after a well producing 0< capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased p<emiscs and in marketing the production thereon. 

(A) VERTICAL-In the event this lease is in force and effect two (2) years after the expira tion da te ofthe primary or extended term it shall then terminate 
as to all of Uoc leased premises, EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying quant ities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in o il or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is U~tn engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-52.153, 
or (3) such greater or lesser number of aeres as may then be allocated for production purposes to a proration unit for each web producing well under lbc rules and 
regulations of the Railroad Conunission ofTeus, or any successor agency, or olber governmc:ntal aulhO<ity bavingjurisdictioo. I far any time after the effective date of 
lhe portia! termination provisions berea( the applicable f~eld rules are c.bangod or the well or wells loated thereon are rcx:lassified so that less aacaso: is thereafter 
allocated to said well or wells for production porposcs, this lease shall thereupon termioate as to allaereagc not thereafter allocated to said well or wells for production 
porposes. Norwithstanding !he termination of this lease as to a portion oflhe la.nds covered hereby, Lessee shall ncverlheless continue to have the right of ingress to and 
egress from the lands still subject to this lease for all porposcs described in Pan~graph I hereor, together with easements and rights-<lf·way for existing roads, existing 
pipelines and o ther existing facilities on, over and aaoss all the lands described in Paragnph I hereof ("the reta ined lands"), for access to and from the reta ined lands 
and for the gathering or uansponation of oil, gas and other minerals produced from the retnined lands 

(0 ) HORIZONTAL. In the event Ibis lease is in force and effect two (2) years after lhc expiratioo date of the primary or extended term it shall funher 
terminate as to all dcplhs below 100 foct below lhecotal depth drilled (hereinafter "deeper depths"} in ach welllocatod on acreage retained in Paragraph 16 (A) above, 
unless on or before two (2) years a fter the primary or extended term Lessee pays an amoont equal to one-half( l /2) of lhc bonus originally paid as consideration for this 
lease (as specified on page I hereof). If such amounc is poid, Ibis lease shall be in force and cftcctas tO such deeper depths, and said termination shall be delayed for an 
additional period of two (2) years and so long thereafter as oi l or gas is produced in paying qua.ntities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical , be in the form of a square with 
Uoe well located in the center lhereo( or such other shape as may be approved by the Commissioner of the General Land Office. Within thiny (30) days after panial 
tamination of this lease as p<ovided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description ofthe aaeage and/or depths 
not retained hereunder. The rCCO<dod release, or a ca1ified copy of same. shall be filed ,in the Gaoeral Land Oflicc, accompanied by the filing fcc prescribed by the 
Gencnl Land Office ru les in eJTCCI on the date the release is filed. lf lesscc fails or refuses to execute and record SliCh release or relcoses within ninety {90) days after 
being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by wriuen instrument the aereagc and/or depchs tO be 
released hereunder and rcrord such instrument at Lessee's expense in the county or counties where the lease is located and in tbe offtc:ial recocds of the Gcnml Land 
Offoce and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties poid, or to be paid, under this lease shall relieve Lessee of his obligation to protect 
lhe oil and gas under tbe above><lescribed land from being drained. Lessee, sublessee, receiver or or her agent in control of the leased premises shall drill as many wells 
as the !acts may justifY and shall usc appropriate means and drill to 1 depth oc:ccssary to prevent undue drainage of oil and gas from the leased premises. In addition, if 
oil and/or gas should be produced in commercial quantities within 1,000 feCI of the leased premises, or in any case where the leased premises is being drained by 
production of oil or gas, the Lessee, sublessee, rece iver or other agent in control of the leased premises shall in good faith begin the drilling of a well or wells upon the 
leased premises witrun 100 days after the W.ining well or wells or the well or wells completed within 1,000 feCI of the leased premises stan producing in commercial 
quantities and shall prosecute such drilling with diligence. Failure to satisfY the statutory offset obligation may wbject this le&se and the owner of the soil's agency 
rights to forfeiture. Ooly upon the detcrminatioo of the Commissioner of the General Land OIJioc and with his written approval may the payment of compensatory 
royalty under appl icable statutory ponuneters satisfY the obligation to drill an offStl well or wells required under lhis paragraph. 

18. FORCE MNEURE. I( after a good wtb effort, Lessee is prevented from complying with aoy express or implied covenaot of this lease, from 
conducting drilling operations oo the le&sod premises. or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strilces, aciS of God, or 
any valid order, rule or regulation of goveroment aulhority, then while so prevented, Lessee's obligation co comply with such eovmaot shall be suspcoded and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally,this lease shall be extended while Lcsscc is prevented, by any such e&usc, from 
conducting drill ing and reworking operations or from producing oi l or gas from the leasod premises. However, nothing in this paragraph shall suspend Ute payment of 
delny rentals in order to mainta in this lease in effect during the primary term in the absence of such drilling or reworking operations or produ c.t"ion of oil or g,as . 
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19. WARRANTY CLAUSE. The 0"11er of the soil warrants and agrees to defend tide to the leased premises. If the owner of the soil dcfilults in payments 

owed on the leased premises, then Lessee may redeem the nghts of the owner of the sool on the lessed premoses by payong any mor1gage, taxes or ocher liens on the 
leased premises. If Lessee makes peyments on bchalforthe owner of the soil under thos Pl'raaraph. Lessee may recover the cost of these peyments from the rental and 
royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the sod owns less than the mtire undivided surlilce estate in the above descrihod 
land, whether 0< no« Lessee's intercsl is specified herein, then the royalties and renmJ herein provided IO be peid 10 the 0 .,,.,. Of the SOli shall be peid 10 him in the 
propot1ion which his interest bears co the entire undivided sur&cc estate and the royalties and rental herein provided 10 be poid co the Comminioner of the General 
Land Oll'oce of the State of Texas shall be likewise propo<1ionately reduced. However, before Lessee adjuSis the royalty or rental due to the Commissioner of the 
General Land Office, Lessee or his authori~ed representative must submit to the Comnussioner of the General Land Office 1 wrinen statement which explains the 
discrtl"ntY between the interCSI purportedly leased under th is lease and the actua l intertst owned by the owner of the soil. The Commossioner of the General Land 
Office shall be paid the value of t he whole production allocable ro any undivided interest not covered by a lcosc; less the proportionate development and production cost 
allocable to such undivided interest. l lowever, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to 
the undivided interCSI not leasod an aJTlO\Int less chan the value of one-sixteenth (1116) of such gross production. 

(0) REDUCTION OF PAYMENTS. I( during the primuy term, a pot1ion of the land covered by this lc:asc Is included within the boundaries oro 
pooled un it thai has been approved by the School Land Ooerd a nd cbe owner of the sool on aCCO<danet with Natural Resources Code Sections 52.151-52.15-4, ofi( at any 
time after the expntion of the primary term or the extended term, this lease covers a lesser number ofacres than the to«alamounc descnhod herein, payments that are 
made on a per acre bosos hereunder shall be reduced acxonlang co the number of acres pooled, released. surrendered, or ochci'Wlse sevacd, so that peymcnts dclcmnned 
on a per acre bosis under the terms of this lc:asc during the primuy lcrm shall be calculated bosed upon the number of aaes outsode the boundaries of 1 pooled uno~ or, 
ifo fter the expiration of the primary term. the number ofaeresacrually retained and to>eted by thOJiease. 

21. USE OF WATER. LCSSiCC shall have tbe right 10 use water produced on said land necessary f<K operations under this lc:asc except water from wdls or 
tanks of the owner or the soil; provided, however, LCSSiCC shall noc use potable water "' water suitable lOr liveslock or irrigation purposes f0< ""tcrflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages causod by its operations to all personol property, improvements, 
livtslock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than t"'O hundred (200) '=et co any bouse 0< bom now on said premises without the "'Tinen 
consent o rthc: o~ner of the soil. 

25. POLLUTION. In developing this area, Lessee shall usc the highCSI degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution of cooSI&I wetlands. natural waterways, rivers a nd Impounded water shall be prevented by the use of contaonmcnt facilities sufficient to, prevent 
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to rcap1ure all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pies and 
tank beneries so as to protect livestock against loss, damage or injury, a nd upon completion or abandonment of any well or wells, Lessee shall fil l and level all slush 
pits and cdlors and completely clean up the drilling site of all rubbish thereon. Lessee shal l, while conducting operations on the leased premises, keep said premises free 
of all rubbish, cans. bollles, Pl'ptr cups 0< psboge,and upon eomplcrion of operations shall reslore the surface ofthc land 10 as ncar its O<igjnal condition and contours 
as is practicable. Tanks and equipment woll be kept pointed and presentable. 

26. REMOVAL OF EQUJ PMENT. Subject to limimcions in thos peragnoph, Lessee shall have the right to remove moc:honcry and fixlllres pllccd by Lessee 
on !he!~ prcmiSQ, iiKluding the right to draw and remove casing. within one hundred lwenly (120) days after the expiration or the tenruoation ofllus lease unless 
the owner of tile soil gra.nu Lessee an extension ofthos 120-<lay period. However. Lessee may not remo>-.: casing from any ,.·ell capoblc of producing oil and gas in 
paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days "'Tinen nocice to the Comminioner of the General Land Office and 
10 the owner oflhe soil. The owner of the sool•hall become the owner of any machinery, fixtures, or casing which are noc timely removed by Lessee under the terms of 
this peragraph, 

27. (A) ASSIGNMENTS. Under the conditions conmined in this paragraph and Pam graph 29 of this lease, the rights and tSIJltes of either pony to this 
lease may be assigned, in whole or in pan, and the provisions of this lease shall extend tO and be binding upon their heirs, devisees, legal represenllltives, successors and 
assigns. However, a change or division in ownership of chc land, rentals, or roya lt ies will not enlarge the obligations of Lessee, diminish the rights, privileges and 
estates of Lessee, iml"ir the efftclivcncss of any poyment m>dc by Lessee or impeir the cfftc1ivcncss of any ad perfO<n!Cd by Lessee.. And no change or division in 
0"11ership oft he land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (O< his heirs, devisees, legal representatives 
or anigns) fu rnishes the Lessee with satisfaccory written evidence of the chan&• in ownershop. includong the original recorded munimaots of title (of a ccrto6ed copy of 
sudo original) when the ownership changed because of a coovc:yucc. A tocal or panial anisnmenc of this lc:asc shall. to the extent of the intercsl assi&JIOd, rdieve and 
discharge Lessee of all subs<:quc:n1 oblipbons under this lcasc.lfthis lc:asc is sniped in its calirery as 10 only perc oflloe acreage, the rillot and option to pey rmlals 
shall be apport.ioned as berween the several o.,,.,.. ratably. acxonling co the area of each. and failure by one or more of them 10 pey his share oftbe rental shall not 
affect this lease on the perc of the land upon which pro rata rentals are timely peid or tendered; however, if the assignor or assognee does noc file a ccrtifocd copy of such 
assignment in the General Land Office befO<C the rocxt rental paying date, the entire lease shall ccnninatc for failure to pey the enure rental due under Paragraph 3 . 
Every assignee shall succeed oo all rights and be subjccc to all obligations, liabiloties, ond penaltoes owed to the State by the original lessee"' any priO< assognce oftbe 
lease, including a ny liabilities to the SUite for unpaid royalties. 

(0 ) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner oft he soil acquires this lease in whole or in pod 
by assignment without the prior written approval of t he Commissioner of the Gcncnl Land Office, this lease is void as of the time ofanignmcntand the agency power 
o f the owna may be forl'cited by the Commissioner. An assignment will be trceted as if it were made co the owner of the SOil if the anigncc is: 

(I) a nominee of the owner of the so~; 
(2) 1 corporation or subsidiary in which the owner of the soil is a princopel stockholder"' is an employee ofsudo a corporation or subsidoary; 
(J) a percnershop in whoch tbe owner of the soil OJ a pertner 0< os an employee of such a porcnershop, 
(4) a pnneipol scockholder or employee oflhe corporation "hoch os the owner of the soli; 
(S) a Pl'rtner or employee on a ponnership .. nich is the o"'ner of the sod; 
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(6) a fiduciary for the owner of the so•l: mcJudtng but not hmued to 1 guardian. trustee, executor, administnttor, rccctvcr, or con.scrvacor·for the 
o wner of the soil; or 

(7) a fumily member of the owner of the soil or rela ted 10 I he owner oflhe soil by marnage. blood, or ad0p110n 
28. RELEASES. Under the conditions contained in this 1""1'811Ph and Paragraph 29, Lcsscc may 11 any time execute and deliver lo the owner oflhc soil 

and place of record o rdease or n:lascs covering any portion or portions of the IC3Scd premises, and thereby SWTcnder this ICIUC u 10 sucb portion or portions, and he 
relieved o f a ll subsequent obligations as 10 acreage surrcndcred. lfany pan of this lease is properly surrendered, the delay rcnlal due under this lease shall be reduced by 
the proportion 11:wt the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however. such release will not 
relieve Lessee of any liabilities which may hove accrued under this lase prior 10 lhe surT<nder ofsueh acrcogc. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any pan of this !case is assigned or released, such assignment or release must be recorded 
in the county wt1cre the land is situDicd, and the recorded inW"Umcnl or a copy of the n:cordcd instrument ecr1ified by tbe County Clerk of the eoun1y in wt1ich the 
instrument is recorded. must be filed in the General Land O ffice within 90 days of the laS1 execution date accompanied by the prescribed filing fcc. If any such 
assignment is nol so filed. the rights acquired under this I case shall be subject to forfeiture althc Oplion oflhc Commissioner of the Gcnc:rol Land Office. 

30. DISCLOSURE CLAUSE. All provisions penaming 10 the lcosc of the above-described land have been included in this Instrument 1neludmg the 
lilatcment of the true consideration to be paid for the execution of this lease and the rights and duties of the putJCS. Any col Iaten! agn:cments concerning the 
development of oil and gas from the leased premises which arc not conlaincd in this lcosc render this lease invalic1 

31. FIDUCIARY DLffY. The owner of the sou o"'cs the Slate a fiduciary duty and must fully disclose any facts affccling the State's interest an the lea!cd 
premises. When I he interests of the owner of the soil eon Diet with those of the State, the owner of the soil is obligated to put the State's interests before h1s personal 
interests. 

32. FORFEITURE. lfLcsscc shall fail or refuse to nlOlccthe payment ohny sum wnbin thllly days after 11 becomes due, or 1fl..essee or an authorized 
agent should knowiosJy make any fulse return or &Jse n:pon eoocernma product iOn or drilling. or if Lessee shall fail or refUse 10 drill any offset well or wdls in good 
Iiiith as required by law and the rules a.nd regulations adoplcd by the Commissioner of the General Land Office, or if Lessee should fail to file reports 1n the manner 
rcqutrcd by law or &1lto comply with rules and regulations promulgated by the Genera.! Land Olfocc, the School Land Board, or the Ra1lrood Corrurussion, or 1fLesscc: 
should n:fuse the proper authority aeocss to the records pcnaining to operations. or if Lcsscc or an authorized agent should knowingly fail or refuse to give correct 
mformation 10 the proper aulhority, or knowingly lilil or refuse to furnish the General Land Office a correct log of any "'ell, or if Lessee shall knowLngly voolate any of 
the material provisions of this lease, or if this lease is assigned and the aSSignment is not filed in the General Land OffiCe u required by law, the rights acqu11ed under 
this lease shall be subjca to forfeiiWc by the Commissiona, and he shall forfeit same when sufficicn~y informed of the lilets which au1horizc 1 forfeitun:. and when 
for feited the area shall again be subject 10 IC3SC under the terms of the Relinquishment Act. Ho,.cver, nothing herein shall be construed as waiving the automatic 
termination of this lease by opcrntion oflow or by reason of any spacial hnu1a1ion arising hereunder. Forfeitures may be set aside and this lcuc and all rights thereunder 
reinstated before u •• rights of another intervene upon satisfactory evidenecto the Commissioner of the General Land omcc of future compliance with the proviSIOns of 
the law and of this lease and the rules and regulations that may be adopted relative hcrcco. 

33. LIEN. In accordance with Texas Natural Resources Code S2. 136, the S1a1e shall hove a first lien upon all oil and gas produced from the area covered 
by this lease to sccun: payment of all unpaid royally and otha suma of money that may become due under this lease. By aeeeplancc of this lease, Lessee grants the 
Swte, in addiloon 10 the lien provided by Texas Naturol Resources Code S2. 136 and any other applicable Sllltulory hen, an express contractual lien on and security 
interest in al l leased minerols in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals. whether such 
proeccds arc held by Lessee or by a third party, and all fixtures on and improvements to the IC3Scd premises used in COMCCiion with the production or proecs.s1ng of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and 10 secure payment of any damages or 
loss that Lessor may su!Ta by reason ofLcssccs breach ofaoy covenant or condition of this lease. whether express or implied. This liea and sccunty llllerest may be 
foreclosed with or without coun proceedings in the manner provided in lhe Tulc I, Chapler 9 of the Texas Business and Commerce Code. Lessee aarc:cs l.hol the 
Commissioner may require Lcsscc to execute and record such instrumentS u moy be rC3SOnably ncecssory to ackno"'ledge, attach or perfea this hen Lessee hctcby 
n:prcscnu that I here arc no prior or superior liens arising from and n:laung lo Lcsscc's activities upon the abovc-descnbed property or from Lessee's acqursuron of this 
lease. Should the Commissioner at any time determine that this rcsxescntauon IS not true. tbco the Convmss.oncr may declare lhis lease forfc.ucd a.s PfOYKicd hcrc1n 

H . POOLING. Lcsscc is hereby JVllDted the right to pool or uruti><: the royalty interest of the owner of the so a under this lease ,.,th any other lcasdlold 
or mineral interest for the exploration, development and produelion ofo1l or gu or citbcr of them upon the S>me terms u shall be approved by the School Land Boord 
and the Commissioner of the General Land Office for the ponlins or uOIIil.lng of the interest of the Slate under this lease pursuanlto Texas Natural Re$04JrC:es Code 
S1. 1SI·S1.1S3. The owner of the soil aarccs thai the inclusion of this provis•on on this lease satisfocs the execution requirements stated in Texas Natu111l Resoun:es Code 
S2. 1S2. 

3S. INDEMNITY. Lcsscc hereby releases and discharges the Slate or Texas aEd the owna of the soa, their officers. employees. partners. agents. 
oontnelors. subcontnctors. guests, invitees, and their rcspcclivc sua:essors and assigns, of and from all and any actions and causes of action of every natun:, or other 
harm, including environmental harm. for which recovery of damages is sought, ineludjng, but not limited to, all losses and expenses which arc caused by the IC11vitics 
of Lcsse<, it.s officers, employees, and agents arising oul of, incidental to, or resulting from, the opcrn1ions of or for Lessee on the leased premises hereunder, or that 
may arise out of or be occasioned by Lessee's breach of any ofthclctms or provisions of this Agn:emen~ or by any other negligent or Slric1ly liableacl or emission of 
Lessee. Further, Lessoc hereby aarees 10 be liable for, exonerote, Indemnify, defend and bold harmless the Slate of Texas and the o"'ner of the soil, their officers, 
employees and agents. U1cir suc:ccssors or assigns, against any and Ill claims. liabailies, losses, damages, actions, personal injury (including death). cost.s and expenses, 
or other harm for which recovery of damogcs is sought under any theory including ton, eontrKI, or SlriCI liabaity, including auorocys' fi:cs and otha lcpl expenses. 
including those related to coviroMlcntal hazards, on the lc;sscd premises or in any ¥1ay related 10 Lessee's &iiUic to comply with any and all environmental lews; I hose 
arising from or in any way related to Lcsscc's openllions or any other of Lessee's activities on thc1C3Scd premises; those arising from Lessee's usc of the surface of the 
IC3Scd premises; and those thll may arise out of or be oc:ca.sioned by Lcsscc's bn:aeh ofiDy of the terms or provisions of this Aarecment or any otha act or omiss10n of 
Lcsscc, its diredors. officers, employees, partners, agents. contractor$, subcontractors, gucsu, inv1tecs, and tbcar respective successors and assigns. ~ch ass•gncc of thiS 
Aarecmcnt, or an interest tbcl'ein, agrees to be liable for. cxoocrale. indemnify, defend and bold harmless the State of Texas and the owner of the SOli, their officen. 
employees. aod agents iu the same manner provided above in cooncc:lion with the activities ofLcsscc, iu off!CCI'S, employees. and 1£CftU u dcsaibcd above. EXCEPT 
AS OTIIERWlSE EXJ'RESSl..Y LIMITED UER£1N, ALL. OF Til E INDEMN ITY OBLIG ATIONS ANDIOR LIABIUTIES ASSUM ED U DER Til E 
TER.MS OFTIJIS AGREEMENT S HALL l iE WlTIIOUT LIMITS AN D WITIIOUT R£GARD TO TIJE CAUSE OR CAUSES TIIER£0F (EXC LUDING 
PR£.£XISTING CONDITIONS), STRICT LJAJilLJTY, OR TilE NEGLIGENCE OF ANY PARTY OR PARTIES (INC LUDING TilE NEGLIGENCE OF 
Til E INDEMNIFIED PARTY), WliETIJER SUCII ECUCENCE BE SOLE, JOINr, CONCURRENT, ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use lhe highest degree of care and reasonable safeguards to prevent contamination or polluuon 
of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other 
environmental medium in, on, or under, the leased premises, by any waste, pollutant. or eontarninanL Lessee shall not bnng or permit to remain on the leased 
premises any asbestos conlllining materials. explosives, toxic materials, or substanc:cs regulated as hazardous wastes, hazardous materials, hazardous 
substances (as the term "Hazardous Substance" is defined in lhe Comprehensive Environmental Response, Compensation and Liability Ad (CERCLA), 42 
U.S. C. Sections 9601, ct seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products 
commonly used in connection with oil and gas exploration and development operations and stored in lhe usual manner and quantit ies. LESSEE'S 
VlOLATION OF Til E FOREGOING PROIIIOITION SHALL CONSTIT UTE A MATERIAL BREACH AND DEFA ULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD fiARI\I LESS AND DEFEND THE STATE OF TEXAS AND Til E OWNER OF T UE SOIL FROM AND 
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS. PENALTIES, LIABILITI ES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSED BY OR ARISING Otrr OF (I) A VlOLATION OF Til E FOREGOING PROntBITION OR (II) TilE 
I' RESENCE, RELEASE, OR DISPOSAL OF AI\'Y llAZARDOUS MATERIALS ON, UNDER, OR ABOUT Tfi E LEASED PREMISES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF TR E LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR 
ANY SOIL OR GROUN D WATER CONTAM INATION AND DAMAGE CAUSED BY TilE PRESENCE OR RELEASE OF ANY HAZA RDOUS 
MATERIALS IN, ON, UNDER, OR ABOUT TOE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN 
CONFORMANCE WITU TilE REQUI REMENTS OF APPLICABLE LAW. TlllS INDEMNI FICATION AND ASSUMPTION SHALL APPLY, 
Btrr IS NOT LfMITEO TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTlrER 
ENVIRONMENTAL LAW OR REGULATION. LESSEE SllALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE OWNER OF THE 
SOIL WRITTEN NOTICE OF ANY BREACO OR SUSPECTED BREACH OF T HIS PA RAGRAPH, UPON LEARNING OF THE PRESENCE 
OF ANY BAZA RDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINI NG TO 
OAZA RDOUS MATERIALS WR ICn MAY AFFECT TO E LEASED PREMISES. TilE OBLIGATIONS OF LESSEE HEREUNDER SHALL 
SURVlVE TUE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TIIJS AG REEMENT. 

37. APPLICABLE LAW. This lease is issued under lhe provisions ofTexas Natural Resources Code 52.171lhrough 52.190, commonly known as 
the Relinquishment Ad , and other applicable statutes and amendments thereto, and if any provision in this lease docs not eon form 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 lhe Lessee before it is flied of record in lhe county reco<ds and in 
lhc General Land Office oflhc State of Texas. Once lhe filing requirements found in Paragraph 39 oflhis lease have been satisfied, lhe eiTcctive date of this 
lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, lhis lease must be fil ed of record in lhe office of lhe 
County Clerk. in any county in which all or any pan of the leased premises is located, and certified copies !hereof must be filed in the General Land Office. 
This lease is not eiTective until a certified copy oflhis lease (which is made and certified by lhe County Clerk. from his records) is filed in lhe General Land Of 
lice in accordance with Texas Naturnl Resources Code 52 183. Additionally, th is lease shall not be binding upon lhe Swe unless it recites lhe actual and true 
consideration paid or promised for execution of lhis lease. The bonus due lhe State and lhe prcsaibcd filing fcc shall accompany such certified copy to lhe 
General Land Office. 

40. Rentals in the :unounl of $26.66 for years two and three of lhis lease have been prepaid. One half(~) of this amount has been paid to lhe 
Lessor and one half(~) has been paid to the Slllte of Texas. Rental for lhc founh year in the amount of $2,679.93 has not been paid and if the founh year 
rental is not paid lhcn lhis lease will expire. One half (V.) of lhe founh year rental will be paid to the Lessor and one half(!!.) will be paid to the State of 
Texas. Rental for the fi fth year is included in the founh year rental and if the founh ear rental is paid then no additional rentals are due under this lease. 

LESSEE 

BY: William A Chalfant 

TITLE: President 

DATE: 10 ) I o \t:D 

STATE OF TEXAS 

BY: 

TITLE: Individually and as agent for the State of Texas 

Date:_--~.~-"''tJ=-·-rf,_'__,t:J:::....::);__ ___ _ 

STATE OF TEXAS 

TITLE: Individually and as agent for lhe Stale ofTexas 

Date: ______________ _ 
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STATE OF 

COUNTY OF _ ___,_(_...oQ(}d~' 1~..--_ 

BOOK 716 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared Joanne McLeod, duling in htr sole and 
stparalt properlY. 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 ~ day of Q~..Q/\.. , 2005. 

8~vJ;~ 
Notary Public in and for 

My Commission expires:--------
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STATE OF TEXAS 

COUNTY OF MJDLAND 

Before me, the undersigned authority, on this day personally appeared Willia m 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 tha t he executed the same for the purposes and 
cons ideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of o ffice this the day of 

0('-;(Qc:t-2 ' 2005. 

® 
MASHALA K. CROSS 

Notary Public. State ol Texas 
My Commiuion E xplru 

7·16·2008 

------ - ·-·--- -

FILE 110 ·_ ....::5::._0::._4.:...:7'---

Notary Public in and for the State of Texas 

~ ~l;)itf:l!l tit "'t 1 \ 0 "1° 

n~ USE f" ~ ~, ... 
()Q Rt.l:l '-' ... . A I • . • ., 

W' 

--

• I .: ···L 'loll l , ~EffT"l 
· • • ; · • .~CAUSr Of rot.Ot 

-r.,; . .. ' ~ .. ftR Hot~ 

FILED FOR RECORD ON' .THE_~2~N~D _ __ DAY OF NOVEMBER A.D . 2005 4 :56P.M. 
A.D. 2005 10: 00 A. K. DULY RECORDED ON JHE 4TH DAY OF NOVEMBER 

BY: - t , I , DEPUTY 
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Gener3l Land Offoce 
RclinqutShoncnt Act Lease Fonn 
Revised, September 1997 

OIL AND GAS LEASE 

TI11S AGREEMENT IS made and entered into this 2151 day of S.pttmbtr, 2005, bc:l"een !he State of Texas, acung by and through ilS agcn~ 

Janclda C. Bourke, duliag ia bcr sole a ad separate property, care of PO Bos 4805, Pa~:osa Sprio1:5, CO 81157 said asent herein referred to as !he 

owncrofthe soli (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hcrcmaftcrcalled Lessee. 

1. GRANTING CLAUSE. For and in cortSideration of the amounlS stated below and of the eovcnanlS and agreemenlS to be paid, kept and 

perfonned by Lessee under this lease, the State o f Texas, acting by and through the owner orthe soil, hereby granlS, leases and letS untO Lessee, for the sole 
and only purpose of prospecting and dnlling for and producing oil and gas, laymg pipe lmes, bu1lding lllllks, storing 011 and building powtr SlaiiOriS, 

telephone lines and other structures thereon, to produce, save, lake care oC treat and IT1UlSpO<I satd productS of !he lease, t.be following lands situated in 

REEVES County, Slate ofTexas, to-wn· 

SE/4 of Section 2, Block 54, Townsbip 5, T&P RR Co S urvey 

containing 160.0 acres, mO<e or less The bonus considcrauon pa1d for thiS lease IS as follows 

To the State ofTe.•as. Two Thousand Thinern and 32/100 

Dollars <S 2 013 32) 

To the owner ofthe soil: Two Thousand Th111ern and 32/100 
Dollars <S 2 013 32) 

Total bonus cons1dcrauon: Four Thoosand TwrniV-Six and 6S/! 00 
Dollars ($ 4 026 6S) 

The total bonus consideration paid represents a bonus of Three Hundred J ,..o Dollars ($302.00) per acre, on 13.333 net acres 

2. TERM. Subject to the other proVISiOfiS m thiS lease, thiS lease shall be for a term of~ }eatS from thiS date (herem called "primary 
term") and as long thereafter as o~ and gas, or cit.ber of them, is produced m paymg quantrties• from said land 

As used in thiS lease, the term "produced in paying quanlities" means that the r<eeiplS from the sale or other authorized commerc13l use of the subStllllee(s) 

covered exceed out o f pocket operational expenses for the sox months last past 

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one (I) year from this date, this lease shalltermmate, 
unless on or before such IUlllivcrsary date Lessee shall pay or tender to the owner of the soil or to his credit in 

t.be o o TillS IS A PAID-UP !.EASE: SEE PARAGRAPH 40 • • Bank, at~ or ilS successors (which shall continue as the depository regardless of 

changes m the o"nership of saJd land), the amount spcc1fied below; m addition, Lessee shall pay or tender to t.be COMMISSIONER OF 1liE GENERAL 
LAND OFFICE OF TI1E STATE OF TEXAS, AT AUSTIN, TEXAS, alike sum on or before sa1d date. PaymcnlS under thiS paragraph shall operate as a 

rental and shall cover the privilege of deferring the conunenccmcnt of a well for one (I) year from said date. PaymenlS under this paragraph shall be in the 

following amounts: 

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

To the State ofTexas 
Dollars (S _____ ______ --J 

Total Rental: 
Dollars($ ___ _________ -' 

In a like manner and upon like paymenlS or tenders armually, !he c:ommenccment o f a well may be further deferred for sueccss1ve pcnods of one (I) )C3T 

each during the primary tenn. All payments or tenders of rental to the owner of the sotl may be l1llldc by checlc or s1ght draft of Lessee, or any ass1gnee of 

this lease. and may be delivered on or before the r<ntn.l paying date. If the bank designated in thiS paragraph (or ilS successor bank) should cease to e xtSI, 

suspend business, liquidate, fail or be sueeecdcd by another bank, or for any reason fail or refuse to accept renl4l, Lessee shall not be held m default for 

failu re to make such paymenlS or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable msliUment 

naming another bank as agent to receive such paymenlS or tenders . 
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J PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee awccs to pay or cause to be pa1d one-half ( ln) of the royal!) 
provided for mthiS lease to the Commissioner of the General Land Office of the State of Texas. at Austin' Texas, and one·half(l/2) of such royalty to the 
O\\ner of tile so1I 

(AI OIL. Royalty payable on oil. which IS defmed as including all hydrocarbons produced in a hquid form at tile moutll ~ftlle well and also as all 
condmsate. diStaiate, and otller liquid hydrocarbons recovered frO<n oil or gas run through a separat~ or otller eqUipment. as heremafter proVIded. shall be 
J/<th part of tile gJOSS production or tile market value therco( at the op1100 ofthc O"ner of the so1I or the CommiSSIOCl<r of tile 
General Land Office, such value to be dercrmined by I ) the highest posted price, plus pn:mium, if any, offered or paod for ool, condensa!e. dosnllate, or other 
Iiquod hydrocarbons, respectively, of a like type and gravity in tile general area where produced and wh_en run. or 2) the h1ghest market pnce thereof offered or 
paoc:t "'tile general area where produced and when run. or 3) the gJOSS proceeds of tile sale thereof, "h1chcver IS the gJcater Lessee awees that before any gas 
produced from 1hc I=ed premises is sold, used or processed in a plan~ it will be run free of cosl 10 the royalty owners through an adequate ool and gas 
separator of conventional IYJ). c, or other equipment at least as efficient, so tha! all liquid hydroc:art><>ns re~vcrable from tile gas by such means •nil be 
r<eovcred The requirement" that such gas be run through a separator or other equ1pmcnt may be wa1vcd m wntmg by tile royalty owners upon such terms and 
conditions as 1 hey prescribe. 

(0) NON PROCESSED GAS. Royalty on any gas (including Oared gns), which is defmed as all hydroearbons and gaseous substances not de fmed 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed m a plant for the eX1raction of 
gasoline. liquid hydrocarbons or other products) shall be 1/Sth pan of tile gJOSS production or the market value thereof. at the 
option of the owner o f the soil or the Commissioner of the General Land Office, such value to be based on tile h1ghest marker pncc paid or offered for gas of 
comparable quality in tile general area where produced and "ttcn ron, or tile gross price paid or offered to the producer, whochevcr IS the greater. provtded that 
the maximum pressure base in measuring the gas under tllis lease shall nOIII any time exceed I4.6S pounds per square U'lch absolute. and tile StJlndard base 
tcrnpcralllre shall be sixty (60) degrees Fahrenheit, CO<l'cction to be made for pressure according to Boyle's Law, and for specific gravity ac:cordmg to tests 
made by the Oalance Merhod or by the most approved method of testing being used by the industry at the rime of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or otllcr plant for the recovery of gasoline or other liquid hydrocarbons 
shall be th part of the residue gas and the hquid hydrocarbons cX1racted or tile market value tllerco( at the option of the 
owner of the soil or the Commissioner of tile General Land Office. All royalties due herein shall be based on one hundred percent ( 100%) of the lOla I plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (SO"!.), or that percent aa:rumg to Lessee, whichever IS the gJCatcr, 
of the total plant production ofliquid hydrocarbons attn"butablc to tile gas produced from tll is lease; provided tllat if liquid hydrocarbons are recovered from 
gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest. then tile percentage applicable to liquid hydrocarbons shall be 
lifty percent (SO%) or tile highest percent ac:crumg to a thi<d p3rty processing gas through such plant under a processing osrccrnent ncgociated at arm's length 
(or if tllcrc is no such third party, the hi~cst percent tllcn being specified in processing agreements or contracts in the industry), whichever i:5 the gJCater. The 
respcc:tivc royalties on res1duc gas wuf on hquid hydrocarbons shall be determined by I) tile highest market price paid or offered for any gas (or hquid 
hydrocarbons) of connparablc quality in the general area, or 2) the gJOSS price paid or offered for such residue gas (or the we1ghted average gJOSS selling price 
for tile respective gJadcs ofliquid hydrocarbons), whichever tS the gJC4ter. In no event, however, shall the royalties payable under tllis paragraph be less than 
tile royalties which would have been due had the gas not been processed. 

(D) OTIIER PRODUCTS. Royalty on earbon blaclc., sulphur or any other products produced or manufac:nored from gas (cxccpllllg hquod 
hydrocarbons) whether said gas be "casinghead," "dry", or any other gas. by fractionating, burning or any other processing shall be liS!h 
part of the gJOSS production of such products, or the market value lhcrco( 11 tile option of the o,.ncr of the soil or tile CO<nmissioncr of the General Land 
Office, such market value to be dercrmined as follows: I) on the basis of the h i~ est market price of each product for the same montll in v.itich such produet is 
produced, or 2) on the b3sis of tile average gJOSS sale price of each product for ihc same month in which such products are produced, whichever is the weater. 

S. MTNIMUM ROYALTY. During any year after the expi<ation of tile primary term oftllis lease, if this lease is maintained by production, the 
royalties paid under !hi:! lease in no event shall be less tllan an amount equal to the total armual delay rental herein provided; otherwise, there shall be due and 
payable on or before tile last day of the montll succeeding tile armiversary dale oftlli:l lease a sum equal to tile IOUII armual renllll lcss the amount of royalties 
pa1d during the preceding year. If ParagJaph 3 of til is lease docs not specify a delay rental amount then for tile purposes of tll i:l paragraph, the delay rental 
amount shall be one dollar (S 1.00) per acre. 

6 ROYAL TV IN KIND. Notwitllstandmg any otller provision m tillS lease, at any time or from tunc to tune, the owner of tile sool or the 
Commissioner of tile General Land Office may, at the option of either, upon noc less than sixty (60) days not ICC to tile holder of tile lease. rcqutn: tllat tile 
payment of any royalt ies accruing to such royalty owner under th is lease be made m kind. The o"ner of the soil's or tile CO<nmissioncr of tile General Land 
Office's right to take its royalty in kind shall not diminish or negate the owncroftllc soil's or tile Commissioner of the General Land Office's rightS or Lessee's 
obligations, whether express or implied, under th is lease . 

7. NO DEDUCTIONS. Lessee agrees tllat oil royalties accruing under th is lease (including tllosc paid in kind) shall be without deduction for the 
cost of producing. g:nl1ering. storing, separating. treating. dehydrating, compressing. processmg. lnlnsporting. and otherwise making the oil, gas and other 
products hereunder ready for sale or usc. Lessee agJces to compute and pay royalties on the gJOSS value received. including any reimbursements for severance 
taxes and produCiion related costs . 

8 PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent tillS lease's proportionate share of any fuel 
used to process gas produced hereunder in any proocssing planL Notwitllstanding any other provision oftllis lease, and subject to tile wrincn consent of the 
owner of the soil and the Commissioner of tile General Land OffiCC, Lcsscc mal. recycle gas for gas lift purposes on the leased premises or for mjcction into 
any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in tile gas have been removed; no royalties shall be 
payable on the recycled gas until it is produced and sold or used by Lessee in a marmer which entitles tile royalty own en to a royalty under !hi:! lease 

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

Payment or royalty on production of oil and gas shall be as provided in the rules set fonh in tile Texas Register. Rules currently provide that 
royalty on oil i:5 due and must be received in tile General Land Office on or before tile Sth duy of tile second month succeeding the month of production. and 
royalty on gas is due and musl be received in the General Land Office on or before tile IStll day of the second montll succeeding tile month ofproduct100, 
accompanied by 1hc a ffidavit of tile owner, manager or otller authorized agent, CO<npleted in tile form and manner prescribed by tile General Land Off tee and 
showing tile gross nmount and disposition of all oa and gas produced and the market value of the oil and gas, together with a copy of all documents, records 
or rcpons conftrmm g the gross production, dosposit10n 
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and nwket value including gas meter readings. pipeline receipts, gas line rccc1pts and other chec.ks or mc.moraodn of amount produced and put into papclines, tanks. or 
pools and gos lines or gas storage, and any other rcpons or rcc:ords which the General Land Office may require to verilY the gross production, disposition and market 
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Offic:c:. Each royalty payment shall be accompanied 
by a check srub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty beio& paid on each 
lease.lfLessec pays his royalty on or befa<c thisty (30) days after the royalty payment was due, thea Lessee owes a penalty ofS% on the royalty or ru.OO, whichever 
is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $2S.OO whichever is greater. In addition to a penalty, 
royal ties shall accrue intcr<:st at a rate of 12% per year, such interest will begin accruing when the royalty is sU. ty (60) days overdue. A IT !davits and supporting 
documents which an: not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is cJrectivc on the date when the 
affidavits or supporting dOCllments were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided 
herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to posrpone the date on which 
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute as to the SLIIC's portion of the royalty or to that portoon of the: royalty 
in dispute as to lair marl:ct value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with its best 
possible estimate of oil and gas reserves underlying this lease or allocable to this lease: and shall fUrnish said Conunissioncr with copoes of all contracts under which gas 
is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days aHa entering into or making such contracts, agreements or 
amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land OJro<:c: unless otherwise 
outhorizcd by Lcsscc. All other contracts and records pertaining to the production, transportation, sale and marketing of tbe oil and gos produced on said premises, 
including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subjca to inspection and examination by 
the Commissioner of the General Land Office, the Att<><ney General, the Governor, or tbc representative of any ofthenL 

(8) PERMITS, DRILLING RECORDS. Wrinen notice of all operations on th is lcosc shall be submined to the Commissioner of the General Land 
Office by Lessee or operator fi ve (S) doys before spud dote, workover, rcxntry, lempa<ary abw>dooment or plug and abw>donmcnt ofany well or "'ells. Such "Titten 
notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion rcporu and plugging 
reports shall be supplied to the General Land Office at the time they arc filed with the Texas Rai lroad Commission. All appl ications, permits, reports or other filings that 
reference this lease or any specific well on the leased premises and •hat arc submined lo the Texas Railroad Commission or any other governmental agency shall 
include the word "SLllte" in the title:. Additionally, in accordance with Railroad Commission rules, any sigrugc on the leased premises for the purpose of identifying 
\\ells, tank batteries or other associated improvements to the land must also onclude the word "State." Lessee shall supply the General Land Office woth any rcc:ords, 
noen.,raoda, occ:ounts, reports. cuttings and con:s, or other ioformot.ion relative to the operation of the abovc-<Jcscribed premisca, which moy be roqucsted bY the 
Gcocral Land Office, in odd ilion to those herein expressly provided for. Lessee shall have an electrical aod/0< radioactivity survey made on the bO<e-bole section, from 
the bose of the surface casing to the lOLII depth of well , of all wells drilled on the above dcscnl>ed premises and shall transmit a true copy of the log of each survey on 
each well to the General Land Office within fifteen ( IS) days ~>ftcrthc making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials arc not filed in the General Land 001cc when due. The 
penahy for late filing shall be set by the: General Land Office adnunistrati\'C rule whicb is effective on the dote "hen the materials " ere due in the: General Land Office. 

I I. DRY IIOLEICESSATION OF PRODUCTION DURING PRIMARY TERM. If , during the primary term hereof and prior to closcovay and 
production of oil or gos on said land, Lessee should drill a dry hole or holes thereon, or if durong the primary tarn hereof and aaa the discovery and actual production 
of oil or gas from the leased premises such production thcrcofshould cease from any cause, this lease shall not terminate if on or before the expiration of sU.ty (60) days 
from date of completion of snid dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the neXl 
annual delay renLlll in the same manna as provided in this lease. If, during the last year oflhc primary term or within sixty (60) days prior then:to, a dry hole be 
completed and abandoned, 0< the production of oil 0< gas should cease fa< any cause, Lcsscc's rights shall remain in fUJI force and effect without tun her operations until 
the expiration of the primary term; and if lessee has not resumed production in paying quantities at the expirat ion of the primary term, Lcsscc may maintain this lease 
by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the dote of cessation of production under 
Paragraph 13. Should the forst well or any subsequent well drilled on the above described land be completed u a shut-on oil or gos well within the primary term herco( 
lessee may resume payment ofchc aMual rental in chc same maMc:r as pc'Ovided herein on or before the rental paying dat.c following the expiration of sixty (60) days 
from the do te of completion of such shut-in oil <>< gos well and upon the lililure to make such paymcn~ this lcosc shall ipso lilcto tc:rminatc. lf at thc expiration of doe 
primary term or any time t.hereotlcr a shut·in oil or gas wc.ll is located on the leased premises, payments may be made in accordance with the shul·in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the cxporation of the primary term, neither ool nor gas is being 
produced on said land, but Lessee is then engoged in drilling or reworking operations thereon, th is lease shall remain in force so long u operations on said well or for 
drilling or reworking of any additional well are prosecuted in good Iilith and in workmanlike manner without interruptions totaling more than srxty (60) days during any 
one SOich operation, and if they n:su lt in the production ofo~ and/or gos, so long thereafter as oil aod/or gas is produced in paying quantities from sa.id land, or payment 
of shut-in oil or gas well royalties or compensatory royalties is made u provided in this lease: . 

13. CESSATION, DRILLING, AND REWORKING. If, a Her tloc expiration of doe primary tern\ production of oil or gas from the leased premises. after 
once obllincd, should cease from any cause, th is lease shall not terminate ifLcsscc commences additional drilling or reworking operations within sixty (60) days after 
such cessation, and this ICJSC shall remain in fUll force and effect for so long as such operations continue in good faith and in workmanlike manner wtthout interruptions 
tOLllling more thon sixty (60) days. If such driUing at reworking operations result in the production of oil or gas, the lease: shall remain on fUll force and effect for so long 
as oil or gas is produced from the I cased premises in paying quantities or payment of shut-in oil <><gas well royalties or paymcot of oompcosatory royalties is made as 
provided herein or as provided by law. If the drilling or reworking operations result in the completion ofo "elias a dry hole, the lease will not terminate if the Lessee 
commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall rcmaon in effect so long 
as Lessee continues drilliog or reworking operations in good Iiiith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall 
give written notice to the General Land Office within thirty (30) doys of any cessation of production . 

14. SHliT-IN ROYALTIES. Fat purposes of this paragraph, "well" means any well that bas been assigned a "'ell number by the Slate agency having 
jwisdiccion over tbc production of oil and gas. I ~ at any time after 1bc: cxplration of the prim.vy term of a lease that until being shut i~ was bdng maintained in 
force and effect, a wdl capable of producing oil or gas in paying quantities is located oo the leased premises, but oil 0< gas is not being produced for lack of 
suitable production lilcilities or lack of a suiLllble market, then Lessee may pay as a shut-in oil or gos royalty an amount equal to double the a.Mual rental provided in 
the lease, but not less than S 1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease docs not spceify a delay renLlll 
amoun~ then for the purposes of this paragraph, the delay rental amount shall be one dollar (SI.OO) per acre. To be effective, each init ia l shut-in oil or gos royalty 
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muSI be paod on or before (I) the exporatoon of the pnmary term, (2) 60 days after lloe Lessee cease! 10 produce ool or ps &om the leased p<emoscs. or (3) 60 days after 
Lcsscc comrlcoes 1 dnllong or reworking opcnlion in accorda..:c: with the lease p<ovisions; wloiehcver dale is laleit Such payment shall be macle one-hllf(l/2) 10 the 
Comnussooncr of the General Land Office and one-hllf(l/2) 10 the owner of the so~. If the shut-in ool Of ps royalty os paod, lhe lease shall be consodered 10 be 1 
productng lease and the payment shill txlend the term of I he lease for o period of one yeor &om th< <nd of lh< primary term. Of from th< firSI day of th< month 
follo•.,ng the month on .,.hoch production ceased, and, after that, if no suollble production lilcoliues or surublc rnorlc<t fO< the ool or ps emu, Lessee may extend the 
lease fO< four more successove periods of one ( I) year by paying the some omoun1 coch ycos on 0< befO<C the expiration ofcoch shut-in ycos. 

15. COMPENSATORY ROYAL TIES. If, during the period the lcosc is k<pl in effect by payment of the shut-on oil or ps royolty, oil or gu is sold and 
clelivcrcd in poying quanliloes &om a well located within one thousand (1,000) fed of the leased p<cmises ond completed in the some producong ~or. or in ony case 
on which dr.>illllgc is occurrong the right to continue 10 mainllin the lease by paying the shut-in oil or gos royally shallccosc, but the lease shall remaon eff<e~ov< for the 
reomind<r of the year for which th< royalty his been paod. The Lessee may main11in the lease fO< four more succcssove years by Lessee payong compcns:uory royally 11 
the royalty rule p<ovoded in the lease of the market value of productiOn from I he well causing the dnoinoge or .,.hich os completed in the sam< producong rcscrvoor and 
"ithin one thousand (1,000) feel ofthelcoscd premises. The compensatory royally is 10 be paid monthly, one-hllf(l/2) IO the CommissiOner of the General Land 
OfT ICC and one-hllf(l/2) 10 the owner oflhc soil, beginning on 0< before the lost day oft he month following the month in wloich the oiiO< gos os produced &om the wdl 
causing the drainage 0< thai is completed in the some producing reservoir ond located within one thousand (1,000) feel of the lcoscd pr<rnoses If the compensatory 
royalty paid in any 12-monlh period is in an amount less than the IMUII shut-in oil or ps royalty, Lessee shall pay on omounl eqUJJ to the difference wrthrn thirty (30) 
days &om the end o f the 12-monlh period. Compensatory royalty payments which arc not timdy paid willoc:auc penalty ond inlerCSI in accordance wnh Paragraph 9 of 
this lease. None of these proviJions wrll relieve Lessee of the oblip110n of reasonable development nor the obloploon lo dnll ofl'scl wells u proY1ded rn Texas Nolllral 
Resources Code S2.173; however, 11 the cleterminotion of the Comrrussioncr, ond with the Commimonct's wrincn opprovol, the payment of compensatory royalllcs con 
satisfY the obligation 10 drill offset wells. 

16. RET A IN ED ACREAGE. NotwithSIInding ony provisoon of this lease 10 l.he contrary, ofter a well p<oducing 0< capable of p<oducrng orl 0< ps his 
been completed on the leased premises, Lessee shall exercise the diligence of o reasonably prudent operolor in drilling such additional wdl 0< wells as moy be 
reasonably necessary for the proper development of the leased premises end in marketing the production thereon. 

(A) VERTICAL-In the event this lease is in force and ctTectlwo (2) years after the expiration date of the primary or extended term il shall then 1crmino1e 
as 10 all of the leased premises. EXCEPT (I} 40 acres suorounding each or I well capable of producing in paying qUJnlities ond 320 acres surroundon& coch ps well 
capable of producing in pa)'ln& quonlities (including 1 shut-in oil or ps "diu provided in Po11graph 14 hercol). or 1 wdl upon "ilich Lcsscc is then engoged rn 
continuous drilling oc rewocking operations, or (2) the number ofocrcs inelucled tn o producing pooled unit pursuontiO TeJW Nallllll Resources Code S2 ISI-S2.1S3, 
0< (3) such grcatcs 0< lcsses number of acres as may then be ollocoted for p<oducsion purposes to 1 p<ontioo urul for each such p<odueing well undes the Nics ond 
regul11ions oft he Roil rood Commission of Texas,"' any sucocssor ogeney, or other govcmmcnlllouthO<ity hlvinajurisdiction.lfat any rime oftcs the effcaive date of 
the pallial termination provisions herco( the applicable frcld rules ore changed 0< the well oc wells located lhcscon ore reclassified so that less acreage is thercofler 
allocated to s:Jid well Of wells for production purposes. this lcose shall thereupon lcrminoleaslo ollacrcag< nOI thereafter allocated to said well or wells for production 
purposes. NorwithSIIndrng the l<rmination of this lease IS too portion of the lands covered hereby, Lessee shall nevertheless continue to hlvethenghl ofingrcss 10 and 
egress from the londs >1ill subj«< lo this lcosc for oil purposes described in Pongraph I hcrco( together with coscmcnts and rights-of-way for exiSiong roods. exiSion& 
pipelines and other exiSiing ficilities on, over and across all the lands described in Paragraph I hercof("lhe rellined lands"}, for access 10 ond from the relloned lands 
and for lhc gathering or lrlnsporllllion of oil, gos ond other minerals produced from the rctllined lands. 

(B) IIORIZONT AL. In lhc event this lease is in force and effca two (2) years after the expinttion date of the primary Of cxtendod term it shall fun her 
terminate u to oil depths below 100 feel below the lOIII depth drilled (hereinafter "deeper d<plhs") in each wdl locoled on ocrcoae retained in Parograph 16 (A} above, 
unless on or before two (2) yc:ors ofterlhe p<imary or ext<rodcd term Lessee pays an amount cquollo one-half( 112) of the bonus ociginally poid as consicleration for this 
lease (as specified on page I hereof). If such amount is paid, this lease shall be in foree and eff«< as 10 such deeper depths, ond said tcnninotion shall be delayed for on 
additional period of two (2) ycors and so long thcrcofter u oil oc gos rs p<od~d in poyins quantities from such clecper d<plhs covered by this lcosc. 

(C) IDENTIFICATION AND FILING. The surfice ocrcoae re11ined hercuncler as to coch "'ell shall, as ncosly IS practical, be in the fO<m ofo square wrth 
lhe well located in I he center therco( or such Olhcr shape as may be opprovcd by the Commissioner of the General Land Office. Within thirty (30) days oftcr partlll 
tcnninotion ofthoslcose as p<ovided hcrcrn, Lcsscc shall execute ond record o rclcose 0< rclcoscs con11oning a satisfaCIO<Y legal description of the ocrcogc ondiO< d<plhs 
not retained hereunder. The rCCO<ded n:lcasc, 0< 1 certified copy of some, shall be filed in the General Land Offrcc. accompanied by the filong fcc prescribed by the 
General Land Office rules in effect on I he dale the release is filed. If Lessee foils 0< refuses 10 execute and record such relcose Ot releases within ninety (90) days after 
being requested 10 do so by lhe Gcncrul Land Offi ce, then the Commissioner 11 his sole discretion may dcsiglllllt by wrincn inSirumcnl the acreage and/or clepths 10 be 
released hereunder and record such instrument at Lessee's expense in the county or counties whcrelhelcase is located and in the offrcial records of the General Land 
Offoce and such designation shill be binding upon Lessee for oU purposes 

17. OFFSET WELLS. Neither the bonus, clelay renllls, nor royalloes paid, 0< 10 be pard, under thos lcosc shill rdre\-c Lcsscc ofhos oblrgouon 10 prOiect 
the od ond ps undes the above-described land from being drained. Lessee. sublcsscc, receiver 0< Olhcr ogcnt in control of the lcoscd premises shoJI dnllas many wdls 
IS lhc lil.css may justify ond shall use appropriate mc:ans and drill to a depth necessary 10 p<CVcnt undue dnoinogc ofo~ ond ps from the lcosed premises, In addition, rf 
oil ondiO< ps should be produced in commercial quantities within 1,000 feet of the lcoscd premises, 0< in any case where thelcoscd p<crniscs rs being dnoinod by 
production of oil or gos. the Lessee, sublcsscc, receiver or otha agent in control of the leased p<cmises shall in good filllh begin the drilling of a well or wells upon the 
lcosed p<emoses wuhin 100 days after the dnining well or wells or the well or wells completed within 1,000 feet of the leased premises stan p<oducing in convncrciol 
quonlities and WII prosecute such drilling with diligence. Failure 10 satisfy the Stallllory offset obligation may subj<d this lcose and the owner of the sod's ogency 
rights to forfcrhlrc. Only upon the clet<rmination o f the Commissioner of I he General Land Office ond with his wrincn opprovol may the payment of compensatory 
royalty under applicable Sllllllory parameters satisfY the obligotion 10 drill on offset well or wells required under thrs paragraph. 

18. FORCE MNEURE. I ( after 1 good mith effO<t, Lessee rs prevented from complying with any express or implied covenant of thiS lease, &om 
conducting dnlling operotions on the lcoscd premises, 0< frO<n p<oducing oil 0< ps from the lcoscd premises by rcoson of war, rebellion, riots, strikes, acts of God. or 
any valid O<der, rule 0< regulation of government authority, then while so prevented, Lessee's obligor ion 10 comply wrth such covenant sbaU be suspcncled and L"""'c 
shall nOI be liable fO< damages for failure to comply with such covenants; additionally, this lcosc shall be extended whil< Lessee is prevented, by any sueh cause, from 
conducting drilling and reworl<ing operations or from producing oil or ps from the lcoscd p<emrscs. llowcvcr, nothong in this paragraph shall suspend the payment of 
clelay renllls in O<der 10 maon11in this lcose rn cff«< during the pnmary term in I he absc..:c: of such drilhng or n:workrng operations 0< p<oduction of oil 0< ps 
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19 WARRANTY CLAUSE. The owna of the sool warnms and aarecs 10 defend udc oo !he leased premosc:s.lfohe owna of the sool defauhs on paymenu 
o"'ed on the leased premises, ohcn Lc:sscc may redeem the ri&hu of the owner of the sool in lhe leased prcmosc:s by payong any monpgc, oaxes or oohcr hens on ohe 
leased prem05CS. If Lessee makes paymcnu on behalf of the owner oflhe sool under lhos parapph. Lcssc:c may rcco•·cr ohe coso of lhcsc payments from lhe rental and 
royal toes due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lfohe owner of the soil owns less oban ohe cnoire undovoded surface CSIIIe on ohe above dcscnbcd 
land. "'hethcr or not Lessee's inoerCSI is spcei6ed herein. then the royalties and rental herein provided to be paid 10 the owner oftbe sool shall be paid 10 bim in the 
proponion which his interest bears to the entire undivided surface e$lltc and the royalties and rental herein p<ovidcd IO be poid to the Commissioner of the General 
Land Office of the State of Texas shall be likewise p<oponionately reduced. llowevcr, before Lcssc:c adjusts the royalty or rental due to the Conunissioner of the 
GcllCflll Land Office, Lessee or his authorized rcprcsenUitivc must submit to the Commissioner of the General Land Office a written SUitcmcnt which cxplaon• the 
discrepancy between the interest purponedly leased under this lease and the octual inoercst owned by the owner of lhc soil. The Commissioner of the General Land 
Office shall be poid the value of the whole production allocable to any undivided interest not covered by a lcose, less the proponionatc development and production coso 
lliiOcablc (0 such undavidcd inrcrcst. llowcver, in no evcnl shall chc Commissioner of the: General Land o mcc receive IS a royalty on the gross produccion Dlloctblc 10 
the undivided inoercst notlcasod anannou.ntless than tbc value ofonc:-sixtocnoh {1/16) ofsucb gross production. 

(B) REDUCTION OF PAYMENTS. 11; during the prim:uy term, a ponoon oflhcland covered by lhos lease: IS included wolhio the houndancs ofa 
pooled unit !hot has bcc:n approved by the School Land Board and lhc o"na of the soil io accordance with Noounol Rcsourocs Code Section> S2.1SI·S2. 1S4, ofi( 11 aoy 
time after the expiration of the prim:uy term or the extended term, this lease covers a lesser number of acres than the tOIDiomouno described ber<in, pa)'mcnos that ore 
mode on a per aac basis hcr..,nder shall be reduced accord in& to ohc number of acres pooled, released, surrendered. 0< Olherwosc severed. so lhoo pa)'mcnos dacrmoned 
on a per acre to.. is under the term> ofthos lease dunng the prim:uy oam shall be calculaoed bescd upon ohe number of acres oulSidc the houndaroes of a pooled unot. or, 
of after the expiration of the prim:uy term. the number of acres a~lly rctaooocd and co• cted by this lease 

21. USE OF WATER. Lcsscc: shaU have the ri&J>I 10 usc water produced on SOld land ncccssary for opcratM>os under this lease: cxocpo ""cr Jiom "'ells or 
tanks of tbc owner of tbc soil; proVIded. bowcvcr, Lcsscc: shall not usc potable .... ter or waoa suotablc !Or lives~ock or uription purposes !Or watertlood opcrauons 
"'thoutthe prior consent of the owner of the sool. 

22. AUTIIORJZED DAMAGES. Lcssc:c shall pay the o"'na of the sool for damagcscauscd by ots opcratoons to all personal properoy, improvements, 
livestock and crops on said land 

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

24. WELL LOCATION LIMIT. No well shall be drilled noorcr than owo hundred (200) fee110 any house or bam now on saod prcrmscs w11houo the "'Tllocn 
conscot of the owner of the sool. 

2S. POLLUTION. In developing this area, Lessee shall usc I he ho&Jicst degree of care and all proper safeguards to p<evcnt pollutoon. Withoutlomoting the 
foregoing. polluoion of coastal wcllands, narural watcrwoys, rivers and impounded wooer shall be prcvenoed by the usc of conUiinment facilities sufficienl to, prevent 
spillage, se<poge or ground waoa contamination. In the <vent or polluuon, LCSJCC shall use all means at ots disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private propcnics. Lcsscc shall build and main12in fences around ios slush, sump, and draonagc pots and 
lllnl< banenes so as to protect livcstock aponst loss, damage or injury; and upon completoon or abondonmcnt of any "ell or "'ells, Lcsscc shall fill and level all slush 
pi1>111d cellars and completely clean up the drilling site of all rubbish thereon. Lessee: shall, while conduaing operations on obclcascd premises, keep said p<crrusc:s ficc 
of all rubbish, cans, bottles, paper cups or garl>agc, and upon completion of opautions shall rCSiorc the surface ofobc land to u neat its original condioion and conoours 
as is practicuble. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitlltions on thos paraaraph, Lcssc:c shall have the ri&Jioto remove machoncry and fixtures placed by Lessee 
on I he !cased premises, including the right to draw and remove casing. wothon one hundred twenty (120) days after the cxporauon or the termination oflloos lease unless 
lhc owner of the soil arants Lessee an cxtcosion of this 121k!ay perood. I Jo,.evcr, Lc:sscc may not remove casing from any well capable of producing ool and cas on 
paying quantities. Additionally, Lcssc:c rrtiY not draw and remove casing untolafter thorty (30) days wrillen notice to the Commissooncr oftbc General Land Office and 
to the o"ner ofohe soil The o"'ncr of the soil shall become the o•mer of any machonay, fixtures, or casing which arc not timely rcmo•od by Lcsscc under tbc terms of 
thiS ponograpb. 

27. (A) ASSIGNMENTS. Under the conditions contaoned on thiS paraaraph and Ponoaraph 29 of this lease:, the n&Jiu and CSilltes of eothcr party to tlus 
lease may be assigned. in "hole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, dCVJsco:s, lcpl rcprcscntaoives, successors and 
assigns. However, I change or dJvisoon in o"'nership or the laod, rentals. or royahies woll DOl cnlugc the obliptions or l.cssce, diminish the n&JIIS. provolegcs and 
esllltes of Lcsscc, impair the etfcctivcness of any poymcnt made by Lessee or om pair the etfcctivcncss of any ae1 performed by Lcssc:c. And no change or dovosM>n on 
o"nership oftht 13nd, rentals, or royallics shall bind Lcssc:c for any purpose untillhony (30) days after the owner of the soil (or his heirs. devisees. lepl rep<cscnllltivcs 
or assigns) furnishes ohe Lessee with satisfactory written evidence of the change in ownersbip, including the original recorded muoimcolS oftiolc (ofa ccnofocd copy of 
such original) when the ownership changed boc:ausc of a conveyance. A total or partial assignmcno of this lease shall, 10 tbc extent of the ioterCSits>igACd, rdicvc and 
discharge Lcsscc of all subsequent obligations under this lease. If this lease is assigned in its crotircry as to only part of~rc acscogc, the righo and option 10 pay rcnmls 
shall be apponioncd as bcrwccn the several owners ralllbly, according to the arco of each, aod fa ilure by one or more of them to poy his share of the rcnlll shall no1 
atfcel this lease on the pan ofohe land upon which p<O nola renUIIS a.re tioncly paid or tendered; however, iflhc assignO< or assignee docs not file a ecnificd copy of such 
assignment in the General Land Office before the next raotal paying dale, tbc entorc lease shall ocrminatc for failure 10 pay the entire rental due under Paraaraph 3 . 
Every assignee shall •uccced 10 all ri&hos and be subject to all oblip tions, liabili ties, and penallics owed to ohc S1111c by the original lcsscc or any prior assignee of the 
lease, including any liabilities to the Stale for unpaid royallics. 

(B) ASSIGNMENT UMJTATION. Notwithstanding any provision in Parappb 27(a), if the owner ofthc soil acquires this lease on whole or on pad 
by assigruncnt without the prior wrinao approval of the Commissioner oflhe Gcocral Land Office, this lease: is void as of the time ofassiJIDIDCOtand the agency power 
ofohc owner may be forfciu:d by the Commissioner. Allassignmcnl woll be ttated as if it were made to the owner of the soil if the assignee is: 

{I) a nominee of the owner of the soil; 
(l) a corporation or subsidiary in which the owner of the sool is a p<incipol stockholder or is an employee of such a corporaoion or subsodoary; 
(3) a panncrship in which the owner of the soolos a partner or is an employee of such • panncrshop; 
(4) a principol Stockholder or employee oft he corpontoon which is the owner of the sool; 
(S) a partner or employee in a panncrship which os ohc owner oft he soil; 
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(6) a ftductary for the owner oft he sod, inc.ludmg but not hmtted to aauardian, rrustec, executor, admtntstnl1or, rccc::tver, or conserYIIOf'·for the 
owner of the sotl. or 

(7) a fismily member of the owner of1he soli or rell!cdlo lhe o"ner oflhe sool by mamage., blood. or adoptoon. 
28 RELEASES. Under !he condioion• eontainal in ohis por.BJ11plo and Pano8J11ph 29. l.cucc may ao any lime exccule and deliver 10 !he owner of1he soil 

and place of record a rclea« or rcleaJ<S covering any ponion or ponion• of the lea«d prcmi..,._ and !hereby surrender thiJiease UIO such pon ion or ponions. and be 
reloeval of all subsequeno obligaoion• as 10 acreage surrcnderal. l fany pon of th is lease is properly surrcnderal. ohe delay renoal due under ohis lease shall be reduced by 
the proponoon ohaoohe surrendered acreage bears 10 ohe acreage which was covered by ohis leo« immediaoely prior 10 such surrender; however. such release will noo 
rcloeve Lessee of any liabol ilies which may have occrual under ohis lease prioroo ohe surrender of such acrcogc. 

29. FILING OF ASSIGNMENTS AND RELEASES I f a ll or any poro of this lease is assigned or released. such assignmenl or release muSI be rCCO<dcd 
in the counoy where the land is siouaocd. and I he recorded instrumcnl or a copy of the recorded inS!rumcnl cen ifial by the Counoy Clerk of I he counoy in "ioich the 
onsuumenl is recorded. muSI be filed in !he General Land Office "iohin 90 days of !he last execuoion dale accompanied by the prescribed filong fee. If any such 
assognmenl os n01 so filed. I he righos acquored unda- thos leaJ< shall be subJCCIIO IOrfeoourc 111he opfoon ofohe Commissioner o flhe Geocral Land Office. 

30 DISCLOSURE CLAUSE. All provisions penainlng 10 I he lease of I he above-described land have been included in th is onsmomeno oncludong the 
Sllllcmcno of the orue consideraoion oo be poid for ohe CJCccuoion of ohis leo« and ohe righlt and duties of the ponies. Any coUa1eral aareemc.>~S concerning obe 
developrnenl of oil and gas from the leased premiJ<S "hich are n01 conlloned in lhu lease render ohos lease onvalid 

31. FIDUCIARY DIJfY. The owner of the soil owes I he SIBle a fiduciary duty and muSI fully disci OJ< any lis as afTccting ohe Sllte's mlerest on I he leaJ<d 
premises. When ohe inoercsts of ohe owner ofohe soil connie! with those ofohe Stale, ohe O"lltr of ohe soil is obligataloo pulthe Stale's inoerests before his person>! 
in1cresas. 

32 FORFEITURE. l fLCSJ<C shall fail or refuse 10 make the poymenl of any sum "'olhon ohiny days after il becomes due, or ifLCSJ<C or an auoborllal 
agenl should knowingly rmke any fislse reoum or fislse rcpon eoneanons produaion or drilling. or ofLCSJ<C shall fail or refUJ< IO drill any ofTSd well or wells in good 
fuioh u required by law and ohe rules and regulaoions adopoed by ohe Commissioner ofohe General Land Office. or if Lessee should miloo file repons in ohe manner 
required by law or failoo comply willo rules and regulaoions pron1ulgaood by ohe G~nenl Land Otroce. lhe School Land Board. or !he Railroad Commission. or if Lessee 
should refuse lhe proper authorioy access lo the records penaining 10 operalions. or if Lessee or an auohorizcd agenl should knowingly fail or refuse 10 give correcl 
informaoion 10 ohe proper auobority. or knowingly fioil or refuse 10 furnish ohe Gena-a! Land Otroce a correcolog of any well. or if Lessee shall knowingly voola1e any of 
the maocnal provisions of this lease. or if !his lease is assigned and !he aui8J1mcnl is nol filed in !he General Land O!rocc as required by law. the righos acquired under 
this lease shall be subject to forfeiture by the Commission..-, and be shall forfeil same ,.ifcn sufficicnoly informed ofohe fads "'ioich auobori:a: a forfeiourc. and when 
forfeioed ohe area shall again be subjcco 10 lease under ohe lerms of the Relinquishmcno Ad llowever, nolhing herein shall be coosmoed as waiving ohe auoomaric 
lamina lion of this lease by opera! ion of law or by reason of any speciallimilltion arisins hereunder Forfeitures may be SCI asode and this lease and all righos !hereunder 
reinsl.lled before !he righ!J ofanother inoervene upon sa10sfac:lory evidence lo the Commissioner ofohe General Land Offocc of future compliance with ohe provuions of 
!he law and ofohis lcue and the rules and regulations !hal may be adopted relauve hereoo 

33. LIEN. In accordance wilh Texas Natunol Resources Code S2.136, ohe SIBle shall have a firS! lien upoo all oi l and gas produced from the area covered 
by this leaJ< 10 secure poymcnl of all unpaid royally and o<her sums of money ohat may bocomc due under ohis lease. By acceplloce of obis leo«. Lessee BJ11niS !he 
Stale. in addioion 10 the lien provided by Texas Narunol Resources Cnde 52.136 and any olher applicable suoruoory lien. an express conorocruallien on and sccunty 
inlereSI in all leased mine..ls in and cxoracted from ohe leoJ<d premises, all proceeds "'hich may accrue 10 Lessee from ohe sale of such leaJ<d minerals. whaher such 
proceeds arc held by Lessee or by a ohird pany. and all fixtures on and improvemenos 10 the leased premises used in conneaion wioh ohe produaion or processing of 
such leased minernls in order 10 secure ohe paymeno of all royalo ies or ooher omounos due or 10 become due under oh is lease and 10 secure paymenl ofany damages or 
loss !hal Lessor may suffer by rason of Lessees b<each o f any covenanl or condition oftl1 is lea«, whether express or implied. This lien and sccurioy inoercso may be 
foreclosed wilh or without coun proceedings in lhe manner provided in the Tille 1. Chapter 9 ofohe Texas Business and Commeree Code Lessee agrees thao lhc 
Commission..- may require Lessee 10 execuoe and record such instnJments as may be reasonably necessary 10 acknowledge, auach or per(cctohis lien. LesJ<e hereby 
represents that there are no prior or superior liens arising from and relating to Lessee's accivities upon the abovc-dc.sc:ribc.d propcny or from Lcsscc's acquisiuon of this 
lea.c. Should I he Commossioner 11 any lime detamine ohaoohis represen111ion os nOIIrUe, lhcn !he Commissooner may declare ohis lea« forfcoted as provided hereon. 

34. POOI.ING. Leucc is hereby pnlcdlhe righooo pool or unito>e !he royally onoa-cso of !he owner of the soil under this lea><: Wllh any ooher leasehold 
or moncral inlcrCSI for I he exploraoion. developmenoand produaion of oil or ga• or- eother of them upon I he same lams as shall be approval by the School Land Board 
and I he Commissioner of I he Gene.. I Lond Office for !he pooling or unioizing of !he inlerest or !he Stale under !his lease pursuanl IO TCJW Narunol Resources Code 
S2.1S I-S2 1 S3. The owner ofohe soil agrees thaolhe inclusoon ofohos provosion on thiJ lease satoJfoes ohe exccuoion requiranenos Silled in TcxaJ Narunl Resources Code 
S2.1S2 . 

3S. INDEMNITY. LCSJ<C hereby releases and discharges the SIBle of Texas a Ed the owner of lhe soil. lheor otrocas, employees, ponna-s. agenlt, 
contraccors, subcontntctors. gues1s, invirccs. and 1hcir respective succcuors and assigr1J, of and from all and any actions and causes of ad ion of every nature, ot other 
harm. includong environmental harm. fO< which recovery of damages is sough~ including. bul noolimioaloo. all losses and expenses "ioich are caused by I he aaivioies 
of Lessee. oos officers, employees, and agcn!J aris ing oul of, incidcnoaloo, or rcsulling from. ohc oper. oions of or for Lessee on ohe leased premise• hereunder. or ohao 
may arise oul of or be occasioned by Lessee's b<each of any oflhelerms or provisions ofohis Agreement, or by any other negligenl or strialy liable acl or cmossoon of 
Lessee. Funhcr, Les.ee hereby agrees 10 be liable for. exonenooe., indemnifY. defend and hold harmless the SIBle of Texas and the owner of !he soil . oheir officers. 
cmployc:c.s and agents. their succ:cssors or usigns, apinst any and all claims.. liabilities, losses. da.magcs, acdon.s, personal inJury (including dcalh), costs and expenses, 
0< Olher lwm for "ioich recovery of damages is sought under any lheory includong oon. coob'KI, or stria liabtlily, including anorneys' fees and o<ber legal ex pen..._ 
oncluding ohosc relaoallo environmental hazordJ, on the leased premises or in any way relaoed 10 Leucc's faolure 10 comply with any and all environmenllllaws; obose 
arising from or in any "'Y reloled lo Lcs=·s openolions or any ooha- ofLes=·s aelivilics on ohe leased premises; !hose arosing from LCSJ<C's use oflhe surface of the 
leased premises; and those I hat may arise out of or be occasioned by Lessee's breach of any of the lams or provisions of this Agrecmcno or any other acl or omission of 
LesJ<e., ios directors. officers, employees. porrncrs, agcnlS. conorocoors. subeonoroctors. guesu, onvotees, and oheor respective successors and assignJ. Each ISSI8Jiee ofthos 
Agreemeno. or an inlerCSI thertJn. agrees 10 be liable for. exonaalc. indemnify. defend and hold harmless !he Slale of Texas and the owner of the sool, thcor otroeers. 
employees. and agents in the same manner provided above in connection with the aetivilies of Lessee. iu otroc:crs. employees. and agcniS as desaibcd above. EXCEPT 
AS OTIIERW ISE EXPRESSLY LIMITED II EREIN, ALL OF Til E INl)[MNITV OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER Til E 
TERMS OF TillS AG REEMENT SHALL fiE WITIIOUT LIMITS ANO WITIIOIJf REGARD TO Til E CAUSE OR CAUSES TII EREOF (EXCLUDING 
PRE-EXISTING CONDITIONS). STRICT LIABILITY, OR Til E NEGLIGENCE Of' ANY PARTY OR PARTIES (INCLUDI G Til E EGLIGENCE OF 
Til E INDEMNIFIED PARTY), WllETIIER SUCH EGU GE CE BE SOLE. JOrNT. CONCURRENT. ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL IIAZARDS. Lessee shoJI usc the highest degree of care and reasonable safeguards to prevent contamination or pollutiOn 
of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurfucc srrnta, ambient air or any other 
environmcnml medium in, on, or under, the leased premises, by any waste, pollumn~ or comaminant Lessee shall not bring or permit to remain on the leased 
premises any asbestos conlaining materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous 
substances (as the term "Hazardous SubsUlllce" is deftned in the Comprehensive Environmcnllll Resportse, Compensation and Liobiliry Act (CERCLA), 42 
U.S.C. Scct·ions 9601, et seq.), or toxic substances under any federal, stale, or local law or regulation ("Hazardous Materials"), except ordinary products 
commonly used in cunncctioo with oil and gas exploration nod devclopmcnl opc:rutions and stored in the usual manner and quantities. LESSEE'S 
VIOLATION OF THE FOREGOING PROlHB1110N SHALL CONSTITUTE A MATERIAL BREACH AI'ID DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD UARMLESS AI'ID DEf'END THE STATE OF TEXAS AND TilE OWNER OF THE SOIL FROM AND 
AGAINST ANY CLA1.111S, DAMAGES, J UDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOLATION OF T UE FOREGOING PROlDBITION OR (U) TUE 
PRESENCE, RELEASE, OR DISPOSAL OF AI'IY HAZA RDOUS MATERIALS ON, UNDER, OR ABOUT TJJE LEASED PREMISES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AI'ID REPAJR 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE PRESENCE OR RELEASE OF ANY HAZARDOUS 
MATERIALS IN, ON, UNDER, OR ABOUT Tll.£ LEASED PREMJSES DURING LESSEE'S OCCUPAI'ICY OF THE LEASED PREMISES I 
CONFORMANCE WITH TUE REQUI REMENTS OF APPLICABLE LAW. TillS INDEMNIFICATION AND ASSUMPTION SUALL APPLY, 
BUT IS NOT LIM ITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER 
ENVIRONM ENTAL LAW OR REGULATION. LESSEE SUA LL IMMEDIATELY GIVE THE STATE OF TEXAS AI'ID THE OWNER OF TU E 
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF T UlS PARAGRAPH, UPON LEARNI NG a.· THE PRESENCE 
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO 
HAZARDOUS MATERIALS WUJCU MAY AFFECT TUE LEASED PREMISES. TU£ OBLIGATIONS OF LESSEE UEREUNDER SHALL 
SURVl VE THE EXPIRATION OR EARLI ER TERM INATION, FOR AI'IY REASON, OF TUJS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTexas Natural Resources Code 52.171through 52.190, commonly known as 
the Relinquishment Act, and other applicable sllltules ond amendments thereto, and if any provision in lhtS lease docs n01 conform 10 these statutes, lhe 
S1atules will prevail over any nonconfomting lease provisions. 

38. EXECUTION. lltis oil and gas lease must be signed and acknowledged by the Lessee before it lS filed of record in lhe county records and in 
the General Land Office of lite State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, lhe clfective date of this 
lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant 10 Chapter 9 of the Texas Business and Conuncrce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and cenified copies thereof must be filed in the General Land Office. 
This lease is n01 effective until a ccttified copy of this lease (which is made and ceni!ied by the County Cleric from his records) is filed in the Genernl Land Of 
ficc in accordance with Texas Natural Resources Code 52. 183. Additionally, th is lease shall n01 be binding upon the Smte unless it recites lite actual and rruc 
considcrntion paid or promised for execution of this lease. The bonus due the State and the presaibcd foling fcc: shall accompany such ccnified copy 10 the 
General Loud Office. 

40. Rentals in Ute antoum of $26.66 for years two and three: of this lease have been prepaid. One half( 'h) of this amount has been paid to lhe 
Lessor wtd one half('!.) has been paid 10 the Stale of Texas. Rental for lhe founh year in the amount of$2 ,679.93 has not been paid and if the fourth year 
rental is not paid then lhls lease \viii expire. One half ('!.) of the fourth year rental will be paid 10 the Lessor ond one half('!.) will be paid lo the Stale of 
Texas. Renral for the ftfUt year is included in the founh year rental and if the fourth year rental is paid then no additional rcnmls arc due under this lease. 

BY: William A. Chalfant 

TITLE: President 

DATE: \D\tZ~CO 

STATE OF TEXAS STATE OF TEXAS 

TITLE: Individually and as agent for lhc State of Texas TITLE: Individually and as agent for the State of Texas 

Date: _ ______________ _ Date: ______________ _ 
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STATE OF 

COUNTY OF 

Before me, the undersigned authority, on this day personally appeared Jan~lda C. Bourke, duling in her sol~ a nd 
ser ar2te property, known tO me to be the persons whose names are subscribed to the foregoing i nsuumen~ and acknowledged 
to me that they executed the same for the purposes and consideration therein expressed. 

Llfh · I.-
Given under my hand and seal of office chis the _ T __ day of D C;10r;). '\ 12005, 

C)f/Y?. '/"\,l . . J.L-'\. 
Notary~ic in and for T -

¥e,z_ 
My Commission expires: cP -;5-J.oo 8 
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STATE OF TEXAS 

COUNTY OF MJDLAND 

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 for the purposes and 
consideration therein expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and sea l of office this the 

Oc."A O~f R.. ' 2005. 

MASHALA K. CROSS 
Nolary Putltc. Sialt ol Te.tas 

M1 C~mmossoon Etpues 
7·16·2008 

Notary Public in and for the State of Texas 

day of 
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PAGE lU THRU 11/ . OFFICIAL PUBLIC 

-- RECORDS 
herebycen.•.eaon .NO.YEMBER 8, 2005 
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Gencml Land Office 
Rclinquishmcnl Acl Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 

££ "p 

THIS AGREEMENT is made and entered inlo this 2lsl day of Scpltmb<r, 2005, bclween the S1a1e of Texas, acting by and through iiS agenl, 

Robert F & I<Jolby M. Kclloa , busbaad a ad wife, care of PO 8os 428, Pc<:os, TX 79772 said agenl herein referred 10 as the owner of the soil (whether 

one or mon:), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hen:inafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amouniS slated below Blld of lhe covenBJIIS and agreemeniS 10 be paid, kepi ond 

perfom1cd by Lessee under this lease, the Slate o f Texas, aaing by and 1hrough the owner of the soil, hereby graniS, leases and leiS umo Lessee, for the sole 

and only purpose of prospecting and dril ling for and producing 011 and gas, laying pipe lmes, building lllnlcs, Sloring oil and buoldmg power snmons, 

1dcphone lines and other sll\laurcs then:on, 10 produce, save; lake care o( 1rca1 and lrallSpon said products of the lease, the follow~~~& lands si1ua1ed m 

REEVES Coomy, S1a1e ofTcxas, te>-wn: 

SFJ4 o f Sec lion 2, Block 54, Township S, T&P RR Co unty 

eoruaining 160.0 acres, mort or less. The bonus considcration paid for thiS lease IS as follows 

To the S1a1e of Texas: FourThou•nnd Tw•'tlty-Srx and 71/100 

Dollats (S 4 026 71) 

To the 0"'t1Cf of the soil : four Thousand Twentr·Six and 7!/!00 
Dollars (S 4 026 7!l 

Total bonus consideration: Ejgh1 Thousand fifiv·Three and 43/100 

DollatS (S 8 053 43) 

The tota l bonus consideration paid rcpreseniS a bonus of T hru Jlundrtd T..-o Dollm (S302.00) per acre, on 26.667 ntl aacs. 

2. TERM. Subjea 10 the other provisoons m this lease, this lease shaU be for a 1crm of .EiJ!til} years from this dale (herem called "pnmary 
term") and as long thereafter as oil and gas, or either of them, is produced m paying quanlities' from said land 

As used in this lease, doc term "produced in paying quan1il'ics" means that the receipts from the sale or other nuthorittd commercial use of the substancc(s) 

covered exceed out of pocket operational expenses for the six months last pasL 

3. DELAY RENTALS. If no well be commenced on the leased prcrruses on or before one ( I) )eat trona this date, this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to hiS credit in 

the " THIS IS A PAID·UP LEASE: SEE PARAGRAPH 40 " Bank, 111 ~or its successors (which shall continue as the depository regardless of 

changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF ntE GENERAL 
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a hke sum on or before said date. PaymeoiS under this paragraph shall operate as a 

rental and shall cover the privilege of de ferring the commenccmenl ofo well for one ( I) year from said date. PaymeniS under this paragraph shall be in the 

following amouniS: 

To the owner of the soli: 
Dollars($ _ _____ _ ____ _ __) 

To the S!llte ofTcxas: 

Dollars (S -------------' 
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 ) )eat 

each during the prunary tenn. All paymeniS or tenders of renta l 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 rentnl paying date. If the bank designated in th is paragraph (or iiS successor bank) should cease to exist, 

suspend business, Uquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held on default for 

failure 10 make such paymeniS or tenders of rental un til thirty (30) days after the owner of the so~ shall deliver to Lessee a proper recordable UISU\lment 

naming another bank as agent to receive such paymcniS or renders. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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4 PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
prov1ded for in this lease to the Conunwioner of the General Land Office of the State of Ttxas, at Austin' Texas, and one-half (112) of such royalty to tht 
O\\lltr of the soil· 

(A) OIL Royalty payable on 011, wh1ch is dcfmed as including al l hydrocarbons produced in a liquid forn:' at the mouth '?fth< well ":"d also as all 
cond<n.satt distillate and other liquid hydrocarbons recovcred from oil or gas run through a sep11111tor or other cqu1pment. as heremaft..- prov1ded, shall be 
1/S!h · ' pan of the woss production or the market value therco( at the option of the owncr of the soil or the Commission..- of the 
Gm<r.llland Office, such value to be determined by I ) the highest posted price, plus pn:mium, if any, OITC1'Cd or paid for oil, cond<n.sate, distillate, or othcr 
liqu1d hydrocarbons, respectively, of a like type and I!Tivity in the gen..-al area wh..-e produced and when run,!"' 2) the highest market price thereof o!TC1'Cd or 
paid in the general area wh..-c produced and when run, or 3) the gross proceeds of the sale th..-co( wh1chcv..- IS the wearer. Lessee agrees that bef~ any gas 
produced from the leased premises is sold, used or procc:sscd in a plant, it will be run free of cost to the royalty 0"'11..-s through an adequat< otl an~ gas 
sq>arator of conventional type, or oth..- equipment at least as efficient, so tha! all liquid hyd~ re~vaublc from the gas by such means will be 
recovered. The requirement~ that such gas be run through a separator or oth..- equ1pmcnt may be wa1ved m wnllng by tht royalty own= upon such terms and 
conditions as they prcs..-ibe. 

(0) NON PROCESSED GAS. Roynlty on any gas (including Oared gas), wh1ch IS dtfmed as all hydrocarbons and gas<ous substances not dcfmed 
as oil in subp11111graph (A) above, produced from any well on said land (except as provided hertin with respect to gas p~ in a plant for the extraction of 
gasoline. liquid hydrocarbons or oth..- produCIS) shall be 1/Sth part of the woss product1on or the ~et wluethcrco( at the 
option of the owner of the soil or the Commission..- of the General Land Office, such value to be based on the h1ghest market pnce paid or ofT..-ed for gas of 
comparable quality in the gcnc:ral area where produced and when run, or the gross price paid or olf..-ed to the producer, "iliche.-er is the greater; provided that 
the maximum pressure base in measuring the gas und..- this lease shall not at .,y time exceed 14.65 pounds per square incb absolute, and the standard base 
t..-nperaturc shall be s ixty (60) dewecs Fahrenheit, corte<~ ion to be made for pressure according to Boyle's Law, and for specific gravity according to testS 
made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasolin< plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be I h part o fth e residue gas and the liquid hydrocarbons extracted or the market w lue thereoC at the option of the 
o...,er of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent ( 100'1.) of the total plant 
production of residue gas auriburable to gas produced fi"ornthis lease, and on fifty percent (50%), or that pC1'CCOt accruing to lessee, whicht.-er is the wcat<.T, 
of the total plant production of liquid hydrocarbons an.ributablc to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from 
gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate) OwriS an interest. then the percentage applicable to liquid hydrocarbons sball be 
fifty pcra:nt (50%) or the highest percent accru1ng to a third pany processing gas through such plant under a processing agre..-nent negotiated at arm's lenglh 
(or if then: is no such third pany, the highest pcra:ntthen being specified in processing aweemcnts or contrDCIS in the industry), w!tichcYe.r is the greater. The 
respective royalties on residue gas and on hquid hydrocarbons sball be determined by I) the highest market price paid or ofT..-ed for any gas (or hqutd 
hydrocarbons) of comparable quality in the gcn..-al area, or 2) the gross price paid or ofT..-ed for such residue gas (or the weighted aYCn~ge gross scllmg price 
for the respective I!Tidcs of liquid hydrocarbons), "i11chever IS the great..-. In no evcr\1, however, shall the royalties payable und..- this pa.ragrllllh be less than 
the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphut or any other produCIS produced or manufactured from gas (excepting liquid 
hydrocarbons) whcth..- said gas be "casinghead," "dry", or any other ps. by fraclionating. burning or any other processing shall be 1/Sih 
part of the woss production of such produCIS, or the market w lue thereat; at the option or the owner of the soil or the Commissioner of the Gen..-. I land 
Office, such market w lue to be determined as fo llows: I) on the basis ofthe highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such produCIS are produced, whichever is the greater. 

5. MJNIMUM ROYALT Y. During any year after the expiration of the primary term of this lease, irthis lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and 
payable on or before the last day of the month succeeding the annivmory date of this lease a sum equal to the total annual rental less the amount of royalties 
pa1d during the preceding year. If Par31!T8ph 3 of thiS lease docs not specify 11 de Illy rcnllll amount then for the purposes of this paragraph, the delay rental 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY fN KfND. Notwithstanding any oth..- provision in this lease, at any time or &om ttme to ttmc, the o...ner of the so1l or the 
Conunissioner of the General Land Office may, at the option orcith..-, upon not less than sixty (60) days nottce to the holder of the lease, require that the 
payment of any royalties ac..-uing to such royalty owner under this lease be made in kind. The own..- of the soil's or the Commissioner of the Gen..-al Land 
Office's right to take its roynlty in kind shall not diminish or negate the own..- of the soil's or the Conuniss1on..- of the Genc:ral Land Office's rights or Lessee's 
obligatiortS, whether express or implied, under this lease . 

7. NO DEDUCTIONS. Lessee agrees that all royalties ac..-uing under this lease (including those paid in kind) shall be without deduction for the 
cost of producing, gathering, storing. separ:ning. treating. dehydrating, compressing. processrng. transporting. and othc:nvise making the oil, gas and other 
produCIS hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance 
UlXcs and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share or any fuel 
used to process gas produced h..-cunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the wriucn consent of the 
own~ of the soil and_ the Co~ission..- of_ the Gmeralland <?fftce, lcssee_ma.Y. recycle gas for gas l_ifl p~ on the leased premises or for injedion into 
any otl or gas producmg formauon und..-lymg the leased prCllltSCS after the hquid hydrocarbons contained m the gas have been removed; no royalties shall be 
payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty 0"11ers to a royalty under this lease . 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not token in kind shall be pa1d to the Conunission..- of the General Land Office at 
Austin, Texas, tn the rollowutg manner 

Paymmt of royalty on production of oil and gas shall be as provided in the rules set fonh in the Texas Rtgistcr. Rules CUITcntly provide that 
royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and 
royalty on gas is due and must be received in the Gcnerol Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owncr, manager or other authorized agent, completed in the form and manner prescribed by the General Land omc:e and 
showing the woss amount and disposition of all oil and gns produced and the market w lue of the oil and gas, together with a copy of all documents, records 
or repor1S con fumin g the gross production, disposnion 

True and Correct 
copy of 

Ongmal filed in 
Reeves County 

Clerks Office 
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and market value oneludong gas meter readings. pipeline rcceopls, gas line rcecopos and other checks or mernononda of amount produced and put onto popchnes, tani.S. or 
pools and gas lines or ps storage, and any other rcpons or rccordJ which the General Und Office may require to verify the gross production, disposition and nwkct 
value. In all cases the authority of a manager or ageno 10 act for the Lessee herein must be tiled in the Gencnol Land Office. Each royalty payment shall be accompanoed 
by a chcdc >tub, schedule, summa~)' or o<bc:r remiuance advice sbowing by the usigned Gcncnol Land Office lease oumbes the amount of royally being pald on coch 
leasc.lfLcssec pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty ofS% on the royalty or S2S.OO, whichever 
is greater. A royally payment which is over thirty (30) days laic shall accrue a penalty of 100/o of the royalty due or ru.oo \\hichcver is greater. In addition to a penalty, 
royalties shall accrue interest 11 a note of 12% per year, such interest will begin accruong when the royalty is sixty (60) days overdue. Atrodavits and supportong 
documcnls which are not filed when due shall incur a penalty in an amount sci by the General Land Office adminiSirltivc rule which is effective on the date \\hen the 
affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties 10 be paid u prescribed by the due date provoded 
herein .. Payment of the delinquency penalty shall in no way operate 10 prohibit the State's right of forfeiture as provided by law nor act 10 pcSiponc the dale on which 
royall ies were originally due. The above penalty provisions shall DOl apply in cases of tide diSJ"'Ie as to the StaiA:'s portioa of the royalty or 10 thai port ioo of the royally 
in dispute u 10 filir market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annoully furnish the Commissioner of the General Lsnd Office Wllh ots best 
pcssiblc estimate of ool and gas rcscrvcs underlying obis lease or allocable 10 this lease and shall furnish said Commissioner woth copies of all conlnCIS under "hoch gas 
is sold or processed and all subsequeru agrccmcnts and amendments 10 sucb contnCIS wothon thirty (30) days alter entering 1010 or m>kong such conlncts, agro:c:mcnls or 
amc:ndma>ts. Such conuxu and agrccmcots wbco rcccoved by lbc Gencnl Land Office shall be held in coofodc:occ by the Gcncnl Land Office unless otherwise 
aulhoriud by Lessee. All other oonlr.ICIS and records pcrtainins to the productooa. lnlnsportauoa. sale and marketing of lbc oil and gas preduond on saod prcmoses, 
including the bocks and accounts, rcc:eipu and discharges of all wells. tanks, pools, meters, and pipelines shall at all limes be subjca 10 inspeclioo and cxanunauon by 
the Commissioner of1hc Gencnol Lsnd Office, the Allorncy Gencnol, the Governor, or ohc rcprcsentaoive of any oflhem. 

(B) l' ERMITS, DRJLLING RECORDS. Wrillcn notice of all openo1ions on this lease shall be submiucd 10 the Commissioner of the General Lsnd 
Office by Lessee or opc:ralor live (S) days before spud daoc, worl:over, rc.<:ntry, 1cmpcr2ry abandonmcnl or plug and abandonmcnl of any well or wdls. Such wriuen 
oooice to the Gcncnol Lsnd Office shall include copico o f Railroad Commission form• for application to drill. Copies of well IA:Sts, comph:tioo rcporu and plugging 
reports shall be supploed oo I he Gcocnol Land Office all he lime ohcy arc filed with the TCJW Railroad Commission. Allapplica1ions, pcrmils, rcpcrtS or o<bc:r filinga thai 
reference this lease or any specific well on the leased premises and 1ha1 arc submoncd to the TeJCaS Railroad Commission or any other governmental agency shall 
uoclude the word •staoe· on the title. Additionally, in accordance with Radroad Comrrussoon rules, any sognagc on the leased premises for the purpose ofodcnufying 
"dis, link banerocs or other associated improvcmenos 10 the land ""'" also ondudc the word •Stale • Lcsscc shall supply the General Land Office woth any records, 
memoranda. accounts, reports, cuttings and OO<CS, or o<bc:r onformatioa rclauvc 10 the opcnohoo of the abovc.-dcsalbcd prcmoscs, " hich may be requested by tbe 
Gcocnol Lsnd Office, on addition 10 lhosc hereon cxp<essly provided for. Lcsscc shall have an clcctncalandlor radioacti•ity survey made oa the bor~e S<Ciion, li-om 
the base of the surfilce casong 10 the lOla I deplh of "dl, of all wells dr~led on tbc above dcscnbcd premises and shall tnrwnil a ttuc copy of the log of each survey on 
each well 10 the General Land Otrocc within fifteen ( IS) days aft<:rohc m>king ofsaJd survey 

(C) PENAL TIES. Lcsscc: shall incur a penalty whenever rcporu, documents or other ma1crials are not filed on the Gencnol Lsnd Office "hco due. The 
penolly for lole filing shall be SCI by lhe General Land Office adminisuativc rule which is tffcctivc on the dale when the rnalcroals were due in lbc Gcocnl Land Offi ce. 

II. DRY IIOLEICESSATION OF PRODUCTION DURJNG PRIMARY TERM. If , during the primary 1erm hereof and prior 10 discovery and 
production of oil or gas on said land, Lessee should drill a dry bole or boles thereon, or if during ohe primory term hercofand after the ducovcry and actual productoon 
of oil or gas from I he leased premises such production thereof should cease from any cause, ohis lease shall notterminale if on or befO<c the expiraloon of sixty (60) days 
from dale of complet ion of said dry bole or ccssa1ion of production Lessee commences addilional drilling or reworking opcral ions I hereon, or poys or lenders the next 
annual delay rental in lhe same manner as provided in this lease. I f. during the last year of the primary term or within slXI)I (60) days prior lhaclo, a dry bole be 
completed and abandoned, or the production of o~ or gas should cease for any cause, Lcsscc's rights shall remain in fuU force and efTcct wil.boul furtbcr operations unld 
the expiratoon o flhe primary lerrn; and if Lessee has 001 resumed production on paying quanlilics at the expiration of the primary 1crm, Lessee may maintain 1his lease 
by conducting additional drilling or reworking opcnot ions pursu.tniiO Panograph 13, IISing the expUlltion of the primary 1crm as lhc date of ocssation of produCIIon under 
Paragraph 13. Should the fU'SI well or any subsequenl wel l drilled on ohe above described land be completed as a shut-in ool or gas well wilhin I he primary term her co~ 
Lessee may resume payment of the annual rental in the same manner as provided herein on or hefO<e the rental paying daoe fOllo wing ohe expiratioo of sixty (60) days 
from the date ofcompletioo ofsucb shut-in oil or gas well and upcn the fioiluoe lo make such paymcn~ this lease shall ipso fiocto lcrminaoc. lfao the c:xpirauoo of the 
primary term or any lime thereafter a shut-in oil or gas well is localed on the leased premises, poymcnls may be made in accorcbocc With the shul-in provosions hereof 

12. DRJLLING AND REWORKJNG AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the promary term, neither oil nor gas os beon& 
produond on said land. but Lessee is then engaged in drill ina or reworkong opera1oons thereon, this lease shall rcmatn in force so looa as operations oo said well or for 
dnlling or re"orking of any addilional wdl arc prosecuted in good filith and in workmanlike manner without interruptions totaling more than sixty (60) days dunna any 
one such operation. and if they rcsulo in the productioo of oil and/or gas, so long tbereaOer as oil and/or gas is produced in paying qwuototies from said land, or payment 
of shut-in oil or gas well royal1ies or compensatory royallics is made as provided in thos lease • 

13. CESSATION, DRJLLING, AND REWORKING. If, after 1hc expiraooon of the primary 1crm, production of oil or gas from the leased pn:mises, after 
once obtained, should cease from any cause, Ibis lease shall noo tcrminaoc if lessec commences •dditiooal drilling or reworking opcnolions within sixty (60) days after 
such cessalion, and Ibis lease shall remain in full force and effect for so long as such openolions con1inuc in good Iiiith and in workmanl ike manner wi1hou1 interruptions 
IOialing rnorclhan sixty (60) days. If such drilling or reworking operations resulo in the productioo of oil or gas, the lease shall remain in full force and clTCCIIOr so long 
as oil or gas is produond from the leased premises in poying quamities or payment of shut-in o~ or gas well royalties or paymcn1 of compcnsa1ory royaloico is made as 
provided herein or as provided by law. lfthe drilling or reworking opcnol.ions rcsull in the completion of a well as a dry hole, the lease will notterrninalc iflhe Lcsscc 
commences additional drilling or n:wori:ing operatioos within sixty (60) days after I he complcl1011 of the wel l u a dry bole, and this lease shall rcmaon in efl'a:l so lona 
as Lcsscc conllnues drilling or reworking operations in good fioitb and in a wori:manloke rnanocr ,.;lboul interruptions IOIIIing rroorc than sixty (60) days. Lessee shall 
give "Tilten notice 10 the General Land Off'occ " i tbio lhirty (30) days of any ocssatioo of produetioo 

14. SIIUT·IN ROYALTIES. For purpcses of Ibis paragraph, ·well" means any wclllbat has boca usigncd a well number by the staiA: aacocy havuog 
jurisdiction over the productioo of oil and gas. I ~ al any time after lbe cxpiratioo o f the primary lcrm of a lease thai until being sbul in, was being maintaoocd in 
force and cfl'cct, a wdl capable of producing oil or gas in paying quantities is located oo the leased premises, but oil or gas is 001 being produced lOr lack of 
suitable production tacililics or lack of a suitable m;ukct. 1hen Lessee may pay as a shu1-m 0 11 or p s royahy an amouol equal to dou~c the a.Mull rcntlll povidcd tn 

lhclcose, bul no1 less than $1 ,200 a year for each well capable of producing oil or gas in paying quan1i1ies. lfPanograph 3 of this lease docs not specify a delay rental 
amount, ohcn for the purpcscs of this paragraph, ohe delay n:ntal amouno shall be one dollar ($1 00) per acre. To be cfl'cct ivc, ca.:h inilial shuo-in oil or gas royalty 
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muSI be paid on or before: ( I) 1he expirolion of the prm~ary 1crm, (2) 60 days aner I he Lessee ceases 10 produce oil or gu from I he leased prem1ses. or (3) 60 days a ncr 
Lessee complcles • drilling or reworking operalion in accordance with lhe lease provisions: whichever dale is larest. Such paymcnl shall be made one-half(l/2) lo I he 
Commissioner of 1hc Gcncrol Land O ffice and onc·half(l/2) 10 !he owner of lhc soil. lflhc shul-in oil or gas royally is paid, the lease shall be cons1dcrcd 10 be a 
producing leosc and rhc paymenl shall eoccend lhe lerm of rhc lease for 1 period of one year from lhe end of lhe primary lcrm. or from !he fusc day of !he monrh 
follo.,ing rhe month in which production ccosed. and, after thai, if no suillblc production liciliries or sui11ble matlccl for the oil or gas exisu, Lessee may extend rhe 
lease for four more succcssh-.: periods of one (I) year by paying the sameamounlcach year on or before !he cxpir.u ion of each shul· in yea~. 

u. COI'>'IPENSATORY ROYALTIES. If, dunng rhc period lhc lease is kept 111 ctfcct by payment ofrhc shuHn ool or gas royalty. oil or gas is sold and 
delivered in poying quanlilies &om a wel l loeared within one 1housand (t,OOO) l'cct of the leased premises and complcled in the same producing reservoir, or 1n any case 
in which drainage is OCQirring rhc righr 10 continue 10 ma1n111n I he lease by poying the shuc.jn o~ or gu royally shall ccasc, bur the lease shall remain eiTCCII•e b the 
mnaindcr ofrhe year for " ilich rhe royally has been poid. The Lessee may ma1n111n I he lease for four more successive years by Lessee patm& compcnsarory royally 11 
the royahy rare provided in the lease of the marlcct value of production from !he wdl couJing !he drainage or "'hich is compleled 1n rhe same produc1ng res<n'OII and 
will> in ooc lbousand (1 ,000) feet ofrhe leased premises. The compcnsarory royally is 10 be paid monrbly, one-half(l/2) 10 !he Commissioner ofrhe General Land 
OfT ICC and ono-hal f (l/2) 10 che owner oflhe soil. be&inning on or before r.he lase day oflhe monlh following ll>e monrh in v.i>Kh !he orl or gas is produced from !he well 
cous1ng !he dra1nage or !hal is completed in !he same producing reservoir and loeared wirhin one rhousand (1,000) fOCI of rhe leased prcmiscs. If !he compcnsalory 
royalty pa1d in any 12-monlh period is in an amounrless !han !he aMual shuc.;n oil or gas royally, Lessee shall poy an amounl cquai iO rile d11Terencc "''lh1n 1h1rry (30) 
days from rhe end oflhe 12-monlh period. Compcnsalory royally paymeniS which are noc rimely paid will accrue penally and in1erest1n accordance wi1h Paragraph 9 of 
th is lease. None ofthc:sc provisions will relieve Lessee oflhe obligarion of reasonable developmenl nor rbe obligarion 10 drill otfSCI wells as proVIded in Texu Narural 
Resources Code 52.173; however, al the dererminalion of the Commissioner, and with lhc Commissioner's wrinen approval, I he paymenl of compcnsa1ory royalucs can 
sarisfy !he obligacion co drill oiTsct wells. 

16. RETNNED ACREAGE. NorwirhSIInding any provision of chis l'ease co che concmy, after a well producing or copable of producing o~ or gas has 
been completed on rhe leaS<:d premises, Lessee shall exercise lhe diligence of a reasonably pruden! opcralor in dtming such addirional wdl or wells u may be 
rcasonobly ncccssory for I he proper developmenl of lhe lcaS<:d premises and in marketing I he producrion I hereon. 

(A) VERTICAL-In rhe evenl lhis lease is in force and etfcctlwo (2) years aRcr rhe expirarion dale oflhe primary or e<lended lerrn ic shall chen lerminale 
u 10 all o f the leased premises, EXCEPT ( I) 40 acres surrounding each oil well capable or producing in paying quanrities and 320 acres surrounding each gas well 
capable of producing in paying quanlilies (including a shul· in oil or gas well u provided in Paragraph 14 hereof), or a well upon which Lcsscc is !hen engaged in 
conrinuous drilling or reworking opera lions, or (2) rhe number or acreJ included in a producing pooled unil pursuanrro Texu Narural Resources Code 52.151·52.1 H . 
or (3) such grearcr or lesser number of acres u may !hen be allocored for production purposes 10 a proration unil for each such producing well under !he ru les and 
regulations of !he Railroad Commission of Texas, or any sucoessor agency, or ocher govc:mmcntal aulhority having jurisdiction. If t l any time after I he effective dale of 
the porl ial lcrminalion provisioos hcrco~ the applicoble f101d rules are cba.nged or the well or wel ls locared thereon arc reclass16ed so thai less aaeagc is rhercafter 
allocared co said well or wells for production purposes, this lease shall thereupon tcrminale u to all acreage 1101 tbcreafter alloealed co said well or wciiJ for production 
purposes. Notwilhslonding the lcrmil13tion o(this lease as loa portion of the lands covered hereby, Lessee shall nevertheless conlinue 10 have lhe righr of ingress 10 and 
egress from the lands Slill subject 10 chis lcosc for all purposes desaibcd in Par.tgraph I hereo( cogcther with coscmeniS and ngh~f-way for exisring roeds, eo<1S11ng 
pipcliocs and other exiSiing litcililies on, over and across all che lands dcscnbcd in Par.tgraph I bcrcof(•rhe retained lands· ). for access co and from the rct:a1ned lands 
and for I he garhering or lrlnsportalion of oil, gu and other m~nerals produced from the rct:ained lands. 

(0) IIORIZONT AL. In !he even! this lease is in fon:e and eiTcct IWO (2) years after !he expiration dace of thc pnmary or exrendcd lam 11 shall IUrlhcr 
raminare as IO all dcplhs below 100 feel below !he toeal depth drilled (hereinafter · deeper deplba•) in each wd l locored on acreage rcca•ned in Paragraph 16 (A) above, 
unless on or bebe two (2) years after the primary or CXIcodcd lerm Lcsscc poys 111 amounl cqual10 one-half( Ill) oflhe bonus oricjnally paid u consideralion for chis 
lease (as specified on pogc I hereof). If such amounl is poid, this lease shall be in force and ciTed as 10 such deeper depths, and said terminal ion shall be delayed for an 
addirional period ofrv.-o (2) years and so long !hereafter as oil or gas is produced in poyin& quanriries from such deeper depths covered by chis lease. 

(C) IDENTIFICATION AND FILING. The surface acreage rcllincd hereunder as 10 each wdl shall, as nearly u practical. be in !he form of a square wilh 
the wclllocoled in lhe cenrer lhcreo~ or such ocher shape as may be approved by I he Commissioner of the General Land Office. Within rhirry (30) daya after por1ial 
lcrminacion of chis lease as provided herein, Lessee shall execure and record a release or releases con111ining a sarislitctory legal desaipcion ofrbe acreage and/or deplhs 
nor retained hereunder. The recorded release, or a certified copy of same, shall be fil ed in I he Genm l Laod Office, accompanied by rhe filing fcc prescribed by che 
General Land Office ru les in ciTeet on chc dace rhe release is filed. If Lessee lit ils or refuses 10 execure and record such release or re leases wilhin ninety (90) days aft er 
being rcqueslcd 10 do so by I he Gcncrol Land Office, chen I he Commissioner al his sole diS<:rclion may designolc by wrinen instrumenl lhe acreage and/or depchs 10 be 
released hereunder and record such inslrumenl al Lessee's expense in lhe county or counlies where lhe lease is locored and In !he offiCial records ofl he Gcnct11l Land 
Off ICC and such dcslgnarion shall be binding upon Lessee for a ll purposes. 

17. OFFSET WELLS. Neither lhe bonus, delay ren111ls, nor royallies paid, or 10 be paid, under this lease shall relieve Lessee of his obligalion 10 prolccl 
!he oil and gu under I he above-<!esaibcd land from being drained. Lessee, sublessee, receiver or ocher agcnl in control oflhe leased premises shall drill u many " ells 
as the filets may j uSiify and shall usc appropriale means and drill lo 1 depth ncccssary 10 prcvenl undue drainage of oil a.nd gas from che leased premises, In addjcion, if 
oa and/or gas should be produced in commercial quanrities within 1,000 feet of I he I cased premises, or in any case where the leased premises is being drained by 
production of on or gas, rhe Lessee, sublessee, receiver or ocher agent in control ofrheleased premises shall in good Iilith begin the drilling ofa well or wells upon rhe 
leased premises wirhin 100 days after rbe draining well or wells or lhe "'-ell or "ells comple1ed within 1,000 feet oflheleased premises start producing in commercial 
quanlilies and shall prosccure such drilling wilh diligence. Failure to satisfY !he SIIIUiory otf.scr obligacion may subjeclthi5 lease and the owner of !he so1l's agency 
righrs IO forfe11Urc. Only upon !he dercnninarion of I he CommissM>ner of rhe GcneRI Land Officx and v.it.h his v.Tincn approval mey thc paymenl of compcnsacory 
royalty under appliCable staiUiory poruncrers sarisfy I he obligarion to drill an otf.scr "'dl or wells required under this paragraph 

18. FORCE MAJEURE. I( after a good litilh elTon, l..c:ssee is prevented from complying wilb any express or 1mplicd covcnanl of Ibis lcaJC, &om 
conductin& dril ling opcnrions on !he leased premises, or from producing oil or gu from lhe leased premises by reason ofW>r, rebdlioll, riots, Slriltes, ac:ts of God, or 
aay valid order, rule or regula lion of govcnunc:nr aulhonty, !hen whae so prevented, Lessee's obligalion 10 comply with sueb covcnanl shall be suspended and Lessee 
shall noc be liable for dam3ges for litilure to comply v.ilh such covcnanrs; addiuonally, lhis leue shall be eXIcrlded "bile Lessee is prevcnlcd, by any such couse. from 
conducting drr ll ing and reworking opcrarions or from producing oil or gas from lhe leased premises. Ho"-.:ver, nothing in thiS paragraph shall suspend the paymenl of 
delay renllls in order 10 mainlllin this lease in etfcct dunng rhe primary lcrm 1n I he absence of such dt~ling or reworking opcracions or production of oil or gas 
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19 WARRANTY CLAUSE. The ov.ner of the sotl warrants and agccsto defend tide to thelc:.ucd pn:mises If the owner ofthe soil de&ul,. tn payments 
owed on the leosed pmruscs, then Lessee 11l3Y redeem the ngllu of the owner of the sod to the leased premiSeS by paymgany mongagc; IIXes or orhc:r hens on the 
leased premises. If l essee makes paymen,. on behalf of the owner of the soil under thiS paragraph, lessee may recover the eost of these payments from the rental and 
royalties due lhc owner or the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner or the soil owns less than the entire undivided surtiee estate in the above dc:scribcd 
land, whether or not IA:ssce's interest is specified herein, then the royalties and rental herein provided to be paid to the ov.ner ofthe soil shall be paid to him in the 
proportion which his interc:sl bears to the entire undivided sur&ee estate and the royalties and rental herein provided 10 be paid to the Commissioocr or the General 
Land Otrtee of the Stale of Texas shall be likewise proportionately reduced. Uowever, before lessee adjusts the royalty or rental due to the Commissioner of the 
General Land Office. Lessee or his authorit.od representative must submit 10 the Corrunissioncr of the General land Office a wrinen statement which explains the 
diSClepaney between the intetc:st purportedly leased undet this lease and the ICtll&l iotercst owned by the owner or the soil. The Commissioner or the General Land 
OfT ICC shall be paid the value Of the wbolc production allocable 10 any undivided interest not covered by a lease, less the propot1ionate development and production COS! 

allocable to such undivtded interc:st. llowever, in no event shall the Comnussioncr of the Geoeralland Office rea:ive u a royalty on the gross production allocable to 
the undivided interest not leased an amount less than the value ofonc>sixteenth (1/16) orsucb IJOSS production. 

(0) REDUCTION OF PAYMENTS. I~ during the primary term, a portion of the land covered by this lease is ioduded wtthio the boundaries of a 
pooled unit !hat has been approved by the Scbool Land Ooard and tbe ov.ner of the soil in aooordaoee with Nattnl Resources Code Sc:ctions S2.1Sl-S2.1S4, ofiJ; at any 
rime after the cxpinuion or che primary 1crm or lbe extended term. this lease covers a lesser number of aaes than the lotaJ amounl described herein, p.aymenls I bat are 
1113de on a per acre basts hereunder shall be reduced accordUI&IO the number of acres pooled, released, surrendered, or Olherw~se severed, so that payments determined 
on a per acre basis under the terms of this lease dunng the primary term shall be calculated based upon the number ofaeres outside the boundanes of a pooled untt. or, 
i.fafter the expiration oft he prtmaryterm, the number of aeres actually retained and coveted by this least-

21 . USE OF WATER. Lessee shall have the riaJ>t to use wata produced oa said land ncccssary for opc:ratjoos under Ibis lease except water liom wdls or 
tanks of the owner of the sod; provided, bowever, l.essee shall 001 usc potable water o< water suitable 10< livestock o< irrigation purposes lOr Wllcr-Oood operations 
v.ithout t.he prior consent of the owner of the soil. 

22. AUTIIORlZED DAMAGES. lessee shall pay the owner of the soil fo< damoges caused by tiS operations 10 all personal property, improvements, 
livc:slock and crops on said land. 

23. PIPELINE DEPTI I. When r<>quc:sted by the owner of the soil, Lessee shall burytts ptpeltnes bdow plow depth. 

24. WELL LOCATION LIMIT. No well shall be driUed nearer than two hundred (200) li:et to aoy bouse o< bam oow oo said premises without the ,.nuen 
consent of the owner of the soil. 

2S. POLLUTION. In developing this area, Lessee shall usc the hiaJ>cst degree of care and all proper safeguards to prevent pollution. Without limitinathe 
fore&oing. pollution of coaStal wetlands, natural waterways, rivers and impounded watet shall be prevented by the use or contain moot facilities sufficient to, prevent 
sptllagc; seepage or ground watet conlllmination. In the event of pollution, lA:ssce shall use all means at us disposal to recapture all eseaped hydrocarbons or otbet 
pollutant and shall be responsible for all damage to public and private properties. lessee shall build and maintatn fences around i,. slush, sump, and dr.unage pus and 
tank batteries so as to protect livestock apiost loss, damaae o< injury; and upon completion or abandonment of any well o< wells, lessee shall fill and level all slush 
pits and cellars and completely clean up the drilling site of al l rubbisb thereon. Lessee shall, while conductio& opc:rauoos on the leased premises, keep said premises lice 
of all rubbisb, cans, bottles, paper cups or prt>agc, aod upon completion of operations shall rCSIO<e the sur&ce of the land 10 u ncar i,. O<igmal condition and contour> 
as is practicable. Tanks and equipment v.ill be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to lirrutations in this paragraph, Lessee shall have the riaJ>tto remove machioery and 6xturc:s placed by Lessee 
on the leased pn:miscs, including the riabt to draw and remove casin&, within ooe hundred twenty ( 120) days after the expiration or the termination of this lease unless 
the owner of the sotl grants Lessee ao extension of thts 12lklay period. However, lessee may 1101 remove casing from any well capable of producing oil and ps in 
paying quantities. Additionally, lessee may nor draw and remove casing until after th irty (30) days V>Tiuen notice to the Commissioner of the General Land Office and 
to the owner oft he soil. The owner of the soil shall become the owner- ofaoy machinery, fixrwes, o< casmg which are 001 timely removed by lessee under the terms of 
this pangraph, 

27. (A) ASSIGNMENTS. Under the conditions contained in this pan1grapb and Paragraph 29 of this lease, the rights and estates of either party 10 this 
lease may be assigned, in whole o< in pw1, and the provisions ofthis lease shall exrend to and be bindina upon their heirs, devisees, lepl representatives, succ..-s and 
assisns. Uowever, a change o< division in ownership of the land, renlllls, o< royalties will not enlarge the obligations of Lessee; diminish the rights. prtvileges and 
csutes of Lessee, impair the effectiveness ofaoy payment made by Lessee o< impair the effectiveness of any act performed by Lessee. And no change o< dtvosion tn 
ov.ncrship of the land, rentals, or royalties shall bind lessee lOr any purpose until thirty (30) days after the owner of the soil (o< bis bcin, devisees, le&aJ reprc:sentauves 
Of assisns) fumisbcs the Lessee witb satis&ctory .mtten evideoee of the ciwt&e ia ownership. includill& the oricinaJ tlXlOfded munimcnts of tide (of a ccrtifocd oopy of 
web original) wbeo the ownership cbaoaed because ora conveyance. A tOtal or partial assipomeo~ of this ICI!lC shall. to the CX1al1 of !be interesr assi&JICd, relieve and 
discharge Lessee of all subscque.nt obligations under Ibis lc:asc..lfthis lease is assi(!Dcd in its cntirery u to only part of the acreage; the riabt and optioo to pay reotals 
shall be apportioned as betv.een the several ov.ners ratably, according 10 the area of each, and &ilure by one or mo<e of them 10 pay his share of the n:ntal shall not 
affect this lease on the pan of the land upon which pro rata rentals are timely paid or tendered; howevet, if the usisoor or assignee docs not file a certified copy of such 
assignment in the General lnnd Office before the ncxr rental paying date; the cotire lease shall terminate for failure 10 pay the entire rental due under Paragraph 3 . 
Every assignee shall succeed 10 all rights and be subject to all obligatioos, liabilitics, and penalties owed to the State by the original lessee or any prior assignee of the 
lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT UMJTATION. Notwithstanding any provision in Paragraph 27(a), iftbeowncr of the soil acquires this ICI!lC in wboleor in .,.d 
by assigllOlCDI witbout the prior v.riueo approval of the Commissiooer of the Gcocnl Land Office, this lease is void u of the time ofassi~ and !be agency power 
of the owner may be forfeited by the Commissiooc:r. AD assipment will be tn:ated as if it..,.. made to !be owner of the soil if !be assipcc is: 

(I) a oomincc or the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary. 
(3) a partnership in which tbe owner of the soil isa partJter o< is an employee of such a partJtership; 
(4) a principal stockholder or employee oft he corporation which is the owner of the soil; 
(S) a pan net or employee in a partnership whicb is the owner oft he soil; 
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(6) a fiduciary for the owner of the so il; including but not limited 10 a guardian, trustee, executor, administrator, receiver. or conservator-for the 

o~e:r oflhe soil. or 
(7) a filmoly member of the owner ofthc soil or related 10 the owner of the sool by mamagc. blood, or adoptoon 

2g RELEASES. Under the condotions contained tn thos porasnoph a nd Pansnoph 29, Lessee moy at any lo me execute a nd deliver to the owner of the sod 
ond place o f record a release or releases covcrina any ponion or portions of the leased premises, and thereby surrender thlJ lease as to such portoon or portoons. and be 
relieved of all subsequent obhgations as 10 acrcaac surrendered. If any pon ofthu lease lJ properly surrendered, the delay rental due under thos lease shall be reduced by 
the proportiOn that the surrendered acreage bears to the aerc:aac "'hich was covered by thos lease unmcd11tely pr101 to such surrender; however, such releue wdl not 
relieve Lessee of any liabilities " hich moy have accrued under thOJiease proor to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any pon of this lease os assigned or relca.sed, such assognment or release muSI be recorded 
in the county where the lond is situated. and the recorded insarumcnt or a copy of the recorded instrument cef1i fied by the County Cieri< of the county on " ilich the 
instrument is recorded, must be filed in the Gencml Land Office withon 90 days of the last execution dote accompanied by the prescribed fi ling fee If any such 
assignment is not so fil ed, the rights acquired under this lease shall be subject to fo rfeiture at the opt ion oft he Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provosions pertaonong to the lease of the above-described land have been included in this onSirUment oneludong the 
Slatemcnt of the true consideration to be poid for the execution of thlJ lease and the riglots and duties of the ponocs. lvry collateral agrccmcnts conc:crnina the 
development of oil and gas &om the leased premises "hoch arc not contaoncd on lhts lease render thos lc:ase invahd. 

31. FIDUCIARY DllTY. The owner of the sod owes the State a fiduciary duty and must fully disclose any factS affcaing the State's ontcreston the leased 
premises Wben the interesls of the owner of the soil conOtcr " ith those of the State, the owner of the soolts obhgated 10 put the State's interests before hu personal 
inreresu 

32. FORFEITURE. If Lessee shall fail or refuse to make the poyment ofony sum wtthin thirty days after ot becomes due, or if Lessee or an au thorucd 
agent should knowingly m:tkc any litlse return or false repon concerning production or drilling, or if Lessee shall litil or refuse to drill any offset well or wells in good 
Iilith as required by law and the rules and regulat ions adopted by the Commissioner of the General Land Office. or of Lessee should fail to file reporu in the manner 
required by law or fa il to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee 
should refuse the proper authority acocss to the rcoords pertaining to operat ions, or if Lessee or an authorized agent should knowingly fill or refuse to gove correct 
information to the proper authority, or knowingly liti l or refuse to furniSh the General Land Office a correct log of any well, or if Lessee shall knowingly vtolate any of 
the mot erial provisions of this lease. or if this lease is assigned and tbe assignrncnt is not fil ed in the General Land Off' ICC as required by law, the riglots acquired under 
this lc:ase shall be subjce1 10 fotfciturc by the Commissioner, and he shall forfeit SII11C -.hen sutrocicntly informed of the factS -.ilich authorize a forfeitu~t, and "hen 
forfeited the area shall again be subject to lease under the terms of the Relinquishmeru Act. llowcver, nothm& herein shall be consarucd as " "loving the automatic 
termination of this lc:ase by opcra11on of law or by rCISOn ofany spocoal lirrutation ansing hereunder. Forfeitures may be SCI aside and this lc:ase and all nglots thereunder 
reinSilted before the ri&hts of another imervcnc upon satisfactory evidence to the Commissioner of the General Land Off'tce of future compliance woth the provosions of 
the law and ofthis lease and the rules and regulations that may be adopted rda!lvc hercro. 

33. LIEN. In accordance with Texas Natural Resources Code 52. 136, the State shall have a first lien upon all oil and ps produced from thearc:a covered 
by this lease to secure poymcnt of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee snonts the 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable stai1Jiory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may acerue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a th ird pony, and all fixtura on and improve.mcnts to the leased premises used tn coMCCiton with the production or processing of 
such leased mincnls in order to secure the poyment of all royalties or l)(ber amounts due or to become due uodcr thts lease and to secure poymcnt of any damages or 
loss that Lessor may suffer by reason of Lessoes breach ofany covcnont or oondo11oo of this lease. whether express or implocd. This lien and security mterest may be 
foreclosed with or without court proceedings in the m:anner provided in the Tolle I, Chapler 9 of the Tow Business and Cornrnc:rce Code. Lessee agroes that the 
Comrrussioncr may rcqu orc Lessee to execute and record such insiJUmcnts as may be rCISOnably neccssory to ackno., ledce. attach or pc:rfCCI thos hen Lessee hereby 
represents that there arc no prior or superior liens arising from and rclalln& to Lessee's acrivities upon the abovc-<lescnbcd property or from Lessee's acquos11ion of this 
le:ase. Should I he Commissioner 11 1ny time determine thl l lhis representation as noc true. then the Convnissioncr may declare thas lease forfeited as provtded herean 

34. POOLING. Lessee is hereby granted the riglotto pool or uniti:rx: the royalty interest of the owner of the sod under th is lease with any other leasehold 
or mincrnl onterCSI for the cxplonttion, development and producrion of oil or gas or citloer of them upon the same terms as shall be approved by the School Land Boord 
and the Commissioner o f the General Land Office for the pooling or unitizing oft he interest of the State under this lease pursuant to Texas Natural Resources Code 
52.15 1-52.153. The owner of the soi l agrees that the inclusion of this provision in this lease sa11sfies the execution requirements stated in Texas Natural Resources Code 
52.152 . 

35. INDEMNITY. Lessee hereby releases and diseha'les the State of Texas aEd the owoc:r of the sotl, theor off'ocas, employees, ponncrs, agents, 
COnlriCiors, subcontnctors. guests, invitees, and tbcir rcspcctivc successors and a<Signs, of and from all and any actions and causes of aCiion of every natun; or other 
harm, indudona environmental hann, for "'hich recovery of do mages IS souglot, utcludong. but not lirruted to, all losses and expenses " hlch arc caused by the aCIIVtties 
of Lessee, ots officers, employees. and agents wing out of, incidmtal to, or C'C$Uihng fiom, the operahons of or fi>r Lessee on the leased premises hereunder, or that 
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Aarccmcnt, or by any other ncgliacnt or Slricrly liable act or emossion of 
Lessee. Further, Lessee hereby agrees 10 be liable for, exonerate. indemntfY, defend and hold harmless the State of Texas and the owner of the sool , theor officers, 
employees and agents. their succ:cssors or assigns. against any and all claims. liabilit ies, losses. damages, actions, personal injury (including dcat.h). costs and expenses. 
or other hann for which recovery of damages is souglot under any theory including ton, contnct, or strict liability, including anorncys' fees and other legal expenses, 
including rhosc related 10 environmental hazards, on the leased premises or in any way related 10 Lessee's fai lure 10 comply with any and all environmental laws; I hose 
arising from or in any way related to Lessee's operations or any other of lessee's activit ies on the leased premises; those arising &om Lessee's usc of the surface of the 
leased premises; and those that may arise out o f or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omwion of 
Lessee. its dirCCiors, officers, employees, partners. agents. contnctors, subcontraetors, guests, invoices, and their respcctovc successors and assigns. Each assognee ofthlJ 
Agreement, or an tnterest therein, agrees to be liable for, cxoncnte. ondcmntfy. defend and hold harmless the State of Texas and the owna of the sool, theor officers, 
employees. and agero ts in the same manner provided above in connection "ith the acrivities of Lessee, its off'teaS, employees. and aacnts as described above. EXCEPT 
AS OTIIERWl t: EXPRESSLY LIMITED IIEREI , ALL OF Tll[ INDEM lTV OBLIGATION ANDIOR LIABILITIES ASSUMED UNDER Tll E 
TERMS O F TillS AGREEMENT SIIALL liE WITliO llT LIMITS AND WITIIOllT REGARD TO TllE CI\U E OR CAUSES TII EREOF (EXCLUDING 
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR Til E NEGLIGENCE OF ANY PARTY O R PART IES (INCLUDING Til E NEGLIGE CE OF 
Til[ INDEMNIFI ED PARTY), WII[TliER SUCII NEGLIGENCE BE OLE, JOINT, CONCURRENT, ACTIVE, OR PII.SSIVE. 
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36. ENV IRONMENTAL HAZARDS. Lessee shall usc the highest degree of care and reasonable safeguards to prevent contarmnation or polluuon 
of any environmental medium. including soil, surface waters. groundwater, sedimentS, and surface or subsurface strata, ambient air or any other 
environmental medium in, on, or under, the leased premises, by any •vaste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased 
premises any asbestos containing materials, explosives, tox.ic materials, or substances regula1ed as hazardous wastes, hazardous materials, hazardous 
subslllnccs (as the term "Hazardous Substance• is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 
U.S.C. Sections 9601, et seq.), or toxic substances under any feden1l, state, or loeul law or regulation ("Hazardous Materials"), exoept ordinary products 
commonly used in coMection with oil and gas exploratioo and development operations and stored in the usual manner and quantities. LESSEE'S 
VIOLATION OF T JJ E FOREGOING PROlDBITION SHALL CONSTITUTE A MATERIA L BREACH AND DEFAULT HEREUNDER AND 
LESSEE SllA LL INDEMNIFY, UOLD UARMLESS AND DEFEND TJJ E STATE OF TEXAS AND TOE OWNER OF TUE SOIL FROM AND 
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTI ES, U ABlllTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF T UE FOREGOI NG PROWBITION OR (U) TIJ E 
PRESENCE, RELEASE, OR DISPOSAL OF ANY OAZAROOUS MATERIALS ON, UNDER, OR ABOUT TUE LEASED PREM ISES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREM ISES. LESSEE SHALL CLEAN lJP, REMOVE, REMEDY AND REPAJR 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY Til E PRESENCE OR RELEASE OF ANY llAZAROOUS 
MATERIALS IN, ON, UNDER. OR ABOUT TJJE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF TLIE LEASED PREM ISES IN 
CONFORMANCE WITH T UE REQUIREMENTS OF APPLICABLE LAW. T W S INDEMNl FICATION AND ASSUM PTION SHALL APPLY, 
llUT IS NOT LlMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTILER 
ENVlRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND TILE OWNER OF TII F; 
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF T UIS PARAGRAPU, UI'ON LEARNING OF THE PRESENCE 
OF ANY IIAZAROOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAJNING TO 
EIAZA ROOUS MATERIALS WWCU MAY AFFECT TJJE LEASED PREMISES. TJJE OBLIGATIONS OF LESSEE HEREUNDER SlJALL 
SURVIVE TilE EXPIRATION OR EARLIER TEttMINATION, FOR ANY REASON, OFTWS AGREEMENT. 

37. APPLICABLE LAW. Titis lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly lolown as 
the Relinquishment Act, and other applicable struutcs and amendmentS thereto, w1d if w1y provision in this lease docs not conform to these statutes, tl1e 
statutes will prevail over any nonconforming lease provisions. 

38. EXECLTI'ION. ·Ibis oil and gas lease must be signed and aclcnow1edged by the Lessee before it is filed of record in the county records and in 
Ole General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of01is lease have been satisfied, the elfccLivc date of this 
lease shall be the date found on Page 1. 

39. LEASE FILLNG. Pursuant to Chapter 9 of the Texas Business w1d Commerce Code. th ts lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and cenificd copies thereof must be filed in the General Land Office. 
TI1 is lease is not effective until a certified copy oflhis lease (which is made and cenilied by the County Ckrk from his records) is filed in the General Land Of 
lice in accordance with Texas Na1ural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the actual and 1ruc 
considerotion paid or promised for execution of this lease. The bonus due the Stale and the prescribed fil ing fcc shall accompany such certified copy to the 
General Lru1d Office. 

40. Rentals in the amount of$53.33 for years two and lhrce of this lease have been prepaid. One half(Y•) of this amount bas been paid to the 
Lessor and one half(\1,) has been paid to the State of Texas. Rental for the fourth year in the amount of$5,360.06 has not been paid and if the fourth year 
n:ntal 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(¥.) will be paid to the State of 
Texas. Rental for tl1c fifih year is included in the fourth year rental and if the fourth year rcntnl is paid then no additional rentals are due under this lease. 

BY: William A Chalfant 

TITLE: President 

STATE OF TEXAS STATE OF TEXAS 

BY: Ro b<rt F. Kdtoa ov,~.&~ 
TITLE: Individually and as agent for the State ofTexas TITLE: lndividually and as agent for the State of Texas 

Dote: / 0 - 6 - 0 ~ Date: _...:../._tJ_,...:.?_-tl_;~=--------
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STATE OF 

co~oF ~R~e=e~ve~s~----

( INDIVIDUAL 
ACKNOWLEDGMENl) 

Before me, the Wldersigned authority, on this day pe:rronally appeared Robrrt F. & Kathy M. Ktlton, husb2nd .nd 
~ known to me to be the pe:rrons whose names are subsaibed to the foregoing instrwnent, and aclcnowledged to me that they 
executed the same for the purposes and amsidenuion therein expressed. 

Given under my hand and seal of office this the (pY}:] day of 0c.fuber6 '2005. 

lOUROEZ M. PENA 
Notlry Public, SUite of Texas 

My Commission E>i!*M 
March 02, 2008 

~v~ ~~~ 
NotaryPublicinandfor -!he. stale oC /exitS 

My Commission expires: U 3{ 0 z./lfXJ S 

True and Correct 
copy of 

Origtnal filed tn 
Reeves County 

Clerks Office 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

Before me, the undersigned authority, on this day persona lly appeared William A. Chalfant, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President of 
Chalfant Properties, I nc. 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 

Given under my hand a nd sea l of office this the day of 

Oc=r~r-i2 .2oos. 

® MASHALA K. CROSS 
t-lolary Public, Stale ol Taus 

My CommissiOn Expues 
7·16·2008 

---- - --·----

FILE NO -_.::5.=:0....:.4~6--

Notary Public in and for the State of Texas 

<AXY r'FnlVl!loHJ:f tt f~t H, ' "I'..• ' t I~ i~!l ).\t l , R£N'~Al 
011 U~ P1 lh! "•ISO "l• , •J·'if;"' Z<CAUS£ tJt COUll 
011 R!.Ct b ,;;',AI.•U ,_,ll'J ' ! .. ' ;;o;o·! t••OfN tf~a.ll. 

~At 

FTI..ED FOR. RECORD
1 

Olf .THE:..__ _ _ ::.2ND=_-DAY OF _ ___::.N.....:O_VEMB-=:::...:E:_•R _ _ _ _ .A . D. 2005 4: 5 6 P . lL 

DULY RECORDED ' ON ~~=r___:4:r..,T~B~_·DAY OF NOVEMBER A. D. 2005 10: 00 A.M. 
BY : • ,.... ,., } • ; 

1 
..)_ j < 

, ... .. = \.. ~ ) ~ 
, DKPUTI DI.AIIIIE 0 . FLOREZ , COUJrTY ~ 

REEVES C001fl"Y, TEXAS 

< . 

True and Correct 
copy of 

Original filed in 
Reeves County 
C lerks Office 

-. 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tile above and forego.ng s a full true and CO'rect photog•apll•C copy of the 
ong1na1 record now 10 my lawful custody and possess1on. as th '?Sf'lf IS 

~:~~or<I_e~~ i~~~bl]_~rds of ~~m;v~PlfBtiC 

1 herPbycert,fled on NOVEMBER 8 2005 

\l5Il4.dEPlJTY 
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General Land Office 
RclmqutShment Act Lease Fonn 
Revised, September 1997 

OIL AND GAS LEASE 

ntiS AGREEMENT is made and entered into this 21st day o f S.ptember, 1005, between the State of Texas, acting by and through 1ts agent, 
Mootic Fraok Kehon, dealing in bis sole aod separate property, earc of liS usao Way, Red Oak, TX 75154 said agent hereUl referred to as the owner 

of the soil (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3 123, Midland, Texas 79702 hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in eor~Siderat ion of the amounts stated below and of the covenants and agreements to be paid, kept and 
perfomtcd by Lessee under this lease, the State of Texas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole 
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stauons, 

telephone lines and other structures thereon, to produce, save, take care o~ ucat and lnlnSpon said products of the lease, the followmg l110ds s11uated in 

REEVES County, State ofTexas, to-wit: 

SfJ4 ofScctioo 2, Block 54, Towosbip S, T&P RR Co Survey 

containing 160.0 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Two Thousand Thincen and 33/100 
Dollars (S 2 0 13.33) 

To the owner of the soil: Two Thousand Thincen nnd 33/100 
Dollars IS 2 0 13.33) 

Tota l bonus oonsiderntion: Four Thousand Twemy::Sjx and 661100 
Dollars($ 4,026.66) 

The total bonus considcnnion paid represents a bonus of T hrte Llundrtd T"Y Dollars ($302.00) per aae, on I J .JJJ net oaes. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date (herein called ' pnmary 

tenn") and as long thereafter as oil and gas, or either of them, is produced in paying quantities ' from said land. 

As used Ul this lease, the term ' produced in paying quantities' means that the receipts from the sale or other authorized commercial usc of the substance(s) 
covered exceed out of pocket operational expenses for the six months last pasl 

3. DELAY RENTALS. If no well be: commenced on the leased pn:mises on or before one (I) year from this date, this lease shalltcrmUlate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 

the '' THIS IS A PAID-UP LEASE· SEE PARAGRAPH 40 " Dank, at~ or its successors (which shall continue as the deposit<><y regardless of 
changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF 11-IE GENERAL 
LAND OFFICE OF TilE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a 

rent31 and shall cover the privilege ofdderring 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: 
Dollars ($ ____________ __, 

To the State ofTexas: 

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

Dollars (S ------------' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be: funhcr deferred for success1ve pcnods of one (I ) year 
each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by cheek or sight draft of Lessee, or w1y 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 

failure to make such payments or tenders of rental until thiny (30) days after the owner of the soil shall deliver to Lessee a prop<'< recordable instrument 

naming another bank as ag<.-nt to receive such payments or tenders. 

• •• •• • 
• • • ••• • • 
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, U:ssce ogrcc:s oo pay or cause oo be paid one-half {112) or the royalty 
provoded for on this lease oo the Commissioner of ohe General Land Office of the Slate of Texas, ac Austin' Texas. and one-half{l/2) of such royalty oo the 
om>er of the sool 

(A) OIL. Royally payable on oil, which is defoned as includong all hydrocarbons produced in a liquid form ac che mouth ofche well and also as all 
condensate. discillooe. and other liquid hydro<:arbons recovered from oil or gas run through a scpanuor or other equipmenc, as hereinafter provided, shall be 
1/Sch pan of the gross production or the market value thereo( ac che ope ion of the owner ofche soil or the Commissioner ofche 
General Land Office, such value co be derennined by I ) che highest posted price, plus premium, if any, offered or paid for oil, condensate, disrillaoe, or other 
liquid hydrocarbons. respectively, of a likecypc and gravity in che general area where produced and when run. or 2) che highest marker price thereof offered or 
paid in the general area where produced and when run, or 3) che gross proceeds ofllle salelllereo( whiche""" is che greater. Lessee agrees that bef~ any gas 
produced from the leased premises is sold. used or processed in a plan~ it will be run free of cost co the royalty owners through an adequate ool and gas 
separator of convtnrional type, or other equipment ac least as effieienc, so that all liquid hydrocarbons reeo..,...ble from the gas by such means will be 
recovered. The requirerneno.ohat such gas be run chrough a separator or other equipment may be waived in writing by che royalty owners upon such terms and 
conditions as 1 hey prescribe. 

(B) NON PROCESSED GAS Royalty on any gas (ineludinJI Oared gas), which is defmed as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph {A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 1/Sch pan of the gross production or the market value thereor. at the 
option of the owner of the soil or the Commissioner ofllle General Land Office, such value to be based on the hoghest market price paid or offered for gas of 
comparable quality in the general area where produced and when run, or che gross prioe paid or offered 10 che produoer, whiche~r is chc grealer, provided that 
the maximum pressure base in measuring the gas under chis lease shall not at any time exceed 14.6S pounds per square inch obsolute, and llle standard base 
temperature shall be sixty {60) degrees Fahrenheit, oorrcction to be made for pressure according to Boyle's Law, and for specific gravity according to tests 
made by the Bolancc Method or by the mosc appro~d method of testing being used by the industry at the rime ofccsting. 

{C) PROCESSED GAS. Royally on any gas prcx:essed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shoJI be II h pan of che residue gas and llle liquid hydrocarbons cxtrncted or chc market value chereo( acthc option ofchc 
owner oflllc soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas anributoblc co gas produced from this lease, and on filly percent (SO"!.), or choo percent accruing to Lessee, whiche~r is the greater, 
ofllle total plont production o f liquid hydrocarbons attributable to chc gas produced from this lease: provided chat if liquid hydrocarbons arc recovered from 
gas processed in a plant in which Lessee (or its parenc, subsidiary or affiliate) owns an interesl, chen chc percentage applicable to liquid hydrocarbons shall be 
Ii tty percent (SO"!.) or che highest percent acauong to a third pony processing gas through such plano under a processing agreement negotiated at arm's length 
{01' iflherc is no such chird party, the highest percent chen being specified in processing agreements or contracts in che industty), whichever is the greater. The 
respective royalties on residue gas and on loquid hydrocarbons shall be determined by I) che highest market price paid or offered for any gas {or liquid 
hydrocarbons) of comparable quality in the general area, or 2) che gross prioe paid or offered for such residue gas {or che weighted average gross selling price 
for lllc respective grades of liquid hydrocarbons), whichever is chc greater. In no event, however, shall the royalt ies payable under chis paragraph be less chan 
the royolries which would have been due had chc gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon blade, sulphur or any other products produeed or manufactured from gas {excepting liquid 
hydrocarbons) whether said gas be •casinghead," ~dry", or any other gas, by froctionating, burning or any other processing shall be !/Sth 
pan of ohc gross production of such products, or lllc market value chcreot; ao che option oflllc owner oflllc soil or the Commissioner ofllle General Land 
Office, such market value to be determined as follows: I) on the basis oflllc highest market price of each product for che same mooch in which such product is 
produced, or 2) on chc basis ofchc average gross sale price of each product for che same monlll in whoch such products are produced, whichever is the greater 

S. MINlMUM ROYALTY. During any year after llle expiration oflllc primary term of this lease, iflllis lease IS maintained by production, the 
royohies paid under this lease in no event shall be less than an amount equal to the total111111ual delay rental herein provided; otherwise, chcrc shoJI be due and 
payable on or before chc last day of llle monlll succeeding chc 111111iversary date of chis lease a sum equal to che total annual rental less che amount ofroyalcies 
pood during the preceding year. If Paragraph 3 of Ill is lease does not specify a delay rental amount lllen for lllc purposes of Ill is paragraph, the delay rental 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwichstanding any other provision in this lease, at any lime or from cirnc co time, chc owner of the sool or the 
Commissioner of the Gcncrnl 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 under th is lease be made in kind. The owner of the soil's or the Commissioner of the General Land 
Offi ce's right to toke its royalty in kind shall not diminish or negate chc owneroflllc soil's or the Commissioner of the General Land Office's rights or Lessee's 
obligations, whecher express or implied. under th is lease. 

7. NO DEDUCTIONS. Lessee agrees ohatoll royalties accruong under this lease (including lllose poid in kind) shall be willlouo deduction for lllc 
eost of producing. gathering, storing, separnting, treating, dehydrating, compressing, processing, crunsporring. and oohenvisc making chc oil, gas and ocher 
products hereunder ready for sale or usc. Lessee agrees to compute and pay royalt ies on chc gross value received, including any reimbursements for severance 
wes and production related costs. 

8. PLAl'IT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent chis lcose's proponionaoc share of any fuel 
used to process gas produced hereunder in any processing plant Notwichstanding any other provision of chis lease, and subject to chc wriuen consent ofche 
owner of lllc soil and lllc Commissioner ofche General Land Office, U:ssec may recycle gas for gas lift purposes on che leased premises or for injection inco 
any oil or gas producing formation underlying me leased premises after lllc liquid hydrocarbons contained in llle gas ha~ been removed; no royalties shall be 
payable on the recycled gas until it is produced and sold or used by U:ssec in a manner which entitles che royalty 11"11ers ro a royalty uodcr chis lease 

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

Payment of royalty on production of oil and gas shoJI be as provided in the rules set forch in the Texas Register. Rules currently provide chao 
royalty on oil is due and must be received in che General Land Office on or before lllc Sill day ofllle second monlll succeeding lllc monlll of production, and 
royalty on gas is due and must be received in the General Land Office on or before the ISch day ofchc second monch succeeding chc month of production, 
accompanied by the affidavit of the owner, monagcr or other aulhorizc:d agent, completed in lllc form and manner prescribed by the General Land Office and 
showing the gross amount and disposition of all oil and gas produced and the market value ofc he oil and gas, cogeoher with a copy of all documents. records 
or rcpons confmning the gross production, disposition 
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and market value including gu meter readings, pipeline roceipU. gas line rocoipts and orhct chocks or mcm<nnda of a1110<1nl produced and put onto popelonos, IAnlcs, or 
pools and gas lines or gu Slorago, and any olhcr reports or records which the Genoral Land Office moy require to vaify the gross productoon, dosposot10n and morket 
value. In all casos the aulhoroty of a manager or agent to act for the Lessee hctcon muSI be filed in the General Land Office Each royalty payment shall be accompanied 
by a checl. Slub, selocdulo, summary or orlocr remittance advice showing by the assianed Genoral Land Office lease number the amount ofruyalty beong paid on each 
lease. If Lessee pays his royalty on or before thiny (30) days after the royalty peymc:nt - s due, then Lessee owes a penalty ofS% on lhe royalty or S2S.OO, "hichcver 
IS greater. A royalty peymcnr which is over thiny (30) days laic shallacoruc I penalty of 10% oft he royalty due or $25.00 "hocbcver IS sreatct In addition 10 I penahy, 
royalt ies shall accrue inrctcst 11 a rare of 12% per year; such inrercst will be&in acauutg "hen the royalty is SIXty (60) days overdue Affodavus and supponong 
documents which are not filed when due shall incur a penalty in an 11110<1nl set by lhc General Land Office adminiSirlrove rule whoch os elfcctl'c on rhc date "hen the 
affidavits or supporting documents were due. The Losscc shall bear all responsfboloty for paying or causing royalties to be peod as proscrobed by the due date provided 
herein. Payment of the delinquency penalty shall in no way operate 10 prohibit lhe State's right or forfeiture as provided by law nor act to poSipone the date on y,hich 
royalties were originally due. The above penalty provisions shall not apply in cases of tide dispute IS to lhe State's portion of the royally or to that ponion of the royalty 
in dispurc as 10 fair rn.arket value. 

10. (A) RESERVES, COl'ITRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissooner oflhc General Land Office woth its best 

possible estimate of oil and gas reserves underlying this lease or allocable ro this lease and shall furnish said Commissioner wilh copies of all conrracrs under "1tich gas 
is sold or processed and all subsequent agreements and amendments 10 such conlflcts within thiny (30) days a ftct entering into or making such eonltiCIS. agrccmcnrs or 
amcndmcnrs. Such conltlcts and agrcemcnrs when received by the General Land Office shall be held in eonfodencc by the General Land OffJCC unless olhcrwise 
authorized by Lessee. All other conrnCIS and records pertaining 10 tbe productoon. transporUrion. sale and morkdin& ofrhc oil and ps produced on saod premises, 
including lhc books and occounrs, reccopts and discharges of all "clls,IAnlcs, pools, meters, and pipclonos shall at allumcJ be subJCCI to on•pccroon and eumonauon b) 
rhe Commissioner of the General Land Office, !he Anomcy General, lhe Governor, or the reproscntatovc of any of them 

(B) PERMITS, DRILLING RECORDS. Wrinen nouce of all operations on lhi•lcasc shall be subonilled ro rhc Comnoossooner of the General Land 
Office by Lossce or operator five (S) days before spud daro, workover, rc-cnuy, temporary abandonment or plug and abaodoomcor of any "cll or "dis. Such "Tinen 
no tice ro the General Land Office shall include copies of Railroad Commission forms for oppliearoon 10 drill. Copies of well tests, completoon rq>orU and plugging 
reports shall be supplied 10 the General Land Office ar rbe umc rhey are filed " ith lhc Texas Rail rood Commission. 1\Jlapplocarions, per nuts, reports oc other filings thai 
rcfcrcncc lhis lease or any specific well on the leased premises and that are subononed 10 the Teus Raolroad CommissiOn or any other governmental agency shall 
onclude the word "Stare" in rhc Iitle. Additionally, in accordance with Railroad Commossion rules, any signage on lhe leased premises for lhe purpose of idcnrifYong 
wcJis, tank bancries or o ther assoc:iaccd improvements to lhe land mu~ a lso include Lhc word •state: Lessee shall supply lhe General l,..and Office wich any records. 

memoranda, accounrs. reports, euuings and cores, or other information rdarive 10 the operation of the above-<Jcsaibcd premises, which moy be requested by the 
General Land Offieo, in addition to those herein expressly provided for. Lcsscc shall have an dcctrical and/or radiooctiviry survey made on the bor~ole SCCiion, from 
the base o f the surtice casing 10 lhc 10111 deplh o fwdl, of all wdls drilled on the above described premises and shall transmit a tnoe copy oftloc log of each survey on 
each "dlto the General Land Offtce wirhin fiflccn ( IS) daysoftcr rloc making of saod survey. 

(C) PENAL TIES. Lessee shall incur • penalty whenever rcporti, doeumcnrs or other materials are nor filed on the General Land Office when due. Tbc 
penalty for late filing shall be set by lhc Gencral Land Office adminislrltive rule which is cffedivc on lhc date when the m:oraials "ere due on the General Land Office. 

II. DRY IIOL£1CESSATION OF PRODUCTION DURING PRIMARY TERM If , during the promary term hereof and prioc to drscovcry and 
production of oil or gu on said land, Lcsscc should drill a dry hole or holes thereon, or if during tbc pro mary rcrm hereof and after the doseovcry and oerual produccion 
of oil or gaJ from the leased prcmisos such production thereof should cease from ony cause, this lease shall nor rcrmioate if on or bef01e rite expiration of soxty (60) days 
from dare of eomplerion of said dry hole or cessation of produerion Lessee commences additional drilling or reworkong operations rhaeon, or pays or tenders the next 
annual delay ren tal in the same manner as provided in this lease. If, during the lasr year of doc primary tam or wirhin si><ty (60) days prior rhcrero, a dry hole be 
compiCicd and abandoned, or the production of oil O< gu sbould cease for ony cause, Lessee's rights shall remain in full force and elf CCI without furthct operations until 
lhc C.l<piration of the primary term; and if Lessee has nor rosumcd produccion in pe)'lng quantities ar the C.l<pirarion of the primary term, Lessee may maintaon rhis lease 
by conducting addirional drilling or reworking open lions pursuant tO "-ragraph 13, using fhe C.l<piration ofrhe primary lctm IS !he dale of cessarooo of productoon under 
Paragraph 13. Should rho forst "ell or any subscqucnr well drilled on the above doscnbcd land be completed as a shut-in oil or gas "dl within rloc primal)' term herco( 
Lessee may resume paymenr of the annual renta l in the same manner as provided hereon on 0< before the rental paying date followong rloc expiratoon ofsoxty (60) days 
from rhc dale of completion of such shur-in oil or gu well and upon the liilure to make such peymcn~ this lc:asc shall ipso licto tcrminarc.lfat thc cxporatioo of the 
primary tu m or any time rhcreaftu a sbut·in oil or ps wdl is locatod on t.be leased premises, payments may be made in accorda~ wllh the shut-on provisions hereo( 

12. DRILLING AND REWORKINO AT EXPIRATION OF PRIMARY TERM. If, ar the expiration oflhe promary rerrn, ncorlocr o~ nor ps os hcong 
produced on said land, but Lcsscc is then cnga&ed in drilling or reworking opcntion• thereon, this lease shall remain in force so Ions as operations on saod well or for 
drilling or reworking of any additional well arc proSCCllted in good faith and in workmanlike manner without intcmoplions rotaling more than soxty (60) days during any 
one such operation, and if d1cy rosult in tbc production of oil and/or gas, so long thucofter as oO and/0< gas is produced in paying quanuries from said land, or payment 
of shut-in oil or gas well royalties or compcnsatol)' royalties is m:ode as provided in th is lcasc. 

13. CESSATION, DRJLLINO, AND REWORKING. If, a fter the cxpiratoon of the pro mary term, productoon of oil or gas from the leased premosos, after 
once obtained, sbould cease &om any cause, litis lease shall not terminate ifLossce commences additional drilling or reworking opcrariorrs "11hon si><ry (60) days after 
such cessation, and this lease shall remain in full force and ciTed for so long as such operariorrs conrinue in good liith and in workmanlike manner withO<ot inremoptions 
lora ling more than sixty {60) days. If such drilling or rework in& opera! ions result in the production of oil or gas. the lease shall remain in full force and elf CCI for so long 
as oil or gas is produced from the leased premises in paying qiiUII ilics or peymc:or of shut-in oil or ps well royalties or peymcm of compensatory royalties is mode as 
provided herein or as provided by law. lflhc drilling oc reworkina operations result in rhe completion of a "dl u a dry hole, the lease woll not rcrminare oflhc Lossce 
COmrncncc$ additional drill in& or rework inc operariorrs within sixty (60) days after the completion ofrloc "dl as a dry hole, and this lease shall reonaon in cffccr so long 
as Losscc co.ntinues drilling or reworking opcnrions in good liirh and in a workfTilnloke manner wothour ontcnuplions rotaling more than soxty (60) days. Lcsscc shall 
give wroucn notice ro the General Land Offocc wirhin rhiny (30) days of any cessation ofproducrion. 

14. SH\Jf-IN ROYALTIES. For purposes of this paragraph, "well" means any wdl that has bocn assianed a wdl number by the SlAte agency having 
jurisdiction over the production of oil and gas. I( ar any time after the expiration ofrhe primary term ofa lease that untol bein& shur in. was being maintained io 
force and effect, a well capable of producing oil or gu in paying quantifies is loearcd on lhe leased premises, but oil or gas is not being produced for lack of 
suitable production facilirics or lack of 1 suitable markcl, then Lessee may pey as a shur-in oil or ps royalty an amounl cqu111o double the annual rental provided in 
rhc lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease docs nor specify 1 delay rental 
amoun~ then fO< rhe purposes ofrhi• paragraph, the delay renta l amount shall be one dollar ($1.00) per acre. To be effective, each oniroal •hut-in ool or gas royalty 
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must be pard on or before: ( I ) tloe cxpiralion oflhe primary lerm, (2) 60 days after I he Lessee ceases 10 produce oi l or gas from !he leo sed premoscs, or (3 ) 60 days after 
Lessee compldes a drilling or reworking opcralion in acc:ordance wilh lhe lease provisions: whichever dale is la!cst . Such paymcnl shall be made one-half ( l /2) 10 !he 
Commissioner oflhe General Land Office and one-half( l/2) lo !he owner oflhe soil. lflhe shul-in oil or gas royally is paid, tloe lease shall be considered lobe a 
producing lease and 1he paymcn1 sha ll exlcnd !he 1erm of !he lease for a period of one year from 1he end of !he primary 1erm, or from !he first day o f 1he monlh 
following I he montlo in which produclion ceased, and, after thai, if no suitable produc:lion facil ilies or suitable marlccl fo r the oil or gas ex isiS, Lessee may c.<! end I he 
lease for four more successive periods o f one ( I ) year by paying tloe same amounl each year o n or befo re I he cxpiralio n of each shul- in year. 

IS. COMPENSATORY RO YALTIES. If. during lhe period 1he lease is kepi in efTecl by paymcnl of lhe shu1-in oa or gas royally. o il 01 gas is sold ond 
delivered in paying quanlilies from a welllocaled wilhin one lhousand ( 1,000) feel oftloe leased prcmoses ond compleled in tloc same producing reservoor. or on any ease 
in which drainage is occurring I he righl 10 conlinue 10 maintain I he lease by paying tloc shul-in oi l or gas royally shall cease, bul tloe lease shall remain effcaive for tloe 
rem:Jinder oflhe year for which lhe royally has been paid. The Lessee may mainllin !he lease for four more successive years by Lessee paying compensa1ory royally al 
tloe royalry ra1e provided in tloe lease o f !he marker value o f produelion from I he well causing !he drainage or which is complded in tloe same producing resen'Oor and 
"'i tloin one tloousand ( 1,000) feel oflheleased premises. The compcnsuory royally is to be paid monlhly. onc-half ( l/2) 10 !he Commissioner oflhe Genenol Land 
Office ond one-half( l /2) 10 the owner of the soil, beginning o n or before the lui day oflhe monlh fo llo wing the month in which !he oil or gas is produced from !he wdl 
causing tloe d rainage or thai is complelcd in tloe same producing reservoir and localed within one lhousand (1,000) feel of the leasod premises. If !he eo mpcnsalory 
royally paid in any 12-montlo period is in an a moun! less !han !he &Mual shul-in oil or gas royally, Lessee shall pay an amoun1 equol10 !he difference wilh on lhirry (30) 
days from lhe end o f tloe 12-month period. Compensalory royally paymeniS which are nOitimely paid will accrue penally and inlercst in accordance with Pongraph 9 of 
tlois lease. None of1hese provisions will relieve Lessee oflhc obligalion of reasonable development nor abc obligal ion 10 drill offset wells IS provided in Texas Natural 
Resources Code S2.173; however, allhe delcrminalio n o ftloe Commissioner, and wilh I he Commissioner's wrinen approval, I he paymenl ofcompensa1ory royahics can 
saris~}- tloe obligalion 10 drill ofTscl wells. 

16. RET AfNED ACREAGE. Nolwilhstanding any provision of this lease 10 the conltary, after a well producing or capable of producing oil or gas has 
been complc:led o n lhe leased premises, Lessee shall exercise I he di ligence of a reasonably pruden! openolor in drilling such addilional well or wells as may be 
reasonably necessary for lhe proper developmcnl oflbe leased premises and in marketing !he produc1ion !hereon. 

(A) VERTICAL- In the event th is lease is in force and elfecltwo (2) years after the expiral ion dale oflhe primary or extended 1erm it shalllhcn 1ermina1e 
as to all of lhe leased premises, EXCEPT (I) 40 acres surrounding each oil wdl capable o f producing in paying quanlities and 320 acres surrounding each gas well 
capable o f producing in paying quonlilies (including a shul-in oil or gas well as provided in Pongraph 14 hereof), or a wdl upon "'ioich Lessee is tlocn engoged in 
continuous drilling or rework ing opcra1ions, or (2) tloe number of acres included in a producing pooled unil pursuonl 10 Texas Natural Resources Code S2.1 S 1-S2.1 S3. 
or (3) such grea1er or lesser number ofacres IS may lhcn be allocated for production purposes to a proration unil for each such produc ing well under tloe rules and 
regulations of the Railroad Commission o f Texas, or any successor agcnqo, or olher govcrnmcnlllautloority having jurisdiction. I hi ony time after !he elfcaive dale o f 
the partial termination provisions herco( tloe appl icable focld rules arc changed or the wdl or wells localed thereon arc reclassified so !hal less aacoge is thereafter 
allocaled 10 said well or wells for production purposes, th is lease shall thereupon 1ermina1e as to all acreage nO! !hereafter allocaled 10 said well o r wells for production 
purposes. Notwilhstanding lhc lerminalion of this lease as loa portion oflhe lands covered hereby, Lessee shall nevertlocless continue to have tloe right o f ingress 10 and 
egress from !he lands Sl ill subjcct lo this lease for a ll purposes described in Paragraph I hcrco( together with casemeniS ond righls-of-way for existing roads, cxiSiing 
pipel ines and o tloer existing lilcilitics on, over and across all lhe lands described in Paragraph I hercof("the retained lands"), for access 10 and from lhe rcllined lands 
and fo r the galhering or transportalion of oi l, gas and other minerals produced from lhe rel.ll ined lands. 

(B) HORIZONTAL. In tloe even! tlois lease is in force and effect two (2) years after !he cxpiral ion dale oftbe primary or extended term il shall limber 
terminale as lo all depths bdow 100 feet below !he 10111 depllo drilled (bereinafter "deeper deplhsj in each wdlloealed onaerc:age retained in Pongraph 16 (A) above, 
unless on or before two (2) years after the primary or cxteodcd lerm Lc:sscc pays an amounl cquol to onc-hal f(l/2) of the bonus originally paid IS considenuion for this 
lease (as specified on page I hereof). If such amounl is paid, !his lease shall be in force and effect as 10 such deeper deplhs, and said termination shall be delayed for an 
additional period oflwo (2) years and so long !hereafter as oil or gas is produced in paying quontil ies from such deeper deplhs covered by this lease. 

(C) IDENTIFICATIO N AND FILING. The surfitccacreage rellincd hereunder as 10 each well shall, as nearly as proctical, be in !he form of a squan: with 
lhe we ll localed in !he cenlcr thereof, o r such Olhcr shape as may be approved by 1he Commissioner o f the General Lond Office. Wi1hin thirry (30) days after parrial 
termination ofthis lease IS provided hcrein, Lessee shall exeane and record a release or releases conllining a salislioc:lory legal dcsetip1ion oftloe aaeage a nd/or depths 
not re!aincd hereunder. The recorded release, or a certified copy of same; shall be 61ed in the Ga:>eral Lond Office, accompanied by the filing fcc pncscribed by !he 
General Land Office rules in effect o n !he dale the release is filod. If Lessee fioils or refuses to execute and record such rdcase or releases within ninety (90) days after 
being requesled 10 do so by the Genera l Land Office, !hen lhc Commissioner 11 h is sole diserel ion may dcsignalc by wrinen instrumcn11he acreage and/or deprhs 10 be 
released hereunder and record such instrumenl al Lessee's expense in the counly or counlies where !he lease is localed and in !he o ffic ial records o f the General Land 
Office and such designalion sha ll be binding upon Lessee for all purposes. 

17. O FFSET WELLS. Neither !he bonus, delay rcnmls, nor royall ies paid, or 10 be paid, under !his lease shall rel ieve Lessee of his obligalion to prOiccl 
the oil ond gas under the above.<Jescribed lond from being drainod. Lessee, sublessee, receiver or 01her agent in control o f the leased premises shall drill as mony wdls 
IS the facts may justify and shal l usc a ppropriale means and drill to a depllo ncccssary to prcveol undue drainage of on and gas from tloe leased premises, In addition, if 
oil a nd/or gas should be produced in commercial quonlilics wilhin I ,000 feet of the leased premises, or in any case where the leased premises is being drained by 
production o f oil or gas, !he lessee, sublessee, receiver or ocher agenl in coniJol oflhelea.wd premises shall in good fioith begin tloe drilling of a wdl or wells upon the 
leasod premises wilhin 100 days after lhe draining wdl or wells or lhc well or wdls compleled wilhin 1,000 feel o f lhe lcased premises stan producing in commercial 
quanlilics and shall prosccule such drilling witlo diligence. Failure 10 sa1isl}- the Sllrutory offset obligalion may subjca this lease and lhe owner o f t1oc soil's agency 
righiS lo forfcilu rc. Only upon !he delcrminalion of the Commissioner of I he General Lond Office and wilh his "Tillen appro val may the paymenl of compensalory 
royalry under applicable: statu lory paramclers satisfy the obligalion lo drill an ofTsct well or well.s required under chis paragraph. 

18. FORCE MNEURE. If, after a good lioilh elTon, Lessee is prcven1ed from complying with any express or implied covenan1 of tlois lease, from 
conducling dri ll ing operations on the leased premises, or from producing oil or gas from I he leased premises by reason of war, rebellion, rioiS, Slril:cs, ac:ls of God, or 
any valid order, rule or regulalion of govemmcnl autlooriry, then while so pn:venled, Lessee·'s obligalion 10 comply with such covcnanl shall be suspended and Lessee 
shall nol be l iable for damages for failure 10 comply wilh such covenanls; additionally, !his lease shall be ex1cnded while Lessee is prevenled, by any such cause, from 
conducling drilling and reworking opcra1ions or from producing oil or gas from !he leased premises. However, nothing in th is pangraph shall suspend the paymenl of 
de loy rentals in order to maintain chis lease in effect during chc primary term in the absence of such drilling or reworking opcrarions or producsion of oil or gas. 
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19. WARRANTY CLAUSE. The o"ncr oflhc sool wamonts and •&rces oo defend udc oo lhc leased premoses.lfohe o"ncr or lhe sool dcfilulos on poymcnos 
owed on lhc leased premises, lhen Lc:sscc may redeem lhc ri&hls o flhc owner of lhc soil on ohe leased premises by poyin& any monpgc, wccs or Olhcr hens on ohe 
leased premises. If Lessee makes payments on behalf ofohc owner oflhc sool under lhis poraJTiph, Lessee may recover ohe coso oflhcsc paymcnos from lhc renoal and 
royallies clue lhe owner oflhc soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lfohc owner ofohe sool owns less lhan lhc colore undivided surfaec csuoe on ohc above dcscnbcd 
land, whether or nOI Lessee's inrcrest is specified herein, then I he royalties and reooal herein provided to be paid 10 the owner of I he soil shall be paid 10 him in tloc 
proponion which his inlcrcst bears 10 ohe entire undividod surlilec cstalc and I he royaloies and rcnoal herein provided to be paid 10 the Commissioner of ohc Gencnol 
Land Office of the Soate of Texas shall be likewise proponionaoely reducod. However, before Lessee adjusts lhc royally or rcnoal due 10 the Conomossooner or ohc 
General Land Office, Lessee or his authorized rcprcscnoaoivc musl submil 10 the Commissioner of the General Land Office a wrinen stalemenl whoch explains I he 
disercpon<:y between lhc inlercst purponedly leased under this lease and I he ou:rual inlcrcst owned by the owner of lhc soil. The Comnussooncr of I he General Land 
Office shall be paid rhe value orthc whole producrioo allocable 10 any undivided inoereso noo covered by a lc:asc,less ohe propo<1ionaoc dcvdopmcnl and producoion coso 
allocable 10 such undivided in1crcs1. However, in no cveno shallohc Commissioner oflhc General Land Office receive u a royally on ohc gross producooon allocable 10 
the undivoded lnoercst noll eased an amouno less ohan o.he value of onc-soxoccnth ( 1116) of such JTOSS production. 

(B) REDUCTION OF PAYMENTS. I( durin& lhc primary lcrm, a po<loon of !he land covered by !his lease: IS todudcd wolhoo lhc boundaries of a 
pooled uoil thai has been approved by !be Scloool Land B<ltid and the owner of the sool on aca>rcbocc: wooh Natural Resources Code Seeuons ~2 I~ 1·~2 I S4, of i( 11 any 
lime after ohc cxpinuion of the primary ram"' lhc cxrendcd lc:rm, ohOJiease covers a lcsSCJ' number ofaaes ohan lhc rooal a.-no dcsarbcd hereon, poymcniJ lhal arc 
mode on a per acre basis hereunder shall be reduced ou:eordinc 10 !he number of acres pooled, rdcascd, surrendered,"' ooherwise sa-cred, so 1ha1 poymcnts dcrcrmoned 
on a per acre blsis under the lcrms of !his lease during the primary term shall be calculated blscd upon the number oftctes outside: the houndoroes of a pooled uno~"'· 
if after obe expiration of the primary term, tbe number of acres actually rellined and covered by tboslease. 

21 . USE OF WATER. Lessee shall h3vc the ri&bl 10 usc waocr produced oo said land oec:cssary for opcratiollS under tlus lease exeepo Wiler from "ells or 
oanks of I he owner of lhe soil; provided, howeva, Lessee shall 001 use pouoble w.oc:r or waoer suiuobk lOr livesooek or ornpuon purposes lOr walcrflood opcrauons 
wilhoullhe prior consenl of the owner oftbc soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the sool for damages caused by oos opcraooons 10 all personal properly, omprovcmcnos, 
livestock and crops on said land. 

23. PIPELINE DEPTH. When rcquesoed by the owner of1he soil, Lessee shall bury i1s pipelines below plow dcplh. 

24. WELL LOCATION LIMIT. No well shall be dnllcd nearer lhan IWO hundred (200) fceo to any house or bam now on saod prcrnoscs wtdlOUilhe "TIIIcn 
conscn1 of !he owner oflbe soil. 

2~. POLLUTION. In developing this area, Lessee shall usc ohe highest dcwee of care and all proper safeguards co prcvenl polluooon WtChoullimiling lhc 
foregoing. pollution of coastal wetlands. natural waterways, rivers and impounded water shall be prevented by the usc of c:onLiinmcnt facilities sufficient to, prevent 
spillage, seepage or ground w.~ler conoamina1ion. In the event of polluooon, Lessee shall use all means al its disposallo recapoure all escaped hydrocarbons or Olhcr 
polluoanl and sh311 be responsible for all damage 10 public and privacc properties. Lessee shall build and mainoain fences around hs slush, sump, and draonage pits and 
oanlc bancries sou 10 prOICCIIivestock apinst loss, damage or injury; and upon compl«ion or abandonmcnl of any well or "ells, Lessee shall fill and le•el all slush 
pits aod cellars and compleldy clean up !he drilling silt of all rubbisllllocrcon. Lessee shall, while eooductiog opcralions oo I he leased premoses, keep 51id p<ernoscs free 
ofall rubbi51l , cans, bOioles, paper cups or prbagc, and upoo complclion ofopcracions shall res1orc 1he sw-lioee of the land 10 u near ios original cond•ooon and con1ours 
u is praaicablc. Tanks and cquiprncnl will be kcpo painled and prescnoablc. 

26. REMOVAL OF EQUIPMENT. Subjee110 limioalions on lhos parapph, Lessee shall have the n&bllo remove machinery and fixtures pbccd by Lessee 
on !be leased premises, including tbe righl 10 draw and remove easios. wilhin one hundred owcnoy ( 120) days after lbc expira1ion or !be lc:rnunation of this leue unless 
the owner or the soil grants Lessee an extension of this 12<klay period. However, Lessee may not remove casing from any "'dl capable of producing ool and ps on 
paying quantilies. Additionally, Lessee may oOI draw and remove casing until after 1hiny (30) days wrinco notice to 1he Commissiooc:r or 1he General Land Office and 
10 lhe o"nc:r of !he soil. The owner ofohe soil shall become lhc o"nc:r of any machinery, fixoures, or easina which are 0011imdy removed by Lessee under 1he oerms of 
Ibis pongraph, 

27. (A) ASSIGNMENTS. Under lhc condi1ions conoained in lhis paraJTiph and ParaJTiph 29 of this lease, the nghts and estales of either pony 10 lhos 
lease may be assigned, in whole or in pa~ and lhe p<ovisions oflhis lease shall exocnd 10 and be binding upon I heir heirs, devisees, lcpl reprcscnoaooves, successors and 
usigns. However, a change or division in ownership of the land, rcnoals, "' royallies will o01 enlarge the obliptions of Lc:sscc, dimonish ohc righos, privolcgcs and 
csoates of Lessee, impair lhe cfTCCiiveness of any paymenl made by Lessee or impair lhe cfTCCiivcness ofany aco perfO<mcd by Lessee. And no change or division in 
ownership oflhe land, rentals, or royallics shall bind Lessee for any purpose until1hirty (30) days after 1hc owner oflhc soil (or his heirs, dcvosces, lcpl rep<esenoativcs 
or assigns) furnishes lhe Lessee wilh satisfacrory wriuen cvidcocc: of the ehanae in ownership, including lhe origioal recorded muoimeoiS oflolle (of a cenofood copy of 
such original) when !he ownership changed because of a conveyance. A 10101 or partial assignmcn1 of1his lease s.loall, 10 the cx1en1 oflhe iolereso assigned, rdocve and 
discharge Lcsscc of al l subS~Cqucnl obliptioos under this lease. If this lease is assigned io its cn1ircry as 10 ooly pan of the acreage, 1he ri&bl and opoion co pay rcnoals 
shall be appo<lioned as bclwcen the several o"nc:rs raoably, according to the area of each, and failure by ooe or more of them 10 pay his share of the rcnoal shall no1 
afTCCI this lease on the pan oflhc land upon which pro rauo rcnoals arc limdy paid or tendered; however, if the assignor or assignee does n01 file a cenrfocd copy of such 
assignmenl in chc General Land Office before lhc oeXI renoal payin& dale, the entire lease shall 1crminate for failure 10 pay the cncire rcnuol due under ParaJTiph 3. 
Every assignee shall suec:eed 10 all rights aod be subjCCIIO all obliptions, liabililies, and penalties owed 10 the Suooe by 1he original lessee 0< any prior assignee of1he 
lease, including any liabilities to tbc Soa1e for unpaid royalties. 

(B) ASSIGNMENT UMITATION. Noowilhsuoodroa any provosoon oo ParaJTOpb 27(a), of !he owner oflbe sool acquores obos lease on "hole or oo pod 
by assigomenl withoul tbe priO< writteo approval of !be Commissioner of !he Gcncral Land Office, !his lease is void u of lhc lime of usignmcnl and tbc agen<:y power 
of !he owner may be fO<feioed by the Commissiooc:r. An assignmeno will be IJalled u if it ""rc made 10 tbe owner of the soil iftbc assi&occ is· 

• •• • • • • • • • • • •• • • • . 

(I) a nominee of the owner of the soil; 
(2) a corporal ion or subsidiary in which tbe owner of the soilos a principal s1oekholder or IS an employee of such a corpora1oon or subsodiary; 
(3) a pannersbip in wbieh lhe owner ofohe soil isa pannc:r or is an employee of such a pannc:rship; 
(4) a principal stockholder or employee of1he corporotion "'hich is the owner oflhc soil, 
(~) a panna or employee in a pannersllip which is the o"nc:r oflhe soil; 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor. administrator, receiver. or conservator·for the 
o"ner of the soil: or 

(7) a family member of the owner of the soil or related 10 the o""er oft he soil by marriage. blood, or adoption. 
28. RELEASES. Under the conditions eontained in this panograpb and f'angraph 29, Lessee may at any time execute and ddivcr 10 the owner oflhe soil 

and place of record a release or rdcasc:s covering any portion or portions of the leased premises, and thereby surrender this lease IS to such portion or portions, and be 
relieved of all subsequent obligations as to acreage surrendered. I r any part of this lease is properly surrendered, the dday rental due under this lease shall be reduced by 
the proportion lhal the surrendered acreage bears 10 the acreage which was covered by this lease immedialdy prior IO such surrender. however, such release will n04 
relieve Lessee of any liabilities which may have acaued under this lease prior to the surTender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any pan of this lease is assigned or released, such assignment or rdease must be recorded 
in the county where the land is situated, and the recorded instrument or a copy of the recorded inSirumcnl certified by the County Cieri< of the county in which the 
insrrumenl is recorded, muSt be filed in the General Land Office within 90 days of the last execution date accompanied by lhe prescribed filing fee. If any such 
assignment is nol so filed, the rights acquired under this lease shall be subject to forfeiture at the option of t he Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument including the 
S13lemenl of the true consideration 10 be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the 
developmcnc of oil and gas from the leased premises which a.rc nOf contained in this lease render this lease invalid. 

31. FIDUCIARY DlJfY. The owner of the soil owes the State a fiduciary duty and must fully disclose any fiiCIS affecting the State's interest in the leased 
premises. When the interesrs of the owner of the soil c::on Dict with those of the State. the owner of the soil is obligated to put the State's interests before his personul 
interesas. 

32. FORFEITURE. If Lessee shal l filii or refuse to make the payment of any sum within thirty daysaner it becomes due, or if Lessee or an aurhoriud 
agent should knowingly make any fillse return or false repon concerning production or drilling. or if Lessee shall filii or refuse Ia dri ll any offset well or wd ls in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail IO file reports in the manner 
required by law or fail to comply with ru les and regulations promulgated by the General Land Off~cc, the School Land Board, or I he R.ailrood Commission, or if Lessee 
should refuse the proper authority access 10 the records pertaining 10 operations, or if Lessee or an authoriud agent should knowingly fail or refuse to give correct 
information 10 the proper authority, or knowingly fail or refuse to furnish the General Land OffiCe a correct log ofany well, or if Lessee shall knowingly violate any of 
the material provisions of this lease., or ifthislcase is assigned and the assignment is not filed in the General Land Off ICC IS required by law, the righiS acquined under 
this lease shall be subject 10 forfeiture by the Commissioner, and he shall forfeit same " 1lcn sufficiently informed of the &CIS which autho.U.: a forfeiture, and wheo 
forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed IS waiving the automatic 
termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satis&etory evidence to the Commissioner of the General Land Off ICC of future compliance with the provisions of 
the law and ofthis lease and the ru les and regulations thai may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the Stale shall have a fl<st lien upon all oil and gas produced from the area covered 
by this lc:ase to secure payment of aU unpaid royally and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
Stale, in addition 10 the lien provided by Texas Natural Resources Code 52.136 and any 04her applicable SIIIUiory lien, an exp<ess controctuallien on and security 
interest in all lea.sod minerals in and extracted from the leased premises, all proeeeds which may accrue 10 Lessee from the sale of such leased minenls, whether such 
proceeds arc held by Lessee or by a third pony, and all fixtures on and improvements to the leased premises used in connection with the production or processing or 
such leased minerals in order lo secure the payment of all royalties or 04her amounts due or 10 become due under this lease and 10 secure payment of any damages or 
loss thai Lessor may suffer by reason of Lessees b<each of any covenant or condition of this lease., whether express or implied. This lien and security interest may be 
foreclosed with or without coun proceedings in the manner provided in lhe Title I, Chapter 9 of l.he Texas Business and Commerce Code. Lessee agrees thai the 
Commissioner may require Lessee to execute and record such instruments IS may be reasonably necessary 10 acl<nowledge, anach or perfect this lien. Lessee hereby 
represents lhalthere are no prior or superior liens arising from and rdaling 10 Lessee's activities upon the above-described property or from Lessee's acquisition oflhis 
lease. Should the Commissioner at any time determine that this represeniBiion is n04 true, then I he Commissioner may declan: this lease forfeited as provided herein. 

34. POOLING. Lessee is hereby granted lhe right lo pool or uniti:a: the royalty interest of the owner ofthe soil under this lease with any 04her leasehold 
or mineral in terest for the exploration, development and production of oil or gas or either of them upon the same terms as sha.ll be approved by the School Land Board 
and the Commissioner of the General Land Office for the pooling or unitizing ofthe interest of the Stale under this lease pursuant to Texas Natural Resources Code 
52.1 S 1-52.153. The owner of the soil agrees thai the indus ion ofthis provision in this lease satisf1CS the execution requirements Silled in Texas Natural Resources Code 
52..152. 

35. INDEMNITY. Lessee hereby releases and discharges the Stale or Texas aEd the owner of the soil, their offocers, employees, partners, agents, 
contractors. subconiJ'actors, guests, invitees, and their respective successors and assigns, of and from all and any acrion.s and causes of action of every nature, or o4hcr 
haffil, including environmental harm, for which recovery of damages is sough~ including, but not limited to, all losses and expenses which arc caused by the activities 
or Lessee, its offi cers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or thai 
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreemen~ or by any 04hu negligent or strictly liable act or emission of 
Lessee. Funhcr, Lessee hereby agrees 10 be liable for, exonenlle, indemnity, defend and hold harmless the State of Texas and the owner of the soil, their officers, 
employees and agents, their successors or assigns. against any a nd aJI claims.. l iabilicies, losses, damages, actions, personal injury ( including death), costs and expenses. 
or other harm for which recovery of damages is sought under any theory including tort, contntct, or strict liability, including anorneys' fees and 04her legal expenses, 
including those rchucd to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those 
arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from Lessee's use of the surface of the 
leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions ofthis Agreement or any otha acl or omission of 
Lessee, its directors, officers, employees, partners, agents, controctors, subeontroclors, gueSIS, invitees. and their respccrive successors and assigns. Each assignee of this 
Agrecmen~ or an interest therein. agrees 10 be liable for. exonerate, indemnity, defend and hold harmless the SIBle of Texas and the owner of the soil, their officers, 
employees. and agents in lhe same manner provided above in eonneerion with the activities of Lessee, its offocers, employees. and agents IS described above. EXCEPT 
AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF Til E INDEMNITY OBLIGATIONS AND\OR LIABILmES ASSUMED UNDER Til E 
T ERMS O F TillS AGREEMENT SHALL liE WITitOIIT LIMITS AND WITilOIIT REGARD TO Til E CAUSE OR CAUSES TIIEREOF (EXCLUDING 
PRE-EXISTING CONOm ONS), STRICT LIABILITY, OR TilE NEGLIGENCE OF ANY PARTY OR PART IES (INCLUDING THE NEGLIGENCE OF 
TilE INOEMNm ED PARTY), WII ETilER SUCH NEGLIGE CE BE SOLE, J OINT, CONCURRENT, ACTIVE, O R PASSIVE. 

• •• • • • • • • •• • • • -
••• • • • • • • 
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36. ENVIRONMENTAL HAZARDS. I...cssec shall usc the highest degree of care and reasonable safeguards 10 prc•cnl contamination or polluuon 
of any environmcmal medium, including soi~ surface waters, groundwater, sedirncnlS, and surface or subsurface Slfala, ambiem aor or any other 
covironmcmal medium in, on, or under, the leased pn:mises, by any waste, pollutant, or comaminanl. Lessee shall not bring or pcrmil lO n:main on the leased 
premises any asbestos containing materials, explosives, toxic !WUcrials, or substances regulllled as ha>ardous wastes, hazardous IWllcrials, ha>ardous 
substances (as the term "Hawdous Substance" is dcfwed in the Compn:bensivc Environmental Response, Compensation and LIAbility Act (CERCLA), 42 
U.S. C. Sections 9601, ct seq.), or toxic substances under any li:dcra.I, SUite, or local law or n:gulation ("H~W~<dous Materials"), except ordinary productS 
commonly used in connection with oi.I and gas exploration and development operations and stored in the usual manner and quanuues. LESSEE'S 
VIOLATION OF THE FOREGOING PROWBITION SUALL CONSTITUTE A MATERIAL BREAC II AND DEFA ULT IIEREUNDER AND 
LESSEE SFIALL INDEMNIFY, DOLO HARMLESS AND DEFEND Til E STATE OF TEXAS AND TilE OWNER OF TilE SOIL f'KOM AND 
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (LNCLUDLNG REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT 0~' (I) A VIOLATION OF TUE FOREGOING PROliiBITION OR (II) TUE 
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEA ED PR.EM I ES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SIIALL CLEAN UP, REMOVE, REMEDY AND REPAIR 
ANY SOIL OR GROUND WATER CONTAMI.NATION AND DAMAGE CAUSED BY TilE PRESENCE OR RELEASE OF ANY IIA1.ARDOUS 
MATERIALS IN, ON, UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF TilE LEASED PREMISES IN 
CONFORMANCE WITU T UE REQUIREMENTS OF APPLICABLE LAW. TWS INDEMNIFICATION AND ASSUMPTION SIIALL APPLY, 
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN P URSUANT TO CERCLA O R ANY OTU£R 
ENVlRONliiENTAL LAW OR REG ULATION. LESSEE SUALL IMMEDIATELY G IVE TilE STATE OF TEXAS ANDTUE OW ER OF TilE 
SOIL WRITTEN NOTICE OF ANY BREACU OR SUSPECTED BREACJI OF TillS PARAGRAPH, UPON LEARN I G OF THE PRESENCE 
OF ANY IIAZARDOUS MATERIALs, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO 
UA1.AROOUS MATERIALS WUICU MAY AFFECT TilE LEASED PREMISES. TUE OBLIGATIONS OF LESSEE HEREUNDER SIIALL 
SURVIVE TI:IE EXPIRAT ION OR EARLI ER TERMINATION, FOR ANY REASON, OFTUIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under lhc provisions ofTcxas NatW31 Resources Code S2.171lhrougb S2.190, commonly lcn0"-11 as 
the Relinquishment Act, and other applicable statutes and amcndmenu thereto, and if any provision in thiS lease docs 001 conform to these Statutes, the 
statutes will pn:vail over any nonconForming lease provisions. 

38. EXECLITION. This oil and gas lease must be signed and aclcnowledged by the Lessee before it is med of record ll1 the county records and in 
the General Land Office of the State of Texas. Once the ming rcquiremcnlS found in Paragraph 39 of this lease have been satisfied, the effective date of this 
lease shall be the date Found on Page I. 

39. LEASE FILING. Pwsuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
Cowuy Clerk in any county in which all or any part oflhe leased premises is located, and certified copies thercofmust be filed in the Gcnerol Land Office. 
This lease is not effective until a certified copy of this lease (which is made and certifJCd by the County Cieri< from his records) is filed in the Generttl Land Of 
lice in accordance with Texas NatW31 Resources Code 52. 183. Additionally, this lease shall not be binding upon lhc Swc unless it recites the aCiual and true 

consideration paid or promised for execution of this lease. The bonus due the Swc and lhc prescribed filing fcc shall accompany such certified copy to the 
General Land Office. 

40. Rentals in the lll1lount of S26.66 for years two and three of lhtS lease have been prepaid. One half (liz) of lhtS amount has been paid 10 the 
Lessor and one half(\1,) has been paid to the State ofTexas. Rental for the fourth year in lhe amount ofSl,679.9J has not been paid and if the fourth year 
rmml is not paid then this lease will expire. One half (liz) of lhe Fourth year rental will be paid to the Lessor and one half (II,) will be paid to lhe State of 
Texas. Rcnta.l For the fillb year is included in the founh year rmml and iflhc Fourth year rmml is paid then no additional rentals arc due under this lease 

BY: William A. Chalfant 

TITLE: President 

DATE:4·._.c~p..t6...__._ ___ _ 

ST7rd2 (fNJv ~ 
BY: Moatic Fna.k klloa., dulia.{illbiSSOIOalld 

scpante property 

TITI.E: Individually and as agent for the State ofTcxas 

Date:.~/,_· -"--o-~{..__-'0=-....S~-.--: _ _ _ 

STATE OF TEXAS 

o( { 1 , J ... \j~" 
TITLE: Individually and as agent for the State of Texas 

Date: I 0 - ;[ Os-

~ ~@·~·~ LINDA A. BELLER 
~ , ~ .,f>.; , Notary Public 
h "(' . .\!~ STATE OF TEXAS 
~ '-.:I~ My Ccmm. Exp 09/2moo8 
.. R.-..-~!<>. ~'-JO.•s;:;:;;:;;wx;~""--"""'"""'"""ll 

~39 
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STATE OF 

COUNTY OF E I /, r 

( INDIV IDUAL 
ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared Montie Fn1nk Kelton, dealing in his sole and 
sepan11e property, known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged 
to me thm they executed the same for the purposes and consideration therein expressed. 

•• • • •• • ••• 

Given ~mder my hand and seal of office this the __:L_ day of (C) t. t 10bs., r , 2005. 

• 

LINDA A. BELLER 
Notary Public 

STATE OF TEXAS 
My Comm. Exp 0912212008 

••• ••• • • • • • • • • • • • • 

NOial)' Public in and for E 1[1' 'J C.. OU. t""\1 ' / 

My Commission expires: q. 9},.;?. Q g 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

Before me, the undersigned authority, on this day personally appeared W illiam A. Chalfant, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President of 
Chalfant 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 

Given under my hand and sea l of office this the 
Qc :rO C£ C2 • 2005. 

® MASHALA K. CROSS 
Notaty Public, Stale of Texas 

My Comm•s11on Expltes 
7·16·2006 

Notary Public in and for the State of Texas 

day of 
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FILE#5253 

General l.llnd Offict 
Rchnquoshment Act Ltase Fonn 
Revoscd. September 1997 

OIL AND GAS LEASE 

TillS AGREEMEI'IT os madt and entered into thos list day of S<pttmbor, lOOS, ~'ttn the Statt ofTtxas. actong by and through ots Ggtnt. 

IUotherint JaneU Kthon, duling in her sole ond scparatt property, care of 90S Gory Strut, 1\foaa b.aDJ, TX 79756 said agent htrtin rtftrrtd to as the 

owner oftht soil (whether one or more), and CHALFAI'IT PROPERTIES, INC., of PO BOX 3123. Midland. Texas 79702 hereinafter ealled Lessee 

1 GRAI'ITING CLAUSE. For and in consideration of tht amounts stattd below and of the covtnants and agrcerntnts to be paod. kept and 

pcrfonned by Lessee under this lease. the State ofTexas. acting by and through the owner of the soil, hereby grants, leases and lets unto Lesstt. for tht sole 
and only purpost of prospecting and drill ing for and producong oil and gas, layong pipe lines, building tanks. storing oil and buoldmg pown- stations. 
tt lcphone lines and othtr structures thorcon, to produce, save, take cart of. treat and transport uid productS of the lo:ase. tht following lands suuattd in 

REEVES County, Stott ofTtxas. to-wit; 

E/4 of ect;on 2, Block 54, TownJhip S, T&P RR Co urvey 

contammg 160.0 acres, mort or lesJ. Tht bonUJ consideratoon paid for thos ltastos as follows 

To the Start ofTtxaS: Four ThO!Isand Twenrv.Six and 711!00 
Dollars <S 4 026 71) 

To tht owner ofthtSoil: Four Thousand Twenty-Six pnd 711100 
Dollars (S 4 026 71) 

Total bonus consideration: Eight Thousand fj!ly Thrte and 43/100 
Dollars <S 8,053.43) 

The 101al bonUJ consideration paid reprtSents a bonw of Thret Hundred I•11 Dollars (SJOl.OO) per acre, on 26.667 net acn:s 

2 TERM. Subject to the othtr provisions in thos least, this ltasc shall be for a tenn of~ yean from this date (herein called "primary 
tennj and as long thereaner as oil and gas, or either ofthtm. is produced in paying quantities ' from said land. 

A5 used in th is lease. the tum "produced in paying quantities" means that the rteeipts li'om the sale or other authorized commercial UJC of the substancc(s) 
covered exceed out of pocket operational txptnses for the six months last past 

3. DELAY REI'ITALS. If no well be commenced on the leased premises on or before one (I) year li'om this date, this lease shalltenninate, 
unless on or before such anniversary date Lessee shall pay or tender to the owntr of the soil or to his credit in 

the '' TillS IS A PAID-UP LEASE· SEE PARAGRAPH 40 •• Bank. at~ or its successors (which shall continue as the depository ugardless of 

changes in I he owntrShip of said land). the amount specified below; in addmon, LesJee shall pay or tender to the COMMISSIONER Of TilE GENERAL 
LAND OFFICE Of THE STATE OF TEXAS. AT AUSTIN, TEXAS, a like sum on or before sa1d dale. Payments under this paragraph shall operat• as a 

rental and shall cover the privilege of deferring the commencement of a well for one (I) year !Tom said date. Payments under this paragraph shall be in the 
following amounts· 

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

To the State of Texas: 

Dollars (S ----------- - -' 
Total Rental 

Dollars (S ----------- - -' 

In a like manner and upon hke payments or tenders annually. the commencement of a well may be fun her deforred 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 or 

this lease, and may be delivered on or before the rental paying dare. If the bank designated in this paragraph (or its suecessor 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 on default for 
failure 10 make such payments or tenders of rental until thiny (30) days after the 0\\11er of the so1l shall deliver 10 LesJet a proper recordable onstrument 
nammg another bank as agent to rcceh..: such paymtnts or tenders 

•• • • • •• • • ••• 
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to ~ patd one-half (l/2) of the royalty 
provided for in th is lease to the Commissioner of the General Land Office of the State of Texas, at Austin ' Texas, and one-half ( 112) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defmed as including all hydrocarbons produced m a liquid form at the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separat~r or other equipmen~ as ~ereinafler provided, shall be 
! /5 th pan of the gross product ion or the market value thereor, at the opuon of the owner of the sotl or the CommtSstoner of the 
General Land Office, such value to~ determined by 1 ) the highest posted price, plus premium, if any, offered or paid for oil, condCTISate, distillate, or other 
liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced 1111d when run, or 2) the highest ma.rkct pnce thereof offered or 
paid in the general area where produced and when run. or 3) the gross proceeds of the sale thercor. whichever is the greater. Lessee agrc.:s that before any gas 
produced from the leased premises is sold, used or processed in a plant, it will ~ run free of cost to the royohy owners through an adequate oil and gas 
separator of convent ional type, or other equipment at least as efficient, so that all liquid hydrocarbons recovcmble from the gas by such means •viii be 
recovered. Tite requirement that such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such terms a.rtd 
conditions as t hey presai~. 

(B) NON PROCESSED GAS. Royalty on any gas (ineludinjl flared gas), which is defmed as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in • plant for the extrocuon of 
gasoline, liquid hydrocarbons or other productS) shall be 1/5\h pan ofthe gross production or the market value thereor, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to~ based on the highest market price paid or offered for gas of 
comparnble quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that 
the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, w1d the Standard base 
temperature shall be sixty (60) degrees Fahrenheit, correction to ~made for pressure according to Boyle's Law, and for specific gravity according to tests 
made by the Balance Method or by the most approved method of tes ting ~ing used by the indus try at the time of tes ting. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be I pan of the residue gas and the liquid hydrocarbons extracted or !he market value thereor, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent ( 1000/e) ofthc toea! plant 
production of res idue gas attnbutable to gas produced from th is lease, and on fifty percent (50'%), or that percent accruing to Lessee, whichever is the greater, 
of the total plant production ofliquid hydrocarbons attributable to the gas produced from !his lease; provided that ifliquid hydrocarbons a.re recovered from 
gas processed in a plant in which Lessee (or its parco~ subsidiary or affiliate) owns an interes~ then the percentage applicable to liquid hydrocarbons shall be 
filly percent (50%) or the highest percent accrumg to a third pa.rty processing gas lhrough such plant under a processing agrcc"tllcnt negotiated at a.rm's length 
(or if there is no such third pa.rty. the highest percent then ~ing specified in processing agreements or contracts in the industry), whichever is the greater. The 
respective royalties on restdue gas and on hquid hydrocarbons shall ~determined by 1) the highest market price paid or offered for any gas (or liquid 
hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or o ffered for such res idue gas (or the weighted average gross selling price 
for the respective grades o f liquid hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable Wider thiS paragraph be less than 
the royalt ies which would have been due had the gas not~ processed. 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other productS produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas ~ "casinghead," "dry", or any other gas, by fractionating. burning or MY other processing shall ~ 1/Sth 
pa.rt of the gross production of such produCIS, or !he market value thereof, at the option of the owner of the soil or the Commissioner of the General Land 
Office, such market value to~ determined as follows: I) on the basis of the highest rnarlcct price of each product for !he san1e month in which such product is 
produced , or 2) on the basis of the a verage gross sale price of each product for the same month in which such productS arc produced, whichever is the greater. 

5. MINlMUM ROYALTY. During MY year after the expiration of the primary term of this lease, if !his lease is maintained by product iOn, thc 
royalties paid Wider this lease in no event shall~ less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and 
payable on or before the last day of the month succeeding the anoivcrsa.ry date of this lease a sum equal to the LOCal annual rental less the amOWit of royalties 
paid during the proocding year. If Paragraph 3 of this lease docs not specify a delay rental amount lh~-n for the purposes of th is paragraph, the delay rental 
amount shall ~ one dollar (S 1.00) per aae. 

6. ROYALTY IN KIND. Notwithstanding any other provision in th is lease, at any time or from time to time, the owner of the soil or thc 
Commiss ioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease ~ made in kind. Tile owner of the soil's or the Conunissioner o f the Gcneral Land 
Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's 
obligations, whether express or implied, under this lease. 

1. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease ~including those paid in kind) shall be witJ1ou1 deduct ton for the 
cost of producing. gathering. storing. separating. trcaring. dehydrating, compressing. proccssmg. transporting. and othcnvise makmg the oil. gas and other 
productS hereunder ready for sale or usc. Lessee agrees to compute Md pay royalt ies on the gross value received, including any re imbursements for severance 
taxes and production re lated costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponionatc share of any fud 
used to process gas produced hereunder in any proocssing plMt. NotWithstanding any other provision of this lease, and subject to the wriucn consent of the 
owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into 
any oil or gas producing formation Wlderlying the leased premises afier the liquid hydrocarbons contained in the gas have~ removed; no royalties shall be 
payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty o"ncrs 10 a royalty under !his lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall~ 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 ~as provided in the rules set fonh in the TeXIIS Register. Ruks currently provide that 
royalty on oil is due and must be received in the General Land Office on or before the Slh day of the second month succeeding the month o f production, and 
royalty on gas is due and must~ received in the General Land Office on or be fore the !Sth day of the second month succecd10g the month of production. 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescnbed by the General Land OITtce and 
showing the gross arnoWit and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records 
or reportS con !inning the gross production, disposition 
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ond marl<et value including gas meter readings. pipeline receipts. gas line rece1p1s and ocher checks or memoranda ofamounl produced and pul inro p1pelines. links. or 
pools and gas lines or gas scorage. and any olller repons or records which rhc: General Land O ffiee may require 10 vc:ri(y lhe gross producrion. disposirion and marker 
volue. In all cases rhe aurhority of a manager or agenl 10 ad for I he Lessee herein muSI be filed in lhe General Land Office. Each royalty paymcnl shall be accompanied 
b) a check scub, schedule, summary or orher remittanee adviee showmg by llle assigned General Land O ffice lease number lhc aroounl of royally bemg paid on cach 
loose If Lessee pays his royal !)I on or before rhiny (30) doys after rhe royal !)I paymcnl was due, I hen Lcsscc owes a penal !)I or5% on llle roya l !)I or S25.00, whichever 
1S greorer. A royalty paymenl whieh is over rhiny (30) & ys lace shall accrue a penalty of 100.4 oflhe royall)l due or S2S.OO whichever 15 grearcr. In addilion 10 a penalty. 
ro)•alries sholl accrue inrcrcsr a1 a rare of 12% per year; such interest will begin accruing when the royally is s ixty (60) &ys overdue. Affidavils and suppon1ng 
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the date when the 
a fli&virs or supponmg doeumenrs were due. The Lessee shall bear all rcsponsibi lil)l for paying or causing royallies 10 be paid as prescribed by lhe due dale provided 
herein. l'lymenl ofllle delinquency penalty shall in no way opcrale ro prohibir llle S111e's righl of forfeiture as provided by law nor ac1 10 posrpone lllc & re on which 
roya llies were originally due. The above penalty provisions shall nol apply in cases of tide dispulc uta lllc Slllle's ponion oflhe royalty or 10 1ha1 por11on oflhe royalty 
in dispute IS 10 f"air market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fUrnish lhc Commissioner of1he General Land O ffice wnh ilS besl 
possible CSiimale o f oil and gas reserves underlying this lease or a llocable lo Ill is lease and shall fUrnish said Commissioner with copies of all conlracts under "hich gas 
is sold or processed and all subsequent agreements and omcndmenls 10 such contradS wilhin llliny (JO) doys after enrering inlo or rn:~k ing such contracts. agree men IS or 
amendmcnrs. Such contraCIS and agrecmeniS when received by lhe General La.nd O ffiee shall be held in confidence: by lllc General Land o rr ... unless Olherwisc 
authorized by Lcssc.c. All oltl cr contnC1s and records pertaining to I he production, transport3tion, sale and m.vkding of the oil and gas produced on said premises, 
including 1hc books and accounrs, rcccipr:s and discharges of all wells, lank s,. pools. meters. and pipelines shall at all limes be subject to inspection and examination by 
the Commissioner o f1he General Land Office. the Attorney Genera). 1he Governor, or the rcpresenl31 ive ofany of them. 

(B) PERMITS, DRILLING RECORDS. Wrincn nolicc of a ll operations on ch is lease shall be submined 10 !he Commissioner ofllle General Land 
O rl'lce by Lcssc:e or opcralor five (S) & ys before spud dale. worlcover, re<ntry, 1emporary abandonmenl or plug and abandonment of any well or wells. Such "riuen 
notice 10 lllc General Land O ffice shall include copies of Railroad Commission forms for opplicolion 10 drill. Copies of well lCSIS, completion reportS and plugging 

repons shall be supplied 10 I he General Land Office at the time they on: filed "'ilh I he Texas Railroad Commission. Allapplicuions, permits, rcporu or other filin gs lila I 
n:ferencc Ill is lease or any specific well on llle leased premises and !hal arc submined to lhe Texas Railroad Commission or any other govcrnmenlll agency shall 
include lhe word "Stare• in lhe tide. Addirionally, in occor&nce with RaOroad Commission rules. any signage on llle leased premises for llle purpose of idenli(ying 
wells, lank boneries or ocher associated improvemenrs ro lhe land musc a lso include llle word "Sill le." Lessee shall supply lhe General Land O ffice wilh any records. 
memoranda, accounls, reporiS, cunings and cores, or or her informal ion relalive to lllc opcralion of I he above~cscribed premises, which may be rcquesced by I he 
Gencr>l Land O ffice. in add ilion 10 lhosc herein expressly provided for. Lessee shall have an eleclfical and/or radioactivily survey made on lllc bore.Jlole sed ion, from 
lhe base of lhc surucc casing 10 the total depth of well, of a ll wells drilled on I he above described premises and sh:!ll transmil a true copy of I he log of each survey on 
each well IO llle General Land o rr ... wilhin fifteen ( IS) &ysaftcrthe making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever repons, documcniS or olller ma1erials are nor filed in lhe General Land Office when due. The 
penalty for laic filing shall be SCI by the General Land O flicc odminiSinlrivc rule which is effective on lhc dale wben lhc malcrials were due in I he General Land o m cc. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If , during lhc primary lerm hereof and prior 10 d iscovery and 
product ion of oil or gas on said land, Lessee should drill a dry hole or holes lllereon. or if during lhe primary lerm hereof and after the discovery and adual production 
of oil or gas from the leased premises such production lllereof should cease from any cause, ch is lease shall nol lerminale if on or before llle expiration of s ixty (60) days 
from dale of complerion of said dry hole or ecssalion of produclion Lessee commenecs addilional drilling or reworking operalions I hereon, or pays or lenders I he next 
annual delay rental in lhe same manner as provided in I his lease. I f. during llle lasl year of llle primary lcrm or willlin sixty (60) & ys prior lllereto. a dry hole be 
completed and abandoned, or I he production of oO or gas should cease for any eause, Lcssc:e's righrs shall remain in full force and effed witboutrunher operations unlil 
llle expinlion ofrhe primary 1crm; and if Lessee has not resumed produd ion in paying quanlities 11 lhc expiralion ofthe primary lcrm, Lessee may main11in lhis lease 

by eonducting addirional drilling or reworking opera l ions pursua.nl 10 !'Ira graph 13, us ing llle expirarion ofrhe primary l<rm as the &le of cesso1ion of production under 
l'lragraph 13. Should llle firS! well or any subsequent well drilled on I he above dcsen'bed land be completed as a shu l-in oil or gas wdl wilhin 1hc: pnmary 1crm herco( 
Lessee may resume payment oflhc annual rcnlal in ll1c same manner u provided herein on or before llle renlll paying dale following 1hc: cxpiralion of sixty (60) days 
!Tom I he date of completion of such shul·in oil or gas well and upon I he failure 10 make such paymcn~ this lease shall ipso facto lcrminale. If 11 I he expiralion of llle 
primary lerm or any time thereafter a shu l-in oil or gas well is located on rhe le~~.scd premises, payments may be made in accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, al lhc cxpiralion of lhe primary 1crm, neil her oil nor gas is bemg 
produced on said land, bur Lessee is lhen engaged in drilling o r reworking opcralions !hereon, lhis lease shall remain in force so long as operolions on said well or for 
drill ing or reworking of any addilional well are prosecured in good fa ilh and in workmanlike manner wilhOUl inlcrruptions totaling more 1han sixty (60) &ys during any 
one such operation. and if IIley rcsull in lhc produclion of oil and/or gas, so long thercafter u on and/or gas is produced in paying quan1ities from said land. or paymcnl 
o f shul-in oil or ga.s well royalties or compensatory royalties is made as provided in I his lease. 

13. CESSATION, DRILLING. AND REWORKING. If, after rhc expinlion ofllle primary term, production of oil or gas from !he leased premises. after 
once obtained. should cease from any cause. lhis lease shall nol lerminale if Lessee commcnecs addilional drilling or reworking operations wilhin sixty (60) & ys after 
such cessation, and this lease shall remain in full force and effect for so long as such opera lions continue in good faith and in workmanlike manner '>'ithout interruptions 
lOla ling more lhan sixty (60) days. If such drilling or reworlcing opera l ions result in I he product ion ofofl or gas, lhc lease shall remain in full foree and errcct fu< SO long 
as oil or gas is produced from the leased premises in paying quanriries or payn\Cnl or shuc-in oil or g.as we ll royalties or payment of oompc:nsatory royalties is 0\adc os 
provided herein or u provided by law. If llle drilling or reworking openll ions resull in lhe completion of a well as a dry hole. I he lease will noltcrminale if llle Lessee 
commences additional drilling or reworking opcnuions within sixty (60) days a ncr the complcl ion oflhe well as a dry hole, and this lease shall remain in cffccr so long 
as Lessee conlinues drilling or rework ing opcralions in good f1ilh and in 1 workmanlike manner wilhOUl inlerruptions 101aling more lllan sixty (60) days. Lessee shall 
give wrinen nolice 10 lllc General Land Orr.cc wilhin thiny (30) &ys of any cessation of producrion. 

14. SHlJT.fN ROYAL TIES. For purposes oflhis paragraph. "well" means any well lila I has been assigned a well number by I he stale agency having 
jurisdiclion over the production of o il and gas. I( alany time after lhe expira lion oflhc prirn:~ry lcnn of1leasc lbal unlil being shut in. qs being moinllincd in 
force and effect , 1 well capable of producing oil or gas in paying quanlities is located on llle leased premises, bul oil or gas is nor being produced for lack of 
suitable produc1ion facililies or lack o f a suitable market. then l essee may pey u a shul·in oil or gas royalty an amount cqual lo double 1he annual rental provided in 
lhc lease. bul nolless lhan Sl .200 a year for each well capable of producing oil or gas in paying quanlilies. If Paragraph 3 oflhis lease docs nol speeify a delay renla l 
amounl, lhen for lhc purposes o f1h is parngraph. lhc delay rental amounl shall be one dollar ($1.00) per acre. To be effedive. each in i1ial shul·in o il or gas royalty 
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must be paid on or before: (I ) the expinuion of the primary term, (2) 60 days after the lessee ceases to produce oil or gas from the leased prerruscs, or (l) 60 days afler 
lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latcst. Such payment shall be made onc·half ( l /2) to the 
Commissioner of the General land Office and onc-half(l /2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be consodcred to be a 
producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
folloWing the month in which production ceased, a.nd, after that , if no suitable production fllcilit ies or suitable m:uket 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 t.he expiration of each shut-in year. 

I 5. COMPENSATORY ROYAl TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas ro~oll) , ool or gas os sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the lco.sc.d prcrrUses and completed in lhc same producing reservoir, or in any case 
in which dntinagc 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 effect ive for the 
remainder of the ycor for which the royalty has been paid. The Lessee may maintain the lease for four more successive yean by Lessee paying compens:uory royally at 
the royalty rate provided in the lease of the market value of production from the well caus ing the dra inage or which is completed in the same producing reservotr and 
" itl1in one thousand (I ,000) feet of the leased premises. The compensatory royalty is 10 be paid monthly, onc-balf(l/2) to the Commissioner of the General Land 
Office and one·half( l/2) to the owna ofthc soil, beginning on Of before the last day of the month following the month in which the oil or gas is produced fiom the 10oell 
causing the drainage or that is completed in the same producing reservoir and located within ooc thoosand (1,000) feet of the leased premises. If the compensatory 
royalty paid in any 12-month period is in an amount less than the oMual shut·in oil Of gas royalty, lessee shall pay an a.mount cquolto the difference with>n thiny (30) 
days from the end of the 12-month period. Compensatory roya.lty payments which arc not timely paid will accrue penalty and intcrcst in accordance With PaBgraph 9 of 
l.hjs lease. None of these provisions will relieve Lessee of the obligation ofrea.son.able development nor the obligation to drill offset wells as provadc:d an Texas Natu~J 
Resources Code 52.173; however, at the determination of the Commissioner, and 10oi th the Commissioner's "'Tincn approval, the payment of compensatory royalt ies can 
satisfy the obligation to drill offSet wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing Of capable ofproducang oil or gas h&s 
been completed on the lc::1scd premises, Lessee shall exercise the diligence of o reasonably prudent operator in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the loosed premises and in maJkcting the production thereon. 

(A) VERTICAL-In the event this lease is in force ond effect two (2) years after the expiration date of the primary or extended term u shall then terrn10ate 
as to all o f the loosed 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 poying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessoc is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a produc ing pooled unit pursuant 10 Texas Natural Resources Code 52.1 Sl-52.1 S3, 
Of (3) such greater or lesser number of acres as may then be al located for production purposes 10 a prO<Otion unit for each such producing well under the rules and 
regulations of the Railroad Commission of Texas, or ooy sucocssor agency, Of other governmental authority having jurisdiction. I fat any time after the effective date of 
the pon ialtcrrnination provisions hcrco~ the applicable f~eld rules arc changed or the well or wells located thereon ore reclassified so that less acreage is !.hereafter 
allocated to said "'ell or wells for production purposes, this lease shall thereupon terminate u to &II acreage not thereafter allocated to said well or "'ells for production 
purl)Oscs. Notwithstanding the termination of this lease os to a portion of the lands covered hereby, lessee shall nevertheless continue to have the right of ingress to and 
egress from the l&ods still subject to this lease for all purl)OSCS described in Paragraph I hcrcor, together with casements and rights-of-way for existing roods, existing 
pipelines and other existing fllc ilities on, over and across all the lands described in Panograph I herco f("the retained lands"), for access to and from the reta ined lands 
and for the gathering or transportation of oil, gas and o ther minerals produced from the retained lands. 

(B) HORJZONT Al. In the event th is lease is in force aod effect two (2) YCIItS after the expiration date of the primary or extended term it shall fi.nhcr 
terminate as to all depths below 100 foct below the lotal depth drilled (hereinafter "dccpcr depths") in each well located on acreage retained in PaBgraph 16 (A) above, 
unless on or befrxc two (2) years after the primary or exteoded term Lc:ssoc poys an amount cquolto onc-half ( l /2) of the bonus rxiginally poid as consideration frx this 
lcose (as specified on page I hcrcof). lfsuch amount is paid, this lease shall be in fO<ce and effect as to such deeper depths, and said termination shall be deloyod for on 
additional period of two (2) ycars and so long thereafter as oil or gas is produocd in poyang quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square "''th 
the well located in the center therco~ or such other shape os may be opproved by the Commissioner of the Gcncrallond Office. Within th irty (30) days aft c:r pania l 
termination of this lease os provided herein, lessee shall execute and rceord a mcasc or releases containing a satislilctory legal description ofthc ""'cage and/rx depths 
not retained hereunder. The recorded n:lcasc, or a certified copy of same, shall be mod in the General land 0Ir1CC, accompanied by the filing fcc prcscnbcd by the 
GerK:rullond Office rules in effect on the date the rclcose is filed.lflcsscc mi ls or refuses to execute and record such release Of releases within n1ncty (90) days after 
being requested to do so by the General land Offi ce, then the Commissioner at his sole discretion may designate by wrincn instrument the acreage and/or dcprhs to be 
rciC3sed hereunder and record such instrumental Lessee's expense in the county or counties where the lease is located and in the ofl'ocial records or the General Land 
Office and such designation shall be binding upon Lessee for all purl)Oses, 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this loose shall relieve Lessee o(his obl igation to protect 
the oil and gas under the above-described land from being dr&incd. lcsscc, sublcsscc, roceiver Of other agent in control of the leased premises shall drill os many wells 
os the filets may justify and shall use appropriate means and drill to a depth occcssary to preveot undue drainage or oil ood gas fiom tbc leased premises, In addition. if 
oil and/or gas should be produced in commercial quantities within 1,000 fcct of the leased prcrniscs, Of in any case where the leased premises 15 beang drained by 
production of oil or gas, the Lessee, sublessee, receiver or other agent in conaol or the leased premises shall in good Iii ith begin the drill ing of a 10oell or "'ells upon the 
leased premises within 100 days after the dBining well or wells Of the well or wetls completed within 1,000 feet of the leased premises stan produc1ng on commercial 
quantities and shall prosecute such drilling witb diligence. Failure to satisfy the >tatutory ofTsct obligat ion may subjCCI this lease and the owner of the soli's agency 
rights to forfeiture. Only upon the determination of the Commissioner of the General land Office and with his wrinen approval may the payment of compensatory 
royalty under applicable statutory parameters satisfy the obligation to drill a n offset well or wells required under this paragraph. 

18. FORCE MNEURE. If, after a good Iilith effort., lessee is prevented from complying with any .. press or implied covenant of this lease, fiom 
conducting drilling operations on the leased premises, or fiom producing oil or gas from the leased premises by reason or war, rebellion. rio ts, strikes, acu or God, or 
any valid order, rule or regulation ofgovcrnmcntauthOfity, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and lessee 
sholl not be liable for damages for fililure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, from 
conducting drilling and reworking operations or from producing oil or gas fiom the leased premises. However, nothing in this paragraph shall suspend the poymcnt of 
delay rentals in order to maintain this lea.se in effect during the primory term in the absence of such drming or reworking operations or production of oil or gas. 
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19. WARRANTY CLAUSE. The owncr of the soil wamntS and agrees to defend tide to the leased premises.lfthe owner of the soil defaultS in paymentS 
owed on the le:ased prem1ses. then Lessee may redeem the rights of the owner of the soil in the leased premiSe$ by pay1n& any monsa&e. W<es or ochcr liens on the 
leased prcm1scs. If lessee makes payments on behalf of the Owntl' of the soil under th1s paragraph, Lest« may recover the ClOst of these payments &om the renllland 
royalues due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the sotl owns less than the entire undivided sur&ee esllte in the above described 
land. "hether or no< Lessee's interC51 is specified herein, then the royalties and rcnlll herein provided to be paid to the owna of the soil shall be paid to him in the 
proportion "hich his intcrC$1 bears to the entire undivided sur&ee CSIIIe ond the royolties llld renlll herein provided to be paid to the Commissioner of the Gcn<nl 
Land Office of the Sllte of Ten> shall be likewise proportionately reduced. However, befon: Lessee odjusts the royolty or rcnlll due to the Commissioner of the 
General Lind O ffice, Lessee or his authorized n:presenlltive must submit to the Commissioner of the Genenl Lind Office 1 wrilten Stltement which c.xploins the 
discrepancy belween the intcreS1 purponedly leased under this lease and the actual interC51 owned by the owner of the sot I. The Commissioner of the Gcnenl Lind 
Office shall be poid the va lue of the whole production allocable to any undivided inten:st 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 Generol Lond Office receive os 1 royalty on the gross production allocable to 
the undivided interest not leased an amount less than the value of one-sixteenth ( 1116) of such gross production. 

(0) REDUCTION OF PAYMENTS. I( durin& the primary term, a portion of the land covered by this leose is included wnhin the boundaries of a 
pooled unit that has been opproved by the School Lind Boord ond the o"ner of the soil in occ:ordanec wilh N1tural Resouroes Code Scclions 52.1 S 1-52. 154. of i( II ony 
rime after the expirotion of the prinwy lerm or the CXIendcd rcnn, lhis leose covers a lesser number ofocrcs than the toulomount described herein, payments thot are 
mode on 1 per oerc buls hcreunder shall be reduced oeeonlin& to the number ofacn:s poolod, rdeased, surrendered, or ochcfwlse severed, so that paymentS dererm10ed 
on a per oae basis under the terms of this le:ase durin& the primary term shall be caleuloted based upon the number ofocres 011ts1de the boundancs of a pooled untl or, 
if after the cxpirotion oft he primary tcnn, the number of ocres aaually retained and covc:ted by this lease. 

21 . USE OF WATER. Lessee shall hove the right to use \Oaler produced on Sl•d land nceessary for operations under this leose e=pt woter &om wdls or 
tanks of the owna of the soil; provided, however, l..essee shall noc use pollble water or wat<r suillble 10< livC510Clt or irription purposes 10< watc:rllood operations 
without the prior consent of the owner of the soil. 

22. AUTIIORJZED DAMAGES. Lessee shall pay the owner of the soil for damages co used by its operotions to ell personal property, improvements, 
livestock and crops on said land 

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

24. WELL LOCATION LIMIT. No wdl shall be drilled nearer than twO hundred (200) feet to any house or bern now on said premises withOIIt the "'linen 
consent o f the owner ofthe soil. 

25. POLLUTION. In developing this area, Lessee shill use the highest degree of care end all proper safe&uards to prevent pollution. Without limiting the 
forqoing. pollution of coaStll wetlands, natu111l waterways, riven and imPOIIndcd woter shill be prevented by the usc of conllinment fKilities sufficient to, prevent 
spillage, seepage or ground water contamination. In the event of pollution, l..essee shill use all means at its disposal to rccap1un: all escaped hydrocarbons or other 
pollullnt and shall be n:sponsible for 111 damage to public end privote properties. Lesoce shill build and mainllin fences oround its slush, sump, and d111inage pits and 
tank batteries so IS to protcc:t livestock apinst loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and levd all slush 
pits and cellars and completely clean up the drilling site of all rubbish thereon. l..essee shall, while conduclln& operations on the leased premises, keep said premises free 
of all rubbish, canJ, boltles, paper cups or prbe&e. and upon completion of operations shall reslore the sur&ee of the land to IS ncar its original condition and contOIIrs 

as is practicable. Tanks and equipment will be kepi painted and prcscnllble. 

26. REMOVAL OF EQUIPMENT. Subjecl to limillrions in this paragraph, Lessee shill hove the right to n:movc moclunay and fixtures placed by Lessee 
on the leased premises. includins the right to dtow and remove easing. within one hundred ..,...,nty (120) days der the cxpinrion or the termination of this lease unless 
the owner of the so1l grants l..essee an extension of this 12o..by period. However, l..essee may no1 remove eosin& fiom any ... ..,n eapoblc of producing otlllld &IS 1n 
payin& quantities. Additionally, Lessee may noc dtow and remove casin& unta after thiny (30) days "Titten notice to the Commissioner oft he Ocnerol Lind Offiec and 
to the owner o ft he so1l. The o"ner of the soil shall bocomc the owner of any machinery, fiXNres, or eosin& which are nOI timely removed by l..essee under the terms of 
this paro&flph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph a nd Para&flph 29 of this lease, the rights and <Sillies of either pany to this 
leose may be assigned, in whole or in pan, and the provisions ofthis lease shall extend to and be bindin& upon their heirs, devisecs.lcpl representat ives. successors and 
wigns. However. a change or division in ownership o f the land, rentals. or royalties will not cnluge lhc obligations of Lessee, diminish the rigtus. privileges and 
eslllles of Lessee, impair the effectiveness of any payment made by Lessee or impoir the effectiveness of any oct paforrncd by Lessee. And no change or division in 
ownership of the land, rcnlals, or royalties shall bind Lessee for any purpose until thiny (30) days after the owner of the soil (or his heirs. devisees, lepl n:prcsentativcs 
or assi&rtS) furnishes the Lessee with satislilc:tory wriuen evidence of the ehan&e in ownership, including the original recorded muoiments of title (ofa eertiflCd copy of 
such ori&inal) when the ownership changed bee:ausc ofa convcyonee. A total or partial usipmcot oftbis leose shall, to the cxtcn1 of the inrerest assi&ncd, rdicve and 
disehar&e LCSS<IO of all subsequent obliptions under this lesse. lfthisleose is usiped in its eotirc:ty IS to only pan oftbe acreage, the right and oprion to pay rentals 
shill be apportioned IS bc:twcen the several o"ners rallbly, oeeonling to the 11ea of each, and lililurc by one or more of them to pay his share of the rcnbll shall not 
affca this lease on the pan ofthe land upon which pro roll rentlls ltC timely paid or tendacd; however, if the assipor or assip!ee docs noc file a cenificd copy of such 
usip!mcnt in the Gencnl Lind Office before the next rcnlll payin& date, the entire lease shall terminate for lililure to pay the entire n:ntal due under Parograph 3. 
Every assignee shall suceecd 10 all rights and be subject to all obliptions, liabtlities,llld penalties o"'·ed to the Sllte by the ori&inallessec or any prior oss!Jncc of the 
lease, including any liabil ities to the Sllrc fi>r unpoid royalties. 

(0) ASSIGNMENT LIMITATION. NocwithStlndin& ony provision in Paragraph 27(a). if the owner of the soil acquires this lease in whole or in pod 
by assisnmcnt without the prior wrillen approval of the Corrunissioner oft he General Lind Office, this leose is void IS of the time of assignment and the agency po"er 
of the owner may be forfeited by the Commissioner. An ossisnmcnt wm be tn:ated as if it were made to the owner of the soil if the assignee is: 

(I) a nominee o f the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a princrpal stockholder or is an employee of such a eorporotion or subsidiary; 
(3) a pannership in which the owner of the soil is a pan ncr or is an employee of such a pannership; 
(4) a principal S~oekholder or employee of the corporation which is the owner of the soil: 
(S) a panner or employee in 1 pannership which is the o"ncr of the soil; 
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(6) a fKiuciaJY ror the owner oflhc soal; including btu nol hmued 10 a &uudaan, trustee, executor, admuustrator, rcccavcr, or con.scrvator·fot the 
o"ncr of1he soel. or 

(7) a &mily member oftbc o-.ncr of the soil or relau:d 10 the o"ncr of the SOli by mamagc. blood, or adopuon 
28 RELEASES. Under the condiuons contaUJCd in this pangr11pb and Pangr11pb 29, Lcsscc m>y at any umc CACQIIC and deh-crto tile o"ncr of the soli 

and place of record a release or rdc:ascs covcrin& any por1ion or por1ions of tile leased prcmisc:s, and tbcreby surrender tb1s lcaJe as 10 $11Ch por1ion or por11ons, and be 
relieved of all subsequent obligations as 10 acreacc surrendered. If any pan oftbis leaJe is properly surrendered, tile delay rental due und<r tillS leaJe shall be reduced by 
tile proportion that the surrendered acreage bean 10 the acreage which was covered by this lease ll1ltnC<Iiatcly prior 10 such surtender, ho\<cvcr. such release will n01 
relieve Lessee of any liabilities which may have accrued under this lease prior 10 tile surrend<r of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any port of this lease IS assigned or relc:ascd, such aSSignment or release mu5l be recorded 
in the county where the land is situalcd, and the recorded inSlnlmc:nl or a copy of the recorded inSlnlmen1 certified by the County Clerk of the counl)' in which tile 
inSlnlmcnl is recorded, muSI be filed in tile General Land Office within 90 days of the last execution date accomponicd by the prescribed filing fcc I r any such 
assignment is not so tiled, tile ri&hts acquU"ed under tlus lease shall be subject to forfeuurc 11 the Option of the Comrrussioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions perta1n1ng to the lease of the above-described land ha\e been 1ncluded 10 tillS 1nS1rUmcnt mclud1ng the 
Slltemcnt of the INC consideration to be poid for the cx=tion of this lcaJe and the risJ>ts and duties of tbe port1es Any tollatcral agrccmcntS conccrn.na the 
development of oil and gas from tile leased premises which arc no< contained in Ibis lease render this lease invalid 

3 1 FIDUCIARY DliTY. The o"ncr oftbc soli o"es the State a fiducwy dul)' and must fully dtsdosc any filets aflecung the State's mterCSI '"the leased 
prcruiscs When the inlctCSIJ of the owner of the so1l conOict -.ith those of the State, the o"ner of the soil is obligated 10 put the State's mlerCSIS before hiS personal 
interests. 

32. FORFEITURE. If Lcsscc shall filii or refuse 10 make tile poymcnl of any sum ""bin thirty days aftct 11 becomes due, or if Lessee or an authora;cd 
agent should knowingly make any &lse return or litlse report concerning production or drillina. or ifLcsscc shall &il or refuse 10 drill any offset well or wel ls in good 
Iiiith as required by law and the rules and regulations adopted by the Corrunissioner or the General Land OfTJCC, or if Lessee should fall 10 file reports 1n the manner 
required by Jaw or Cailto comply with rules and resulations promulgated by the General Land Office, the School Land Board, or the Rollroad Commission, or 1fLcssec 
should refuse the proper autbority access 10 tile records pertaining 10 operations, or if Lcsscc or an authorized agent should know.ngly &il or refuse to g~vc correct 
inform>tioo 10 the proper outhoril)', or knowingly &il or refuse to furnish the General Land Otfa a correct log of any well, or 1fLcsscc shall knowingly violatc any of 
the material provisions of this lease, or if this lease is assigned and tile assipmcnl is not filed in the General Land OtfiCC as required by law, the rights acquired under 
this lc:asc shall be subjcctlo forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the factS which authorize a forfeiture, and "hen 
forfeited the area shall apin be subject 10 lease under the terms of the Relinquishment Act. However, nothing here~n shall be construed as waiving the automatic 
termination oftb is lcasc by operation oflaw or by rca.son of any special limitation ansing hctcunder. Forfeitures may be SCI astdeand thiS lease and all ri&hts thereunder 
reinstated before the righu ofanotha intervene upon Atisfiac:lory evidence 10 lhc Commissioner oflhc: Gcnc:nal land Otrtc:e offu1ure compliance wilh the provasions of 
the law and of this lease and the rules and regulations thai may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natur~l Resources Code 52.136, the State shall have a first lien upon all oil and gas produced &om the area covered 
by this lease 10 secure payment of all unpoid royally and other SUliiS of money that may become due under this lease. lly acceptAnce of this lease, Lcsscc graniS the 
State. in addition 10 the lien provided by T cxas Naturs l Resources Code 52.136 and any Olher applicable statutory lien, an express contractual lien on and secunl)' 
interest in all leased minerals in and cxtrsctcd &om the leased premises, all proceeds which may accrue to Lessee from the gJe of such leased minerals, -.hcther such 
proceeds arc held by Lessee or by a third porty, and all 6><1urcs on and improvements 10 the leased premises used in eoMection "ilh the p<oduction or processing of 
such leased minerals in order 10 secure the poyment of all royalties or Olhcr amounts due or 10 become due under this lease and 10 secure poyment of any damages or 
loss that Lessor may suffer by reason ofLcssccs breach of any covenant or condition oftb is lease, whether express or implied. This hen and security interest may be 
foreclosed with or without coun proceedings in the manner provided in the Tille I, Chapter 9 of the Texas Business and Conunacc Code. Lessee agrees that the 
Commissioner may require Lessee 10 execute and record such instruments as may be reasonably necessary 10 acknowledge, anach or perfect this lien. Lessee hereby 
represents thai there arc no prior or superior liens a.rising from and relating to Lessee's activities upon the above.describcd propcny or from Lessee's acquisition of this 
lease. Should the Commissioner at any time determine that this representation is n01 true, then the Commissioner may declare this lease forfeued as prov1ded herein. 

34. POOLING. Lessee is hereby gr11n1cd the riJht iO pool or unitize the royally Interest of tile owner of the soli under thiS lease with any other leasehold 
or mineral inlerCSI for the cxpl01111ion, development and production of oil or gas or either of them upoo the same terms as shall be approved by tile School Land Boord 
and the Corrunissioner ofrhc General Land Office for the pooling or unitizing of the intercSI of the State under this lease pursuant to Texas Narursl Resources Code 
52.1 5 l-52.1 5). The owner of I he soil agrees that the inclusion of this provision in this lease satis(ICS the execution requirements staled in Texas Natural Resources Code 
52.152. 

35. I'NDEMNITY. Lcsscc hereby releases and discharges the State of Texas aEd tile o"ncr of the sod, tb01r otr~eas, empiO)CCS, partners, agents, 
contraelors. subcontracaors. guests.. invitees. and thc&r rcspcc1ive succasocs and e.s.signs, of and from all and any actions and cau.scs ofldton of every n.aru.rc. or other 
harm, including environmental harm, for which recovery of damages is sou&h~ including, but n011imi1ed 10, all losses and expenses "h1th arc caused by the acriv111eS 
of Lessee, its o fficers, employees, and agents arising out of, incidental 10, or resulting from, tile operations of or for Lessee on the leased premises hereunder, or thai 
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agrcetncnl, or by any other negligent or strictly hable act or emiss1on of 
Lessee. Further, Lessee hereby agrees 10 be liable for, exonerate. indemnify, defend and hold harmless the State of Texas and the o"ner of the soil, their officers, 
employees and agents. tbcir suc:cessors or ossigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death). CO$lS and expenses, 
or other harm for "flich rCCO\U)' of damages is souJht under any tbcory including 10<1, contract, 01 strict liability, including anorncys' fccs and orhcr legal cxpensc:s, 
including those related 10 environmental hazards, on tile JCIJed premises or in any way related 10 Lcsscc's failure: 10 comply "ilh any and all environmental laws; those 
arising from or in any "'~Y related to Lcsscc's operations or any other of Lessee's activnies on the lcaJed premises; tbosc arJSin& from Lessee's usc oft he sur&ce of tile 
leased premises; and those that may arise out of or be occasioned by Lcsscc's breach of any of the terliiS or provisions of this Agreement or any other act or orrussion of 
Lcsscc. its directors, officers, employees, partners, agents, conlnCIOrs, subonnii"'CCIrS, guCSIS, invitees, and their respective successors and assig<IS Each assignee of this 
Agrccmclll. or an intercsttherein, agrees 10 be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and tile o"ncr of tile soil, their ofliccrs, 
employees, and agents in the same manner provided above in c:ooncction with the activities of Lessee, its officers, employees, and ageotS as dcscribcd above. EXCEPT 
AS OTHERWISE EXPRESSLY LL\1rTt:D ll t:Rt:IN, ALL OF Til E INDEMNITY ODLIGATIOIIIS AND\OR LIA.BIUTJES ASSUMED U DER TilE 
TE~IS OF TillS AG REEMENT SIJALL liE WITJIOlJr LIM ITS AND WITIIOUT REGA RD TO TilE CAUSE OR CAU ES TIIEREOF (EXCLUDING 
PR£-EXISTING CONDITIONS), STRICf LIAUILITY, OR Til E NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING Til E NEGLIGENCE OF 
TUE INDEMNIFIED PARTY), WIJ £TIIER SUCII NEGLIGENCE UE SOLE, J OINT, CONCURRENT, ACfiVt:, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest degree of care and reasonable safeguards to prevent contamination or pollution 
of any environmental medium, including soi~ surface waters, groundwater, sedimcnl5, and surface or subsurface slnlta, ambient air or ony other 
environmental medium in. on. or under, the leased premises, by any waste, pollotnnl, or contaminant. Lessee shall not bring or permit to remain on the leased 
premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous 
substnnccs (as the tenn "H87.ardous Substance" is defined in the Comprehensive Environmental Response. Compensation and Liability Act (CERCLA), 42 
U.S. C. Sections 9601, C1 seq.), or toxic sobsrnnccs under any federal, Slate, or local law or regulation r Hazardous Matcrialsj, cJ<ccpt ordinary productS 
commonly used in connection with oil and gas exploration and development opcn11ions and stored in the usual manner and quantities. LESSEE'S 
VIOLATION OF TrtE FOREGOING PROmBITION SIIALL CONSTITUTE A MATERIAL BREACO AND DEFAULT DEREUNDER AND 
LESSEE SrtALL INDEI\tNfFY, rtOLD OARMLESS AND DEFEND mE STATE OF TEXAS AND TTIE OWNER OF TrtE SOIL FROM AND 
AGAINST ANY CLAIIIIS. DAMAGES. JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (J.NCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOLATION OF TilE FOREGOING PROOIBITION OR (JJ) TilE 
PRESENCE, RELEASE, OR DISPOSAL OF ANY rtAZARDOUS MATERIALS ON, UNDF;R, OR ABOUT TilE LEASED PREMISES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SrtALL CLEAN UP, REMOVE, REMEDY AND REPAIR 
ANY SOIL OR GROUND WATER CONTAM INATION AND DAMAGE CAUSED BY Til E PRESENCE OR RELEASE OF ANY rtAZARDOUS 
MATERIALS lN, ON, UNDER. OR AJlOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF TOE LEASED PREMISES IN 
CONFORMANCE WITII TOE REQUIREMENTS OF APPLICABLE LAW. TillS INDEMNlFICATION AND ASSUMPTION SUA.LL APPLY, 
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDE·RTAKEN PURSUANT TO CERCLA OR ANY OTITER 
ENVIRONMENTAL LAW OR REGULATION. LESSEE SllALL IMMEDIATELY GIVE TirE STATE OF TEXAS ANDTifE OWNER OFTTIE 
SOIL WRITTEN NOTICE OF ANY BREACD OR SUSPECTED BREACH OF TffiS PARAGRAPH, UPON LEARNlNG OF mE PRESENCE 
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAINING TO 
DAZARDOUS MATERIALS WUICD MAY AFFECT mE LEASED PllEJifiSES. mE OBLIGATIONS OF LESSEE DEREUNDER SUALL 
SURVIVE TOE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTCJW Nl!!ur.ll Resources Code 52.171 through 52.190, commonly known as 
the Relinquishment Act, ond other applicable statutes and amendmenl5 ~1ereto, and if any provision in this lease docs not conform to these statutes, the 
Sl8tutes will prevail over any nonconforming lease provisions. 

38. EXEClfTION. This oil and gas lease must be signed and aclcnowledgcd by the Lessee before it is filed of record in the county records and in 
the General Land Office of the State ofTeJ<&S. Once the filing requiremcnl5 found in Paragraph 39 of !his lease have been satisfied, the cfTcetivc date of this 
lease shall be the dote found on Page I . 

39. LEASE FILING. Pursuant to Olopter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any port of the leased premises is located, and certified copies thereof must be filed in the Gcner.ll Land Office. 
This lease is not effective until a certified copy of this lease (which is made and certified by the County Clcrlc froro his records) is filed in the Genmll Land Of 
lice in accordance with Texas NolUr.ll Resources Code 52. 183. Additionally, this lease siWI 001 be binding upon the State unless it recites the actual and true 
consideration paid or promised for execution of~1is lease. The bonus due the Stale and the prescribed filing fcc shall accompany such certified copy to the 
General Land Office. 

40. Rentals in the omount of SSJ.J3 for yc:lr$ 1WO and three of th is lease have been prepoid. One half (~) of this amount has been paid to the 
Lessor and one holf(~) has been paid to the Slllte ofTexas. Renl41 for the fourth year in the amount ofSS,J60 .06 has not been paid and if the fourth year 
rental is not paid thc:n this lease will c;<pirc. One holf (~) of the fourth year rental will be paid to the Lessor and one half(~) wtll be paid to the Swe of 
Texas. Rental for the finh y= is included in the fourth year rental and if the fourth ycarrenl41 is paid then no additional rentals arc due tu1dcrthis lease. 

•• • • • •• • ••• 

BY: William A Olalfant 

TITLE: President 

DATE: \o \z.:·)\cn 
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: Individually and as agent for the Sta 
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TITLE: Individually and as agent for the Stale ofTexas 
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Before me, the undersigned aulhority, on this day ~ly appeared Kstherine Jsnell Kelton, dealing in her sole 
and sepante property, known to me to be: the persons whose names are subsaibc:d to the foregoing instrument. and 
acknowledged to me that they executed the same for the purposes and c:onsidc:r.llion therein expressed. 

• 

Given under my hand and seal of office this the d!i!!::_ day of_~tz!ra·'-''t'.:..ln/,.u..;::u:l£:s;.,<>~)"-- , 2005. 

••• ••• • • • • • • • • •• • • 

VICKI HEFLIN 
Notal'( PubliC, State of Teus 

My Commission Expires 
January 1 0, 2009 

"7/ . - d, // ~ 
~.c.k ~ 

NOillt)' Public in and for 

My Commission expires: 
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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 
Chalfa nt 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 

Given under my hand and sea l of office this the 
C :c:ro<:-e· 2 • 2005. 

® 
MASHALA K. CROSS 

Noraty Public. Srara of Toxu 
t.ly Comm&&sion E~pites 

7·16· ~1)08 

Notary Public in and for the State of Texas 

day of 

--
True and Correct 

copy of 
Original filed in 
Reeves County 
Clerks Office 
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DAY OF 

DAY OF 

, DF:PUTY 

NOVEMBER A.D. 2005 4:27 P.H. 

NQVEM:BER A.D. 2005 10:00 A.M. 

DIANNE 0. FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoong s a 1u 1rue and correc1 pho:~;rao~ c opy of :nc 
ong nal record now 10 my ta,\'u cus•ooy ano po;sess on as lht! sa"le s 
t ed recoroeo n !he puo c records ol my oH• :e found '" VOL 7-l-7-
PAGE -1.2-4- - >iRU ..c.2...J3'-L2-- DEED RECORD 

lhereoycen•l•edon NOVEMBEJL21~05 
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Gm=l Land Office 
R<lonquoshmenl Acl Lease Fonn 
Rc\l<l-d. Sep1cmbcr 1997 

' 

OIL AND GAS LEASE 

lliiS AGREEMENT is made and rnlered into this 181h day ofO<to~r. 2005, ~cwcen the State ofTe><as, acting by 11J1d lhrough liS agcnl, 
\ fell,. Younce, duling in h<r sole and separate properly, care ofJ 70l Oakdale, Purland, TX 77581 said agcnl herein referred to as the 0\\1lcr orthe 
S<>ol (\\heth<r on< or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, MidiMd, Trxas 79702 hereinafter called Lessee 

1 GRANTING CLAUSE. For and in consoderntion of lhe amounos staled ~low and of 1he covenanos and agn:<rneniS 10 ~ paid, kept and 
p<rformcd by Lcssrc under I his lease, 1he S1a1e of Texas, acting by and lhrough the owner of lhe soil, hereby grants, leases and lets unlo Lesser, for the sole 
and onl) purpos< of prosp<eting and dr~lmg for Md producmg ool and gas, laying pope lines, building tanks, stonng oil and buoldmg power soatoons, 
1clcphoor Iones and other s1ructurcs ohereon, 10 produce, save, lake care or. oreal and 1ranspor1 saod productS of 1he lease, the followong lands si1ua1ed on 
REE\'E Counoy, Slalc ofTexas, 1o-wi1: 

Bi<Kk 54, T-5, T&P RR Co Survey 
Section 2: SFJ4 

contaonong 160.0 acres. more or less. The bonus eonsidernlion paod for lhis lease is as follows 

To 1he Slat< ofTcxas: Eight Thoosand Fifty Three Md 43/100 
Dollars (S 8 053.43) 

To the owner of1he soil: Eight Thousand Fifty Titrcc and 43/100 

Dollars (S 8 053 43) 

TOial bonus consideration: Sixteen Thousnnd One I !undred Stx and 86/100 
Dollars <S 16 !Q6 86) 

The tOial bonus considc:rnoion paid represents a bonus of Three !lund red Two Dollars (SJ02.00) per aer<, on SJ.JJ4 net acres 

2. TERM. Subj<et to the o1her provisions in th is tease, thos tease shall be for a term of E.iYti.ll years from this dale {hereon called "primary 
1enn") and as long lhcrcafter as oil and gas, or ei1her of them, is produced in paying quon1i1ies ' from said land. 
As used in th is lease, lhe lenn "produced in paying quanoi1ies" mcoros ohot ohe receipts from the sale or other auohoriud commercial use of the subsuncc{s) 
covered exceed oul of pockel opcra1iona! expenses for I he six months los I pasL 

3. DELAY RENTALS. If no well be commenced on the leased pr<rnises on or before one (1) year from this date,thos lease shalllerminate, 
unless on or before such anniversary date Lessee shall pay or lender 10 I he owner of the soot or to his credi1 in 
lhe " TI11S IS A PAID-UP LEASE· SEE PARAGRAPH 40 " Bank, at~ or ots successors (which shall conunue as the dcposotory regardless of 
changes in I he ownership of said land), che amount specified below, on addition, Lessee shall pay or lender 10 the COMMISSIONER OF lliE GENERAL 
LAND OFFICE OF TI IE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said dale. Payments under I his paragraph shall opera1e as a 
ren1ol and shall cover I he privi lege of deferring ohe commencemenl of o well for one ( I) year from said dale. Payments under I his paragraph shall be in the 
fo llowong amoun1s: 

To lhe owner of the soil: 

Dollars (S·-------------1 
To 1he Stale ofTe><as' 

Dollars (S ----------- --J 
T01al Renlal. 

Oollan (S ____________ ....J 

In a like maMer and upon like payments or tenders annually, the eommrncemen1 of a well may be further deferred for successove percods of one ( 1) year 
eadc during lhe primary lenn. All paymen1s or lenders ofren1al 1o 1he owner of1he soil may be made by check or sigho drnfi of Lessee, or any assignee of 
ohis lease, and may be delivered on or before lhe rc:noal paying dole. lf lhe bank designaoed in lhis paragraph (or its successor bank) should cease 1o exist, 
suspend business, liquidooc. fa il or be succeeded by ono1hcr bnnk, or for any reason fail or refuse to aceepl renllll, Lessee shall n01 be held in defauh for 
fai lure to make such paymen1s or tenders of reno a I un1 il 1hiny (30) days after the owner of I he soil shall deliver 10 Lessee a proper recordable instrument 
naming anooh<r bank as ageno to receive such paymcnos or lenders 
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4 PRODUCTION ROYALTIES Upon productiOn ofo1l and/or gas, Lessee apces to pay or cause to be pa1d one-half ( l/2) of the ro)alt) 
prov1dcd for on th1s lease to the Commossooncr of the General Land Office of the State of Texas, at Ausun' Texas. and one·hal f ( l/2) of such royalty to the 
owner of the: SOil 

(A) OIL Royalty payable on Oil, Whlth IS defined as lntludong all hydrocarbons produced '" a liquid ronn at the mouth or the well and also as all 
condcnsa1e, duullote. and other llqu1d hydrocarbons recovered from 011 or gas run through a separator or other equ1pment, as haemafter prov1ded. shall be 
I/ th pan of the gross production or the market value thereof. at the opllon of the owna of the so1l or the Comm1u1oncr of the 
General Land Office, such value to be determined by I ) the highest posted pncc, plus prcm1um, 1f any, offered or pa1d for 011. conde11Sate, diStillate. or other 
llqu1d hydrocarbons, respectively, o ra like rypc and gravny on the general aru whuc produced and when run. or 2) the h1ghest market pncc thereof o ffered or 
pa1d on the general area where produced and when run, or 3) the gross proceeds of the sale thctcof. wh1chcvcr IS the pcatcr Le5scc agrees that before any gas 
produced from the leased prcm1ses IS sold, used or processed on a plant. 11 w1ll be run free or cost to the royalty owners through an adequate 011 and gas 
separa tor or conventional rypc, or other cqu1pmcnt at least as cffic1ent, so that all llqu1d hydrocarbons recoverable from the gas by such means Will be 
recovered. The requucmcnt"that such gas be run through a separator or ocher equipment may be wa1vcd 1n wr111ng by the royalty owners upon such terms and 
condntons as 1 hey prescribe 

(8) NON PROCESSED GAS Royalty on any gas (oncludmg flared gas). "'h1th IS dcfmed u all h)dro=bons and gaseous substatiC:CS not dcfoncd 
as Oil '" subparagraph (A) above. produced from any well on $31d land (except as provodcd hereon With re5peCI 10 ga5 processed Ul • plant ror the extraction or 
gasoline, llqu1d hydrocarbons or other productS) shall be 1/S!h pan of the gross production or the market value thereof. at the 
option of the owner of the so1l or the Commusooncr of the General Lo.nd Office. such value to be bucd on the hlghe5t mar~ct pnce pa1d or offered for gas or 
comparable quality on the general area where produced and when run. or the poss pnce pa1d or offered to the producer. wh1chevcr IS the p cater. pro'ldcd that 
the max1mum pressure base 111 mcasurmg the gas under thos lease sholl not 01 o.ny ume exceed 14 65 pounds per square 1nth obsolute, and the standard base 
temperature shall be SIXty (60) degrees Fahrcnhcu. correction to be made for pressure accordmg to Boyle's Law, and for spcc1fic gravity acCO<dong 10 tests 
made by the B~lancc Method or by !he mos!approvcd method oftcsung bemg used by !he 1ndumy o!!hc!lmc of!csung 

(C) PROCESSED GAS Royalty on any gas proces5cd 111 a gasoline plant or other plant for the recovery of guolonc or other llqu1d hydroc:ubons 
shall be II h pan of the res1due gas and the liqu1d hydrocarbons extroctcd or the market value thereof. at the optiOn oft he 
Q\oOo'llCf o f the soil or the CommiSSioner of lhe General Land Office All royahu:s due hereLn shall be ba.sed on one hundred pcrcc.nl ( IOC>-/e) or the total plaru 
producuon o f rcstdue gas annbutab1c to gas produced from thiS lc,asc, and on fifty pcrccn1 (SOY.), Of' lhat pcrcc.ntacenung to Lessee, wh1chcvcr 1S the gre.atcr. 
of the rotal planr producuon or liquid hydrocarbons annbutablc to the gu produced !Tom thiS lease, provided thot 1f loqu1d hydrourbons arc recovered !Tom 
cas processed 111 a plant on whith Lessee (or il5 porent, subs1d1ary or afm1a1c) owns an mre resr. then the percentage applicable to loqu1d hydrourbons shall be 
lifiy percent (50%) or the highest percent acau1ng to a third pany processing gas through suth plant under o processing apccmcnt ncg011a1ed at arm's length 
(or 1ft here is no such third pany, the hi&he5t percent then bemg spcctficd in processmg agrccmcnt5 or contracts m t~c mdustry), wh1thcvcr IS the peator The 
respective royalties on res1due gas ancf on liquid hydrocarbons shall be dctcnnincd by I) the highest market pncc paod or offered for any gas (or llqu1d 
hydrOQJ'bons) of comparable quality in the general area. or 2) the poss pnce paid or offered for such re51duc gas (or the wc1ghted average gross scllong pnce 
for the rcspect1ve grades ofllqu 1d hydrocarbons), wh1thcvcr os the pcator In no event. however, shall the royalties payable undor thiS paragraph be le5s than 
the royalt1es whtch would have been due had the gas not been processed 

(D) OTHER PRODUCTS Royalty on carbon black.. sulphur or any other produas produced or manuraaurcd £rom gas (exccptmg llqu1d 
h) drOQI'bons) "'hcther sa1d gas be "=onghcod." "dry", or any other gas, by £raaoonotong. burning or any other procc:s5mg shall be 115\h 
pan or the gross production of suth produas. or the market value thereof. at the optoon of the owner or the so~ or the Commiss1oner of the General Land 
O ffice, suth market value to be determined as follows I) on the basis of the highest market pnce or eath product for the same month m whith suth product IS 
produced, or 2) on the basiS of the a verage poss sale pnc:c or cath producr for the same month 111 wh1th suth produru arc produced, "'h1thcver IS the putcr 

5 MINIMUM ROYAL TV f)\uong ""Y year after the cxpora11on of the prunary tcnn of thos lease, 1f thos lca.sc os mamtaoned by product1on. the 
royal11es paid under thiS lease on no event shall be le5s than an arroount equal to the total annual delay rental hereon provodcd. othcrwosc. there shall be due and 
payable on or before the last day of the month succeeding the annovcnary date or thiS lease a sum equal to the total annual rental less the amount or royalt1es 
paod during the prccedmg year. I r Parograph 3 of thiS lease dOC5 not spec1fy a delay rental arTtOUnt then for the purpose5 of thiS paragraph. the delay rental 
amount shall be one dollar (S I 00) per acre 

6. ROYAL TV IN KIND. Notwllhstandmg any other prov1s1on on 1h1s lca.sc, at any lime or from 11mc 10 11mc. the owner or the so1l or the 
CommiSSIOner of the General Land Office may. Ollhc option or e ither, upon nor leu than sixty (60) doys notice 10 the holder or the lease, rcquorc thai the 
payment or any royalties acauing to such royalty owner under th1s lease be made in kond The owner or the so1l's or the Commiss1oncr or the General Lo.nd 
Offic:c's right to take il5 royalty in kind shall not d1mon1sh or negate the owner of the so1l 's or the Commissioner of the General Land Office's rights or Lessee's 
obligauons. whether express or implied, under thiS lease 

7. NO DEDUCTIONS. Lessee agrees that all royalttes acaumg under thos lease (tncludong those pa1d 111 kond) shall be w1thout dcdua1on for the 
cost or producing. gathering. storing, scparatmg, treating, dthydrating, compressing. processing. transporting, and otherwiSe malcmg the 011, gu and other 
produru hereunder rudy for sale or usc. Lessee agrees to compute and pay royaltte5 on the grOS5 value rcc:clvcd, mclud1ng any rcunburscmcnts for severance 
uuces and production related COSI5. 

8. PLANT FUEL AND RECYCLED GAS. No royalty sholl be payable on any gas as may represent thiS lease's propon1ona1c share of any fuel 
used to process gu produced hereunder 111 any processing plo.nt Notwtthsto.nding any other provis1on or thos lease. and subJCCI to the wnnen consent o f the 
owner of !he sotland the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposc5 on the luscd prcmise5 or for lll)Ccrton 11110 
any ool or gas producing formation underlying the leased pn:miSC5 after the liquid hydrocarbons contamed 111 the gas hove been removed, no royaltocs sholl be 
payable on the recycled gas until it is produced and sold or used by Lessee in a manner whith en11rles the royalty o"'ncnto a royalty under thiS lco.sc 

9. ROYAL TV PAYMENTS AND REPORTS. All roya lttes nottalccn 111 k1nd sholl be pa1d to the Commossooner of the General Land Office at 
Austill, Tcxa.s, Ul the followmg manner· 

Payment of royalty on production o r ool and gas shall be as provided in the rules set ronh 111 the Texas Rcgostcr. Rules currently provide that 
royalty on oil is due and must be rcc:civcd in the General Land Offic:c on or before the 5th day or the second month succccdong the month or production, and 
royalty on gas is due at1d must be received in the General Lat1d Office on or before the 15th day or the second month succeeding the month or producuon, 
accompanied by the affidavit of the owner. manager or other authorized agent. complctcd in the form o.nd manner presaibed by the General Land O ffice and 
showmg the &JOSS amount and dosposi110n of all Oil and gas produced and the market value of the Oil and gas, together Wt!h I copy of all documentS, records 
or rcpons confirming the poss production, disposuoon 
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and markcl value ~ncludmg gas meter readings. p1peline recc1pts. gas hnc recc1p1s and other checks or memoranda of amount produced and putmlo p1pchncs. 1anks. ('lr 
pools and ga.s hncs or gas storage. and any other rcporcs or records wh1ch the General Land Office may n:qu•rc to verify the gross producuon. dispos111on and market 
''aluc In all cases rhc aulhorily of a manager or agcn110 acr for I he Lessee herein muS1 be filed in the General Land Office Each royalty payment shall be accompanied 
b~ a chcd: stub, schedule. summary or other rcmm.ancc: adv1cc showing by the assigned General Land Office lease number the amount of royalty bcmg pa1d on each 
lease. If Lessee pays h1s royalry on or before thiny (30) days after the royalry paymcn1 W2S due. then Lessee owes a pe01lry of 5% on the royalry or S2S.OO. wh•chc:vcr 
IS g.rcatcr. A royalty payment which is over thiny (30) days late shall accrue a penalty of 10% oflhe royalty due or S2S.OO whichever is gre:uer In addilion to a penalty. 
royallies shall accrue interesl ala rate of 12% per year, such inlere.sl W111 begin accruing when !he royalty IS silCty (60) days overdue Affidavits and supponmg 
documents wh1ch arc: nor filed when due shall1ncur a penalty in an amounl SCI by the Gc.nc.nl Land Office administrative rule which is effective on 1he date when !he 
affidavirs or supporting documenls were due. The Lessee shall bear all responsibility for paying or causing royahies 10 be: paid as prescribed by the due dale provided 
herein. Paymcn1 of lhe delinquency penalty shall in no way operale to proh1bit the State's right of forfeilure as pcov1ded by law nor act to posrponc 1he date on which 
royallic:s were originally due:. The above penalty prov1sions shall not apply m cases oh ide dispute as 10 the State's portion of the royalty or to thtt p<>nion of the royalry 
in dispule as 10 fair market value. 

10. (A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office wirh its best 
possible est imate of oil and gas reserves underlying this lease or allocable to this lease and sh11l furnish said Commissioner wilh copies of al l contracts under which gas 
is sold or processed and all subsequent agreements and amendments to such eonrraccs wilhin lhirty (30) days after entering inco or making such contn.cts. agreements or 
:~;mcndmc:nts. Such conrnacts and ag~ccmeniS when received by the General Land Office shall be: held 10 confidence by the Gencnl Land Office unless othcrw1sc 
authorized by Les.sc:c. All other contraca and records pcnaining 10 the production. transportation. sale and marketing of the oil and gas ptoduced on said ptemises. 
including the books and accouniS. rcccapts and discharges of all wells. tanks. pools. meters. and pipelines shall at all times be subject 10 mspoc:tion and eummataon h~ 
the Commassioncr of the Gencnl Land Office. the Anomey General. the Governor. or !he representallve of any of them 

(B) PERMITS. DRILLING RECORDS. Wnncn notice o f oil operotions on thiS lease shall be submillcd 10 the Commissioner of the Genera l Land 
Office by Lessee or operator five (S) days before spud dale. workover, re-entry, temporary abandonment or plug and abandonmenl of any well or wells. Such .,.-rmen 
notice to the General Land Office shall include copies of Railroad Commission forms for application 10 drill Copies of well cests. completion reports and plugging 
rcpons shall be supplied IO the General L:~;nd OffiCe lithe time !hey are riled wilh the Tens Railroad Commission. All applications, permits. reports Of other filings that 
reference this lease or any specific well on the leased premises and thai ere submined to the Texas Railroad Commission or any olher governmental agency shall 
include the word ·state• in the Iitle. Addirionally. in accordance with Railroad Commission rules. any signage on !he leased premises for the purpose of idenlifying 
wells. tank baueries or other associated improvements to the land must also include 1he word ·state.- Lessee shall supply the General Land Office with any records. 
memoranda, accounts, repons, cunings and cores. or other informat ion relative to 1hc opcra1ion of the above-described premises. which may be requested by the 
General Land Office. in addirion to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section. from 
the base of the surface casing to the total depth of well. of all wells drilled on the above described premises and shalltnnsmil otrue copy of the log of each survey on 
each well to the Gencn~l Land Office within fiflcen ( 15) days aflcr the making of said survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever rcpons, documents or other materials arc not filed in the Gcncrol Land Office when due The 
penalty for late filing shall be set by !he General Land Office administrative rule which is effect ave on the date when the m~terials were due in the General Land Office. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after rhc discovery and actual producuon 
of oi l or gas from I he I cased premises such production thereof should cc:.ase from any cause. this lease shall nor terminate if on or before the expirarion of sixty (60) days 
from date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking open lions thereon, or pays or tenders the neX1 
annual delay rental in the same manner as provided in this lease. I f. during the last year of the primary tenn or within sixty (60) days prior thcrelo. a dry hole be 
completed and abandoned, or I he production of oil or gas should cease for any cause. Lessee's rights shall remain in full force and effea without fun her openn ions until 
the expiration of the primary term; and if Lessee has not resumed production in p.1ying quanti lies at the expiration of the primary cam. Lessee may maintain this lease 
by conducring additional drilling or reworking operat ions pursuant 10 Paragraph 13, using I he expiration oft he primary lerm as the date of cessation of production under 
Pamr.roph I 3. Should I he firS1 well or any subsequent well drilled on the obove described lond be completed os o shut-in oil or gas well within the primary term hereof. 
Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expirat ion of sixty (60) days 
from I he date of completion of such shut-in oil or gas well and upon the f.lilure to make such payment. this lease shall ipso fae1o 1erm1nate. If at the expiration of the 
primary term or any lime lhcrea f\er a shuc-in oil or gas well is located on I he leased pJemiscs. payments may be made in accordance wilh the shul-in provisions hereof 

• • • • 

12. DRILLING AND REWORKING AT EXPIRATION OF PRJ MARY TERM. If. at the expiration of the promary 1erm. neither oil nor gas" beong 
rxodueed on said land, but Lessee is !hen engaged in drilling or reworking operations !hereon. rhis lease shall remain in force so long as operations on said well or for 
drilling or reworking of any addiuonal well are proseculed in good failh and in workmanlike manner wi1hou1 interruptions totaling more than sixry (60) days dunng any 
one such operation, and if they result in I he production of oilandlor gas. so long !hereafter as oil and/or gas IS produced in paying quant ities from said land. or paymcnl 
of shut-in oil or gas well royalties or compensatory royallies is made as provided in this lease 

13. CESSATION. DRJLLING, AND REWORKING. If. after the expirotion of the primary term, production of oil or gas from the leased premises. after 
once obtained. should cease from any cause, this lease shall not terminate if Lessee commences additional drill ing or reworking operations within sixty (60) days after 
such cessation, and 1his lease shall remain in full force and effect for so long as such operations conrinue in good faich and in workmanlike manner wirhout interrupuons 
totaling more than sixty (60) days. If such dnlling or reworking operations result in the production of oil or gas. the lease shall rcmaon in full force and effect for so long 
as 011 or gas is produced from the leased premises in paying quantities or payment of shut-in oil or g.a.s well royalties or payment of compensatory roya lties is nude as 
provided herein or a.s provided by law. If the drilling or rewor1cing opcn1ions result in the complecion of a well as a dry hole. the lc::asc will not lerminale if the Lessee 
commences additional drilling or reworking operations wirhin sixty (60) days after the completion ofrhe well as a dry hole, and this lease shall remain in effect so long 
os Lessee continues drilling or reworking operations in good fir irh 1J1d in o worlcmanlikc manner without inlcrTIIptions totaling more than sixty (60) days. Lessee shall 
give written notice to the General Land Office wilhin th irty (30) days of any cessation of production 

14, SHlJT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well thai has been u signed 1 well number by ahe stale agency having 
jurisdiction over the production of oil and gas. I( at any lime after the exp1n11on of the pt imary term of a lease that unlll being shut 1n. was being mamt.amcd 1n 

force and effect. a well capable of producing oil or gas in paying quantities IS located on the leased premises. but oil or gas is not being produced for lack of 
suitable produclion facilities or lack of a suitable market, then Lessee may pay as a shut-m 011 or gas royalty an amount equal lo double !he annual rental provided 1n 
the lease. but not less than S 1.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease docs not specify a delay rental 
amount. then for the purposes of this paragnph. the delay rental amount shall be one dollar (S 1.00) per acre. To be effective. each inilial shut·m oil or gas royalry 
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musl be paid on or bcfOlc ' I) the cxpan~llon or the pnmal)' term. 12) 60 cU) s I ftcr the Lessee Cc.3SCi 10 pc'oducc Oil Of ps f'rom I he: lcnc:d ptCmiSCS, or t)) 60 ct.a .. s . ftcr 

Lcss-:c c:omplclcs 1 drdltnJ or tC\Iwotlang opc:ral•on '" accOtd.incc ...,nh the lease prO..,ISIOns. whtchc..,.cr date IS Ia Iest Such pa)'mcnt WII t'IC made one· half ( lfll tn thc­
Commossooncr of 1hc Gcnc~l Land Office and onc·half ( 1n11o 1hc o"'ncr of 1hc sool If 1hc shul·on ool or cas roy•hy IS pood. 1hc lase shall be consodcred In be 1 
producing lase lnd lhc poymcnl Shall CX1cnd lhc lcrm o f lhc lease for I penod of one year from lhc end of lhc promary lcrm. or from lhc firSI d1y of lhc mnnlh 
follo wmg the month an \lth1ch Pfoducuon cc::ascd. and, after thlt , tf no suttablc producuon &cahucs or suttablc mar\:e1 for the 011 or ps cxtSlS. Lessee may extend the 
lase for four more sutccss•vc pcr•ocb of one (I) year by payanc the same amount ach year on or before the cJCptrat JOn of cac.h shuHn )car 

15 COMPENSATORY ROYAL TIES If. duron&lhc penod I he lease IS ~cpl on ciTca by poymcn1 of1hc shul·on ool or cas roy1loy. ool 01 gu os sold and 
delivered 1n pay•n& quanllltcs from a ...,cll loated wtthtn o ne thousand t 1.000) feel orchc lased Pfem1ses and completed '"the same produc1ng resc:r .. ou, or an any ease 
'" wh1ch dr~•na&e es oceurrans che oght to continue 10 matntllen the lease by payeng chc shut -en oel Of gas royalty shall cc:.asc. but the lease $hall rc:ma1n etfecu .. e ror 1hc 
r<moondcs oflhc year for whoch I he roy11ly has been pood The Lessee may m•onLaon lhc lease for fO<lr more succcssovc years by Lessee poyona compensaiOI)' roy1loy 11 
the royalty ra1e ptov1ded '"the lease or1hc market Ylluc or production from 1he well caus1ng the draanase ot wtuch IS comptc1ed 1n the same produc1ng rc.scr..,ou and 
wilhin one lhousand ( 1.000) feel of lhc leased pre moses. The compensa1ory rO)III)' IS 10 be poid mon1hly, one-half (ln)lo lhc Commossooncr of I he Gene~ I Land 
Office •nd onc-half(ln)lo 1hc owner oflhc sool. beconnonc oa or before 1hc la11 dly oflhc mon1h followina 1hc monlh uo whoch lhc ool or cas IS produced from I he well 
c:ousing I he dninagc or thai IS complc1cd in 1hc same producon& rc$C1Voir and localed wilhon one 1housand ( 1.000) fca of lhc leased prcmoscs If lhc compcnsaiOI)' 
royaloy poid in 1ny 12·monlh pcnod is in 1n amounllcss 1han lhc 1nnu1l shul·on o~ or gu roylll)', LesS« shall poy 1n 1moun1 cqu1l1o lhc do !Terence wolhon lh irty (30) 
days from lhc end oflhc 12·monlh period. CompensaiOI)' roy1lry poymcniS which arc noolimcly poid woll1ccnoc penaloy 1nd onlcrCSI on ltoordlncc w11h P1rognoph 9 of 
lhiS lease .. None o(thcsc PfOVIStOns Will relieve Lcuce or the obltphon or reasonable dcvelopmcnt nOf' the Obllptlon to dnll offsd wells IS ptOV! dcd '" Teus NaNni 
Resources Code 52 I 13. howcvu. at the detcrmmauon o(thc CommtU!oner. &nd wnh I he CommiSSioner's \lio'Tinen approval . the paymcnl or compensatory royalties can 
sausfy the obl•&atlon to dull offset .... ells 

16 RET AI NED ACREAGE. Nolwolhsandong •ny prOVISIOn oflhiS lease IO lhc cont~ry. Iller. "'ell producong or capable or producon& ool 01 , .. has 
b.:cn complcu:d on the leased prcm•ses. Lessee s.h.lll exerc1sc: the diligence or a reasonably pn.~dent operator 1n dulhn& such add111on.al well Of ""ells u may be 
rc:~sunably neces~ry ror the proper development o rchc leased pem1scs and in marketing the ptoducuon rhc.rcon 

(A) VERTICAL· In lhc cvcnllhis lease IS on force 1nd ciTccltwo (2) years 1ftcr 1hc cxporollon dale oflhc promary or cx1cnded 1crm 11 sh1ll1hcn 1crmono1c 
as 10 •II of I he leased premiSes, EXCEPT ( l l 40 1crcs surr011ndong each ool well apoblc of producong on poying qu1n111ocs and 320 1crcs surr011ndona coch gos "'e ll 
copoblc of producln& on poyong quan101ics (ineludong 1 shuHn ool or gos well as provided on Plrognoph 14 hereof). 01 1 "'ell upon whoch Lessee IS 1hcn cngogcd on 
conrinuous dnlhng or rc.....,ork1ng opcr~uons. or (2) &hc number of acres 1ncluded m a produc1ng pooled unu pursuan1 10 Texas Nalunl Re.sourccs Code 52 15 1·)2 Ul. 
or (l) such &tcatct or lc.ucr numbct ofaac s as may then be allocalcd (Ot pfoducuon purposes 101 pronuon un11 fOt c:ach such ptoduc1nc ~Acll undctthe rules and 
rcgula1tons of the Raelroad Comm1ss1on of Texas, 01 any successor agency, or ocher &O~cmmcnt:al auchor•ry h.J..,•n&Junsd•ct•on If at any hmc afta the ctrecHvc cbte or 
lhc ponoal 1crmona1oon provosooas hereof. lhc 1pplocablc field Nics 1rc changed or 1hc well or "'ells loa1cd lhcrcon 1rc rcclusoficd so 1ha1 less •crcacc IS 1hercoftcr 
alloa.lcd 10 Slid 'ACII Of .... ells: (or produa.on purposes. Uus tease shall thereupon tc.rmll\lle u to allacrcace nollhctcaf\er allocated 10 satd 'ACII Of .... -ens ror ptoduchon 
purposes. Nocw.thswndln&lhe tcrmin.ation o f lhis Ieese u 10 a pon10n of the lands covered hereby. Lessee s hill ncvenhcless conunuc to have the 111h1 or lftiSCSS 10 and 
egress from lhc lands Sllll subjccl 10 lhis lcosc for •II purposes described in Plrognoph I hcrco( 1ogc1hcr wuh cascmcn1s 1nd roghls-of·woy for CXISIIng roads. cx1S11n1 
pipelines and othct exi.s1ing faciliucs on , over a nd across a lithe lands dcsaibcd in Pan graph I he: reo( (•the rcwined lands·). ror access to and from the rctamod lands 
and for I he gaohcring or onnspona1ion of oi l, gas and Olhcr moncrols produced from I he rclloned l1nds 

(0) HORJZONTAL In lhe eYcnllhiS lease IS In force and effec:tlwo (2) yan after lhe CX'plfiiiiOn dale or the pnmary or eX1endcd lcrm II shall flmhcr 
lcrmlnatc IS to all depths below 100 reel below the 104.11 depth dfllled (hereinafter ·dcepc:r depctu•) 1ft each .... ctl loatcd on acrc:aae rcu•ncd In Panpph 16 (A) abo"e. 
unless on 01 before 1"'0 (2) ycaruftcr lhc pr1mary 01 clC1cndcd lcrm Lessee poys an arnounl c:qu111o one-half( In) oflhc bonus ongonally pood IS consode~lloa for I hiS 
lcuc (IS spcc:1ficd on po&c I hcscof) If such 1moun1 os pood. lhos lase shall be on force and ciT CCI as 10 such dccpct dcplhs. 1nd saod 1amona11oa shall be dcl•ycd rot 1n 
1ddiuonal pcrood ofowo (2) yars and so loag lhercofter u ool 01 psIS produced on poy1n1 qu1n1o11cs from such deeper dcpehs oo•cred by lhiS lease 

(C) IDENTIFICATION AND FILfNG The surfllcc ICICigc rtlloned hcsC11ndcr IS 10 coch well shall, as nc.tly u pnc1ial, be In lhc form of 1 squatc ""'"' 
lhc well loca1cd in lhc ccn1cr lhcrco( 01 such olher shape as moy be 1pproved by lhc Commissioner of 1hc Gcn~l Land Offocc. Wolhon lhorty (30) days 1ftcr pono1l 
lerminallon o flh isleasc u provodcd herein, Lessee shall cxccu1c and record 1 release or rclcucs con11oning 1 sausfoaory lcgol dcscnpeoon oflhc •crease 1ndi01 dcpohs 
no1 rcoaincd hercundcs. The recorded release. or a ccnificd copy of same. shall be filed in lhc Gcncrol L1nd Offocc, 1ccomponocd by lhc filin& fcc prcscnbed by lhc 
General Land O ffice rules in effect on the date the re lease is filed. If Les.sc.c ra1ls or refu.scs to execute and record such rdc:asc or relascs wuhin nindy (90) days after 
b.:ing requested to do so by 1he General Land Office. then the Comm1ssioncr at h1s sole d•sacllon may dcs1gnate by wnnen 1nsrrument the acreage and/or depchs 10 be 
released hereunder 1nd record such onstnJmcnl 11 Lessee's expense on lhc c011nl)' or counucs where 1hc lease IS loca1cd and 1n 1hc officoal records of lhc Gcncrol Land 
Office 1nd such dcsognaloon shall be bondong upon Lessee for all purposes. 

17 OFFSET WELLS. Ncuher lhc bonus, dcl1y rcniiiS. nor royolucs pood, or 10 be pood. under lhiS lcuc shall rcloc>c Lessee of hiS oblogouoa 10 prorca 
the oil and ps undctthe abovc~c.sc;nbcd land from bc•n& dn1ncd Lessee, sublc.sscc. rcce•vet or ocher acc.nt m c:onuol or the lc:ucd prem1scs shall dn11 u rNny "'ells 
as lhc &ru may jusoify 1nd shall usc 1ppropri11c mcatiS •nd drilllo 1 dcplh ncccuary 10 prcvcnl undue dninosc of oil and cas &om I he leo sed prcmoscs, In 1ddi1oon. of 
ool •ndlor cas sh011ld be produced in commcrci•l quan1i11cs wothin 1,000 feel of 1hc lcoscd prcmoscs, 01 on 1ny case where 1hc lc.scd prcmoscs is beona dnoncd by 
produaion of oil 01 gas,lhc Lessee , sublessee, receiver 01 Olher •acnl in control o flhc lcucd premises shall on good fo uh begin lhc dnlling of• well or wells upon lhc 
leased premises within 100 days after the dra1nma well or "'ells or the well or wells completed w11h1n 1,000 reel o f 1hc leased prcm1SCS st.a.n pc-oduCIO& 1n commcrc11l 
quan1i1ics 1nd shall proscculc such dt1llinc wilh dologcncc F1olurc 10 sausfy 1hc s1.1ruoory o1Tse1 oblipllon moy subJccl lhiS lease 1nd 1hc owner of lhc sool's 1gcncy 
righl.s 10 rorrenurc. Only upon I he dctctminauon or the CommiSSIOner of the General Land Office and With hiS wnncn approval may the plyment or compensatory 
roy•loy undcs1pplicablc Slllulory poromclcrs sausfy lhc oblipllon 10 dnll•n o1Tsc1 "'ell or wells rcquorcd undct lhiS porognoph 

1&. FORCE MAJEURE. I( 1fta 1 &ood &olh elTon, Lessee IS prcvcnlcd from complyong wuh 1ny express or omplocd covcnanl of lhiS lc.sc, from 
conduclin& drill ing opera nons on 1hc leased prcrNscs, or from producong ool 01 gos from lhc lased pre moses by reason of war, rcbcllooa, nors, Sln~CS. ICU of God. or 
any valid ordct, N lc or rccul11ion of govcmmcnl 1ulhonry, 1hcn while so prcvcnled, L='s oblop110n 10 comply Wllh such covcnanl shall be suspended and Lessee 
shall nor be lioblc for dlmaccs for f:oolurc 10 comply wolh such covcnonos: 1ddi1ionolly, lhos lease shall be mended whole Lessee os prcvcnlcd. by •ny such cause. from 
conduc1ing drillin& and rcw011c ing o~11ons or from producona ool 01 gos from 1hc leased premiSes. However, noohona on lhiS porogroph shall suspend lhc poymcn1 of 
dcl3y rentals 1n order 10 m11nta1n thiS lease in cffea dunng I he pnmary tcnn In the absence or such dnlhn& or reworking OptriiiOnS Of' production O( Oil Or giS 
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t Q WARRANTY CLA US F. T he 0 ""11CJ of the "''' \lo'Jrrants and agrees to defend t~c to the leased rwcmt~S If the O¥o.,tt o f the soli dcfauhs ' " pa~·mcntc. 
o""oJ on the leased prcmtses. then Lessee 11'\a) redeem the rtJhiS nf the a """ ncr of the sot I m the lcaKd prcmtscs hy pa)''"l •ny monpgc. taxes Of othc.r hens on the 
Ia sod ptcmtscs If Lcucc makes P~ymcnlS an he hair of1hc o""ncr of the sot I under lhts pangraph. Lessee nuy r«o "'cr the cos1 of thc.JC pa,..-ma"IIS fTom the rental and 
ro~lhtcs due the owner of the sot I 

20 (ill PROPORTIONiiTE REDUCTION CLAUSE 1r1hc owner or1hc sool owns less 1han lhc enure undovoded surr.cc <SUI< on lhcabovc dcscrobed 
l~nd. whether or nOI Lessee's tntcrcst ts spcctlicd herem. then 1hc royalllcs and rcnUil hc:rctn provtdcd 10 be petd 10 I he owner of the SOt I shall be petd lo htm m the 
proponton whtch hts tntcrc~ bears 10 the enure undtvtdcd surface estate and 1hc royalttcs and rcnul hcrctn JWOVtdcd to be patd to the Convntsstoncr of 1hc: General 
Land Office or lhc Stale o r Texas s hall be hkcwosc proponoonalcly reduced However, berorc Luscc ldJUSIS lh< royal!)' or rental due 10 lh< Commi$SIOn<r or lhc 
Ccnenl Land Office, Lessee or h1s authonzcd representative must subm11 to the CommtlStOncr or 1hc General Land Office • wnncn stalcmcnl wh tch c xplems the 
dtscrcpancy between the tntercst purponedly leased under thts lease and the acrual tntcrest owned by rhe owner of the SOli The Commtssioner or I he General Land 
Office shall be paid the value Of the whole prodUCIIOn alloable 10 1ny undiVIded tnlc:teSI nOt covered by I lase. less the pt'Oponlonale development and prodUChOO COS1 
allocable to such unc:hvtdcd 1ntercsc Howcvtt, '"no event shall the Comm1s.stonu of the General Land Office recceve as a royalty on 1hc cross producuon alloabte tn 
the u ndevedcd 1n1erest not leased an amount less than the value of one·StX1ccnth ( 1/ 16) of such gross pt"oduction 

(8) REDUCTCON OF PAYMENTS. lr. during lh< pnmary IC1'm, I ponion orlhcland covered by llm lcasc IS Included wuhon lhc boundarocs o ra 
pooled unit that has been apJ)(ovcd by the School Land Board and the owner oflhe soil in acc.ord.ance with Natural Resources Code Secdons $2. 1 51·52.1$4, oft( at any 
time aner the cxpincion orlhc. primary rcnn o r the extended term. this lease covers alcs.scr number or acres than the total amount dc:scnbcd here in. peymc:nas th.ltare 
made on a pc.r acre basis hereunder shall be reduced accordena to the number ofer:res pooled. relca.scd. surrendered. or othUW~sc .severed, so that p1ymcnts ddcrmJncd 
on a per aac. blsis under the: terms or1his lease during the: primary term shall be: c:alculllcd bescd upon the numbct oraaes outstdc 1hc boundanes of a pooled unn. or. 
ora ncr lhC cxpi r111on o rlh< promary IC1'm, the number oraercs aaually ICtaoncd and C.OVCICd by lhiS !case 

21 USE OF WATER Lcsscc shall havclhc ro&hllo usc walcr produced on saod land necessary l'ot opcnuons under lhos lease cxc<pe wala !'rom "'ells or 
unls of the ownc:t o( Lhc: 5011, ptO\Itded. ho~cver , Les.scc shall no1 usc pouble watc.r Of watCf SU1t.1ble (Ot ltves~ock or UTipuon purposes for watcrllood opcnuons 
~1t.hout the pnor consent or the: owner of the SOil 

22 illfTHORCZED DAMAGES L<SS<c shall poy 1hc owner o r 1hc soli for damaacs caused by iiS opcn1ions 10 all personal property, improvcmcniS. 
livestock and crops on said land 

2J PIPEUNE DEPTH When requested by lhc owner or1hc soil . Lessee shall bury us popelinu below plow depth 

24 WELL LOCi\ TION UMIT No well shall be drollcd nearer 1han 1wo hundred (200) rcc110 any house or b&rn now on said p<cmiscs wilhoul I he wrlllcn 
consent of t he owner o ft he so•l 

U POLLlfTION In dcvclopong 1hos arca, Lessee shall usc 1hc hi&h<st d<tv<< or care and all proper sorc,uards 10 prcvc nl pollulion Wolhoullomolln& 1hc 
foregoing. pollution of coastal wa1ands. narural waterways. nvcrs and tmpounded watu shall be prevented by the usc of conf.ltnmcnt ficehties sufficac.nt 10. prevent 
spillage, seepage or pound wa1cr contamonauon. In lh< cvcnl o r polluuon, Luscc shall usc a ll mcans 11 liS dosposol 10 recapture all escaped hydroarbons or other 
pollutanl and shall be responsible ror all damage 10 publ ic and privalc propcnics. Lessee shall bu1ld and mainta in rcnecs around liS slush, sump, and dnonagc plls and 
tank b&ncrics so as 10 prorccl hvcS1ock againS1 loss. damage or on jury; and upon complcrion or ab&nclonmenl or any well or "'<lis. Lcsscc shall fill and level all slush 
p11s and cellars and complacly d ean up the drilhng silc or all rubbish thereon Lessee shall, .,.hilc c.onducllng opcnuons on lhclcased prcmoscs. keep saod pre moses &cc 
of all rubbish. cans. bonJcs. paper cups or prbase. and upon eompletton o f opcnuons shall rc.saore 1hc surface of the land to as nar tis anginal cond111on and contours 
as IS pnchablc Tanks and oquopmcnl woll be kept painlcd and presentable 

26 REMOV ill OF EQUIPMENT Subject 10 hmotallons on lhos paragraph, Lessee shall have I he n&hl 10 remove machoncry and liX1Urcs placed by Luscc 
on the leased prem1ses.. mclud1n1 the ng.ht to draw and remove taSinJ.. wuhtn one hundred t'tllcnry ( 120) days after the cxp1n11on or the tcrm1na11on ordus ICisc unless 
the o wner o r the SOli grants Lcuec an o:lc.nsion of th1s 12~y pcnod. However. Lcs.s.oc may not remove ca.seng from any 'tit'Cll cap~blc of produc1ng otl and ps 1n 
paying qu.anlilies. Additionally, le.ssce may not draw and remove us in& until after lhiny (30) days "'fin en nocice to the Commissioner of the General L..and O fftte and 
to the owner ofthe soil. The owner of the soil shall become the owner o r any machinery, fixrures. or easing which arc noc t imely removed by Lessee under the tcmu of 
!lois par1graph. 

21. (ill ASSIGNMENTS Under lhc condouons c.ontained on lhos paragraph and Para&r~ph 29 or lhos lease, lhc ngh1s and CSUIU or cilhcr party 10 lhiS 
lease rNy be assigned, in whole or en pan. and I he prov1s10ns ofthes lease shall extend 10 and be binding upon theu hc.1rs. devisees. legal rcpresc:nlltivcs. successors and 
assigns. However. 1 change or deviston m ownersh ip or the land. rentals. or royaltecs will nol enlarge the obl1gations of Lessee. dimmtsh the fl&hts. pnv1leges and 
estates of Lessee, impair the effectiveness or any payment made by Lessee or impatr the efTeccivencss o f any ad performed by Lc.sscc. And no chanae or d1v1sion 1n 
0"'11Crship or lhc land. rentals, or royallics shall bind Luscc ror any purpose unUIIhirty (JO) days aner I he o..,a or I he SOli (or ho> hcors, devisees, lcpl rcprcscntauvcs 
or a ssigns) furnishes the Lessee w i1h sa lis factory wrincn eVIdence or !he chan&< in owncrshop, includin& lhc on&inal recorded munomcnts or rille (ora certified copy or 
such original) when I he o..,crshop changed because or I conveyance. A Iota I or plltial assignmcnl o r this lease shall, 10 I he cxtcnl or lh< inlct<Sias.signed, rchcve and 
discharge Le1Sc:e of aU subscqucnl oblipttons under thi.s lease If this lease is assigned in its c.naircty as 10 only pan of1hc aacage, the right and ope ion to pey rentals 
s ilo II be apponioned .. between I he several owncts ratably, according 10 lhc area or cac h. and &olure by one or more o r them 10 poy h is share o r lh< rental shall nor 
affect I his lca.sc on the pan o r the land upon which pro rata rentals arc temcly peed or 1endaed. however, if the a.ssianor or as.signoc doc.s noc file a cc:neric:d copy of such 
assognmcn1 on the General land Office berorc lhc non rental paying dale, !he enure lc:asc shall 1umona1c ror liulurc lo pay the enure ren1al due undct Para&r~ph J 
Every assignee shall succeed 10 aU roghiS and be subJect 10 all oblogauons. hab1h11es, and pcnahou owed 10 I he Stale by the orogonallcsscc: or any proor auoan« or lhc 
lease. includtng any liabilities to the State for unpatd royalucs 

(8) i\SSCGNMENT LIMIT i\TCON. Norwnhstandonc any provosoon on Paravaph 21(a). or1hc owner or1hc sool acquorcs lhos lease on whole or on pod 
by as.soanmcnl ... 11houl lhe proor "'Ton en approval orlhc Comrrussioncr orlhc General Land Offitc. lhlllasc is vood IS orlhc lime or assognmcnland I he agency po"ct 
Oflhe Owner m.ty be for felled by the Comnussiona. An ISSIIJUllent Will be b'atcd as tfll were IN! de tO the O'Ana or the .SOIIIf lht I SSI &fiCC IS 

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

( l)a nominccorthc own.,. o r lhc soil: 
(2) a COr]Xlralion or s ubsidilll)' in which I he o wner or the soil is 1 pr incipal sux:kholdcr or is an employee or such a corporal ion or subsodiary, 
(3) a panncrship 1n whtch the: owner of the soil1s a panner or is 1n employc:c of such a pannershtp, 
(4) I pnncopal stockholder Or employee orlhc CorpGriiiOn whoch IS lhc owner orlhc SOli , 

($ ) a ~nncr or employee 1n a pannershtp wtuch 11 1hc ownc.r o f lhc sot l. 

••• ••• • • • • • • • • • • • • • 
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(6) a fiduc1ary for the ov.-ncr of the SOli. mclud•n& but not hmllcd to 1 guardtan, trusacc, cxccutor. admm•stntor. rccc•vcr , or conSCIVItOt·fOr the 
o~ncr of the soli; or 

(7) a fa moly member orohe owner orohe soot or rellled 10 ohe o""er orot.: soot by marnage, blood. or odopuon 
28 RELEASES. Under 1h<: condouons conoaoned on ohiS parognoph ond Porognph 29. Lessee may olony ume exccule ond del over 10 lhe owner orot.: soot 

and place ofrc(()(d 1 rclc:asc Of' releases cover in& any ponaon or pon.ons of the lca.sed prcm•.scs. and thereby surnndcr th1s lease u lO such pon1on or pon.ons. and be 

reloeved or all subsequenl obligaoions os 10 acreage surrendered trony pan orlhiS lase IS properly surrtndered.lhe dcloy r<noal due under !Ius lase shall be reduced by 
lhc proponion tho. I the surrendered acreage bean 10 the acreage which wu covucd by I.Jus lease •mmcdJJicly pnor to suc.h surrender, however , such release 't•nl1 not 
relieve Lessee ofeny liabilities which may h.avc 1ccrucd under this lease prior to the surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. troll or any pan orohos lease os as.sogned or released, such assognmen1 or release muso be recorded 
m the counry where the land IS situated, and the recorded instrument or 1 copy of the recorded msb'\lmcnt ccn ificd by the Counry Clerk of the county m wh1ch the 
inslnJmenl os recorded. muSI be filed on lhe Gencrol Land Office wilhin 90 days or ohe laso exccu1ion dale octomponoed by lhe prcscnbed lilon& rcc tr any such 
assignment is not so filed. the rights acquired under th1s lease shall be subject to forfenurc at the op11on o f the Comrrus.s1oner of the Oenenl Land Office 

30. DISCLOSURE CLAUSE All provosaons pcnaon•n& 10 !he lase or lh<: obo•c-<lescnbcd lond ha-. been oncluded on lhos ons1n1men1 oncludong !he 
sutcmcnt of the INC. consHScnuon to be ~ad for the execution of 1h1s lease and the n&,hu and duuc:s of the p~.necs My coUa1cnl apccmcnts conccm1nc the 
dcvclopmenl of oil and ps &om thc.lca.scd prcrruscs wh1ch arc n01 contamc:d 10 1his lase rcndct 1h1s lease innl1d 

3 I. FIDUCIIIRY DUTY The own<r orche SOil owes lhe Soalc 1 fidu<oory duryand mus1 fully dosclose any faCIS atTccung lhe Solie's onlercso 1n lhc lusc:d 
prcnusc:s. When the mlercsts of 1hc owner of the so1l conOtc:t ~Hh those of the State.. the: o~ncr of the SOli 1s obhptcd to put the Statc•s entcrcsu befOfc h1s personal 

J2. FORFEITURE. tr Lessee shall faol or refuse 10 malte I he pe~mcnl or ony sum wolhon lhuty da~s oftcr 11 becomes due, or of Les.sce or on ouohoroud 
ag~n1 should knoWlnaly rNke any talse return or &.Jsc report concenuna ptoducuon or dnlhn&;. or 1fle.sscc shall C.1l or refuse 10 dnll any off5d "ell or ~Wells 1n good 
rauh as required by law and the nJics and reaulouons odopl<d by lhe Commissioner or lhe Gcnenl Land Offiu. 0( .r Lessee should tiul IO lite reports '" lhe m.JMCf 

rcquued by law or tailoo comply wioh nJiu and regulouons promulpled by lhcGencrol Land Office, !he School Land B01rd. or !he Roolrood Commomon, or irLcs.sce 
should refuse the proper oulhoriry accus 10 lh<: records pcnainin& 10 operolions, or ir Lessee or on oulhoriud oaen1 should knowin&IY faO or refuse 1o give cancel 
informal ion lo lhe proper ouohoriry, or knowingly fail or refuse 10 furnish oh<: Gencrol Land Office 1 eorrccolog orony well, or of Lessee shall knowingly violale ony or 
the material provisions of this lease, or if this lease is assigned and the assignmenl is nol filed in lhc Genc.nl land Ofrtec a.s required by law, the ngtn.s acquucd under 
lh is lase shall be subjca 10 rorreilure by lhe Commis.sionc:t, ond "" shill rorfeil same when sufficoendy inrormed or'"" tacos which oulhoriu I rorfeioure. and when 
forfei1ed the 11ea shall apin be .subjca 10 lease undc:r the terms of the Rclinquishmcm Acl Ho .... cver, nothin& huc1n shall be: conSU\Icd IS WIIYin& 1hc auaonuuc 
termination ofth1s lc:asc: by operation oflaw oc by reason of any special hm1tatton arising hereunder Forfeirurcs may be set aside and lhis lease and all nghts thereunder 
rcmstatcd bc:fOfc the ll&hts of anothu m1c.rvc.nc upon sal isfictory cvuScncc to the Commissioner oft he Gcnenl Land Offiec of fururc compliance wnh the provu•ons of 
lhc law and o f lhis lease and the rules and rcg\llltions t hat may be adopcc:d relative hereto 

33. LIEN. In octordancc wioh Teus Nalurol Resources Code S2.136, 1he Soale shall have 1 first locn upon oil ool ond ps produocd from lhc 11a covered 
by I his lease 10 secure peymtnl or Ill unpeid royolry ond Olher sums or money I hal moy become due under !his lease. By ICCCp<oncc or I his lase, Lessee gr.niS lhe 
Soa1c, in addu ion 10 lhc lien provided by T eus Noou~l Resources Code 52. 136 ond ony oohcr opphcable soaiUiory hen, an cxprus oonnerual lien on ond sccunry 
intcrcsa in all leased mincnls in and CX1ncted from the leased prcrmsc:s .• all ptoc.cods which may acc.ruc to Lc.s.sec from I he sale of such lcaK-d minc.nls, ~hcthcr such 
proceeds uc held by Lessee or by 1 ohord party, ond oil 6xnlfcs on ond omprovemcnu 10 ohe lased premises used on conncaoon wuh lhc productoon or proc:csson& or 
such leased nuncrals in order to J«.Urc the payment of all royalucs or other &mounts due or 10 become due under thiS lease: and 10 Kcure peymcnl of any damages or 
loss lhal Lessor may sutTer by reason orLes.scu breach orony eoverw11 or cond11ion orohJS lase, wh<lhc:r express or omplocd. Tbos lo<n ond seaonoy inlc:t<SI moy be 
rorccloscd Wllh or wilhOUI coun proceedings on lhe miMct provoded in'"" Tille I, Chaplet 9 or lhe Texas BuslnCS.S ond Commerce Code. Lessee ogrccs lhal lhc 
Commissioner may require Lessee 10 exocule ond record such insuumenos o.s moy be rasonobly necessary 10 ooknowledge. 11t1ch 0< pc:rfcct !his lien Lessee hc:reby 
rcprc.s.cni.S thai there &R no prior or supcnor liens 11ising from and rclaung to Lessee's achYIIIts upon the above-dc.scnbcd propc:ny or &om Lessee's acqu1Sill0f1 o f 1h1s 
lease. Should the Commissioner at any lime dctc:rmine lhalthis rcptcscntauon IS not tNc. 1hcn the Commissioner may declare th1s lease forfcucd IS provided hcre1n 

H . POOLING. Lessee IS hereby gnonled lhe nglu 10 pool or unmu lh<: royolry ontcresl orohe owner ofohe soot unda !hiS lease Wllh ony oohcr leosehold 
or moncnl onlcr<SJ ror ohe exploraoion, dcvclopmenl ond produeroon of oil or ps or ell her or ohcm upon oh<: some ocnru IS shall be opproved by I he School Land B01rd 
and the Commwtonc:r of the General Land Otfkc for the poohn1 or unninng of the intaesa of the State undc:r thas lc:a.sc pursua.nt to Texas Narun.l Resources Code 
S2. 1 S 1·52. 1 Sl. The: owner of the soil agrees thatlhe incluston ofth1s prov1sion 1n th1s lease sat1sfic.s the cxccu1ion rcqulrcmcnls staled 1n Tcx.as Narural Resources Code 
52. 152. 

35. INDEMNITY. Lessee hereby releases ond doschar&es lhe Soaoe or Teu.s oEd lhe owner or lhe soot, ohm officers, employees, penners, ogenos, 
c.ontractors. subcontractors. gue:su, invitees, and their rcspcaive succ:csson and assigns. of and from all and any accionJ and cau.scs of ace tan of every narurc:. or other 
harm, includin& environmcnoal harm, ror which recovery or damages is sough I, includin&. bul noolimioed 10. oil losses ond expenses which on: caused by lhe octiviues 
of Lessc.c. itJ officus.. employees, and agents &rising OUI of, incidcntallo, or resulting from, che opera lions of or for Lessee on the lca.sc.d premises heteunder, or that 
moy &rise OUI or or be occosioned by Lessee's br<oth orony orlt.: lc:tms or provisions or !his Avec:menl, or by ony Olher negligtnl or strictly lioble ICI or emissoon or 
Lessee. Funhcr, Lessee hereby ogrees 10 be lioblc ror. e•onerooe, indemnify, derend ond hold harmless ohe Soale of Teus ond oh<: own<r or lhe soil, !heir officers, 
employees ond ogenls, lheir successors or assigns. opinso ony ond oil cloinu. liobililies. losses. damoges, oclions, personal on;ury (including daoh). cosu ond upenscs, 
or ooh<:r harm for which recovery or damaau is sough! under any lhoory including 10<1, oonlnc:t. or Slria lilbiliry. oncludon& onomcys' fees ond oohc:r lepl expenses. 
mcluding those rdatcd 10 environmental hazards. on the leased prcmise:s Ot many way rc.Jatcd to lessee's failure 10 comply with a.ny and all cnvironmc.m&l laws. 1hosc 
onsing from or in ony way rclooed 10 Lessee's open lions or ony olhc:t or Lessee's oaivi11es on ohc leased premise.; ohosc umng riom Lcsscc:'s usc or lhe surfoce or I he 
lca.scd prc.mi.scs; and those. lhat IT\IY ariK out of Of be occasioned by Lc.uec's breach of any of I he: lctms or proviuoru: of I has Apccmcnl or any ocher act or onuueon o f 
Lessee, ios dir<CIO<S. olfoccrs, employocs, pennon, oaents, oononaors. subcononaors. guests. onv11ecs, ond !heir respcaive succcsson ond asso&nL Each assignee: or I hiS 
Apccmcnt. or an inlcrc.st thaein. a.grc:cJ 10 be hable for. exonaa1e, tndcmnify. defend and hold harmlc..s.s the. State of Texas and lhc owner of the SOli, lhcU' officers. 
employeu. ond ogenu in lhe same maMa provided obove in COMeaion wilh lh<: octiviries or Lessee, ios olfoccrs. employocs. ond ogenu IS descn'bcd obovc. EXCEPT 
liS OTIIERWIS£ EXPRESSLY LIMITED ll £R£1N, /ILL O F THE INDEMNITY O BLIGATIONS ANDIOR LIABILIT I ES ASSUMED UNDER Til £ 
TERMS OF TillS AGREEMENT SIIIILL HE WITHOUT LIMITS AND WITIIOUT REGARD TO Til£ CIIUSE OR CAUSES TII£R£0F (EXCLUDING 
PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR Til£ NEGLIGENCE OF IINY PARTY OR PIIRTIES (INCLUDING Til £ NEGLIGENCE OF 
Till: INDEMNIFI ED PARTY), WHI:TH ER SUCH NEGLIGENCE B£ SOL£. JOINT. CONCURR£NT,I\CT1VE. OR PASSIVE. 

•• ••• • • • • • •• • • • • • ••• • 

••• • • • • • • 

True and Correct 
copy of 

Ongtnal filed in 
Reeves County 

Clerks Office 
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36 ENVIRONMENTAL HAZARDS. Lessee shall use the hoghest degree of care and reasonable safeguards to prevent contamination or pollution 
of any environmental medoum, includong sool, surface waters, groundwater, sedimenlS, and surfllce or subsurface strata, ambient aor or any other 
environmental medium in, on, or under, the leased premises, by any wasto, pollutant, or conlllmmant Lessee shall not brmg or permit to remain on the leased 
premises any asbestos eontainong materials, oxplosives, toxic materials, or substances regulated as hazardous wastes, hazardous matmals, hazardous 
substances (as the tc:nn "Hazardous Substance• is defoned in the Cornprehensove Environmental Response, Compensation and Liability Act (CERCLA), 42 
U.S. C. Sections 9601, et seq,), or toxic substances under any federal, state, or local law or regulotion ("Hazardous Motcrialsj, except ordinary products 
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. LESSEE'S 
VIQl.ATION OF TilE FOREGOING PROIIIBITION SllALL CONSTITUTE A MATERIAL BREACII AND DEFAULT IIEREUNDER A D 
LES EE SHALL INDEMNIFY, IIOLD HARMLESS AND DEFEND TilE STATE Of' TEXAS AND TilE OWNER Of' TilE OIL F'ROM A D 
AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSED BY OR ARISING OUT Of' (I) A VIOLATIO Of' TilE FOREGO! 'G PRORmiTION OR (11) Til E 
PRES£ CE. RELEA E. OR DISPOSAL OF ANY fiAZARDOUS i\IATERJALS ON, UNDER, OR ABOUT TilE LEASED PREt\11 ES DURING 
LESSEE'S OCCUPANCY OR CONTROL OF Til E LEASED PREMISES. LESSEE SIIALL CLEAN UP, REMOVE. REMEDY AND REPAIR 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE PRESENCE OR RELEASE Of' ANY HAZARDOUS 
MATERIALS IN, ON, UNDER, OR ABOUT TilE LEASED PREM ISES DURING LESSEE'S OCCUPANCY Of THE LEASED PREMISES IN 
CONFORMANCE WITII TilE REQUIREMENTS OF APPLICAIILE LAW. T illS INOEMNIFICATION ANO ASSUMPTION SHALL APPLY, 
IIUT IS NOT LIM ITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTLIER 
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE TilE STATE OF TEXAS AND Til E OWNER OF THE 
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON LEARNING OF TilE PRESENCE 
OF ANV fiAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE f'ROI\1 ANY GOVERNMENTAL AGENCY PERTAI lNG TO 
HAZARDOUS MATERIALS WltlCH MAY AFFECT TRE LEASED PREMISES. Til£ OBLIGATIONS OF LESSEE HEREUNDER SHALL 
SURVIVE Til E EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisiort5 ofTexas Natural Resources Code 52.171 throogh 52.190, commonly kno"n as 
t.he Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does 1101 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 mod of record in the county rceo<ds and in 
the Gmcral Land Office of the State ofTexas. Once the fding requirements found in Pan~V~~ph 39 of this lease have been satisfied, the effcctove date of this 
I= shill I be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of rceo<d in the office of the 
County Clerk in any county in which all or any pan of the leased premises is located, and ecnilied copies thereof must be filed in the General Land Office. 
This lease is not effective until a certified copy of this lease (which is made and ccrtifoed by the County Clerk from his records) is filed in the Goncral Land Of 
lice in accordance with Texas Natural Resources Code 52. 183. Additionally,this lease shall not be binding upon the Stat.e unless it recites the actual and true 
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to tho 
Gmcral Land Office. 

40. Rentals in the amount of$106.66 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(Y,) has been paid to the State ofToxas. Rental for the founh year in the amount ofSI0,720.13 has not been paid and if the founh year 
rental is not paid then this lease will expire. One half (IS) of the founh year rental will be paid to the Lessor and one half (IS) will be paid to the State of 
Texas. Rental for the fifth year is included in the fourth year rental and if the fourth year r tal is paid then no additional rentals an: due under this lease. 

LESSE 

BY: William A Chalfant 

TITLE: President 

STATE OF TEXAS 

BY· 

TITLE: Individually and as agent for the State of Texas 

Date /~ 

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

STATE OF TEXAS 

TITLE: Individually and as agent for the State of Texas 

Date--------- ------

True and Correct 
copy of 

Ongtnal filed in 
Reeves County 

Clerks Office 



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

• • 

-~~ STATE OF E'f. ft5 

COUNTY OF·~ r et 'L <> v t ''-' 

BOOK 71 7 

( INDIVIDUAL 
ACKNOWLEDGMEN1) 

PAGE 

Before me, !he undersigned authority, on lhis day personally appeared M~lba You ore. Maling in h~r sol• a nd 
separate prop<rty. known to me to be the persons whose names are subsaibcd to lhe foregoing instrument, and acknowledged 
to me thmlhey executed the same for !he purposes and oomiderlllion !herein expressed. 

•• 
•• • 

Given under my hand and seal of oflioe lhis !he ~y of Qcsfo £ e,...-

••• • • • • • • 

••• • • • • • 

N01ary Public in and for 

SABA$ RODRIGUEZ JR. 
Notary Pubic, State ol Texas 

My Comm.ss100 Expores 
Seplember 03, 2006 

• 2005. 

True and Correct 
copy of 

Ongtnal filed in 
Reeves County 
Clerks Office 

••• • • 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

Before me, the undersigned authority, on this day personally appeared William A. C halfant, 
known to me to be the person whose na me is subscribed to the foregoing instrument, as President of 
Chalfant 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 

Given under my hand and seal o f office this the day o f 

roc.:xoe>f Q__ ' 2005. 

® 
MASHALA K. CROSS 

Notary Pubhc. State of.Texas 
My Cornnussoon Etpues 

7·16·2008 

------- - · - . __ _..:.~ 

YILE NO. 5255 
DAY OF FTI.ED FOR RECORD ON' . THE._---'1~7.:....TR=---'--· 

DULY• RECORDED ON THE ., 18TH_ DAY OF 

BY: t= 
9 

QJ 1 ,._? 1!' e ) _,/, DEPUTY 

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

N ad\o. ()o. K , r dJOc:? 
Notary Public in and for the State of Texas 

True and Correct 
copy of 

Original filed in 
Reeves County 

ClerkS Office 

00 t»ktl\'f)U •"C tif"'t ·• . .. ••' • I I • >-'-L R£NTAI.. 
Oil USl P1 ~ ., ,_. · , • ~ r:AI.'S£ Ot t OLOt 
(lQ P,J,C( L' .... A I ,,, •o .. 
w 

; " • '•'Jfh t'DEIW. 

NOVEMBER A.D . 2005 {l: 28 P . K. 

NOVEMBER A.D. 2005 10:00 A.M. 

DIANNE 0. FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 

••• • ••• • • 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregotng s a full 1rue and correcl pholograpnrc copy of lhe 
ongmal record now m my lawful cuslody and possessron. as 1he same rs 
frled'recorded rn the public records of my oHrce found rn VOL 7-Jrl­
PAGE 242.... THRU -25.Q__. DEED RECORD 

I hereby cen,fred on -NCWEMR.ER-21. r2(}0 5 

. . .I 

••• ••• •• • •• • • • ~ • • • • • • • • • • • •• • • • • • •• • • • • • • • • ••• • ••• 



~LLIAM A. CHALFANT, CPL Ofc: (432) 684-9819 
Fax: (432) 682·2601 

E-mail: bill@chalfantproperties.com 

• •• • • • ••• • 
•••• • • •••• 
• 

•••• • • •••• 
•••• • • • • • 

• 
•••• • • • •• • 

September 26, 2005 

Mr. Drew Reid 

CHALFANT PROPERTIES, INC. 
{)if & §ai .f:taiill':J am/ <:Ptopnlui 

1502 NORTH BIG SPRING 

P. 0. BOX 3123 

M ID LAND, TEXAS 79702-3 123 

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

RE: SE/4 of Section 2, Block 54, 
T-5, T&P RR Co Survey 
Reeves County, Texas 

Dear Mr. Reid : 

I have reached an agreement with six surface owners under the above-captioned 
land . I have attached copies of the Oil and Gas Leases for these owners. 

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

I would like for the land office to approve the leases as to form and consideration. 
Please email your repl y of approval to : mast)ala@chalfantpropertte.s.com 

Sincerely, 

Will iam A. Chalfant, CPL 

WAC/ mkc 
enclosures 

-

AA PL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 

} ,. 
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W ILLIA M A. C HALFANT, CPL 

CHALFANT PROPE RTIES, INC. 

October 18, 2005 

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

RE: SE/4 of Section 2 

{);{ & f}a:. .f!w:.i"9 wuf (_j),opnli~:. 

1502 NORTH BIG SPRI NG 

P. 0. BOX 3123 

M IDLAND, TEXAS 79702-3 123 

Blk 54, T- 5, T&P RR Co Survey 
Reeves County, Texas 

Dear Mr. Reid : 

Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-miil.; ~l@chalfantproperties.com 

"' -c r-,.. ..... t:. I 1.; t_- , 
LS 0"-.,. ... c, ,.. .. "') 

• ' • I t• 
•J 

, ·-· I . . "' ..... , l • 
'~,. I 

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

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

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

Sincerely, 

WAC/mkc 
enclosures 

•• • ••• ••• • ••• • • • • • • • • • • • • • • • • •• • • • • • • • • • 
AA~(~ FIR~t 1..:oE(>{"N d f:NT LANDMAN OF THE YEAR 1998 - 1999 
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~ llll.A~ A. CI-I ALFANT, CPL Ofc: {432) 684-9819 
Fax: {432) 682-2601 

E-mail: bill@chalfantproperties.com 

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

• •••••• • • 

CHALFANT PROPERTIES, INC. 

November 10, 2005 

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

RE: Sect ion 2: SE/4 

{)i/ & 9•u .f!uuin'} and c:P>ojmti.c j 

1502 NORTH BIG SPRING 

P. 0. BOX 3 123 

M IDLAND, TEXAS 79702-3 123 

Block 54, T-5, T&P Ry Co Survey 
Reeves County, Texas 

Dear Mr. Reid: 

Enclosed please fi nd a certi f ied copy of Oil and Gas Lease f rom t he following: 

1. Oil and Gas Lease dated September 21, 2005, from The State of Texas, acting by 
and through its agent, Robert F. & Kathy M. Kelton, husband and wife, 
covering her interest in 26.667 net mineral acres. The State of Texas to receive 
lease bonus payment of $4,026.71. 

Also enclosed is a check in the amount of $4,151.77, 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/sss 

-
••• •• : Enclosures • • 

• •••••• • • 

AA PL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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PAY TO 

/ 
CHALFANT PROPERTIES INC. 

LEASE BONUS CLEARING ACCOUNT 
1432) 684·9819 
PO BOX3123 

MIDLAND, TX 79702 

THEORDER TEXA GE ERAL LAND OFFICE 
Of' 

~ '-I I 

-,1 
l s- ~-~ 0 ,. <..rr 

::z: :CJ .. -- : •l 

'"' .&:- " 
I rn 
0 -o 
( -· 
<.. ..... 

"" f •• 

r- r.- .. _, 

' ) 6( l 

WEST TEXAS NATIONAL BANK 
MIOl.ANO, TX 79701 

7262 

Date 11 / 1 0/2005 
$**4. 151.77 

Four Tilousand One llundrcd Filly-One and 77/ IOO** .... **************************H• DOLLARS 

TEXAS GENERAL LJ\ND OFFICE GJ 
1700 NOR Til CONGRE AYE . 
AU TIN, TX 7870 I 

cc 2. Blk 54. 15, I 

? 2 b 2 



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

E-mail: bill@chalfantproperties.com 

• •• • • • ••• • 
•••• • • •••• 

•••• • •••• 
• •••••• • • 

• •••••• • • 
• ······ • • 

CHALFANT PROPE RTIES, INC. 

November 10, 2005 

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

RE: Section 2: SE/4 

r!JJ 0 q}1H ..f:r.o.!>i119 a11J cJ:J,ojmliL!> 

1502 NORTH BIG SPRING 

P. 0. BOX 3123 

M IDLAND, TEXAS 79702-3 123 

Block 54, T-5, T&P RR Co Survey 
Reeves County, Texas 

Dear Mr. Reid : 

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

1. Oi l and Gas Lease dated September 21, 2005, from The State of Texas, acting by 
and through its agent, Janelda C. Bourke, dealing in her sole and separate 
property, covering her interest in 13.333 net mineral acres. The State of Texas to 
receive lease bonus payment of $2,013.32. 

Also enclosed is a check in the amount of $ 2 ,138.32, including lease bonus payment and a 
State filing fee of $125.00. 

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

Sincerely, 

<~ 
Wi ll iam A. Chalfant, CPL 
WAC/sss 
Enclosures 

AAP L's FIR ST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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PAY TO 

CHALFANT PAOPERTIE§>.! INC. 
LEASE BONUS CLEARING AC~;UUKT 

(432) 684-9819 
PO BOX3123 

MIDlAND. TX 79702 

THE ORDER TEXA. GENERAL LAND OFFICE 
OF 

I ~\ 

WEST TEXAS NAnONAL BANK u••r 
Date I Ill 0/2005 
S**2, 138.32 

Two Thousand One l lundrcd 'll1 irty-Eight and 321100********************************* 

7260 

DOLLARS 

TEXA GENERAL LAND OFFICE 6J 
1700 NOR Til CONGRE AVE . 
AUSTIN. TX 78701 

Memo Lease Bonus & tate Fil ing Fcc: E4 cc 2. Blk 54, TS. T 

72 (; 0 



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

E-mail: bill@chalfantproperties.com 

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

• •••••• • • 
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CHALFANT PROPERTIES, INC. 

November 10, 2005 

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

RE: Section 2: SE/4 

{);[ & §la.i ..f!t.a.iiny a.nd <J.>, of>£-.li£i 

1502 NORTH BIG SPRING 

P. 0. BOX 3123 

M IDLAND, TEXAS 79702-3 123 

Block 54, T- 5, T&P Ry Co Survey 
Reeves County, Texas 

Dear Mr. Reid: 

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

1. Oil and Gas Lease dated September 21, 2005, from The State of Texas, acting by 
and through its agent, Joanne Mcleod, dealing in her sole and separate 
property, covering her interest in 13.333 net mineral acres. The State of Texas to 
receive lease bonus payment of $2,013.33. 

Also enclosed is a check in the amount of $2,138.33, including lease bonus payment and a 
State filing fee of $125.00. 

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

Sincerely, 

Jlm4M4~wd 
Wi ll iam A. Chalfant, CPL 
WAC/sss 
Enclosures 

AA PL's FIRST INDEP ENDENT LANDMAN OF THE YEAR 1998 - 1999 
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/ 
CHALFANT PROPERTIES~.I.NC. 

LEASE BONUS CL£ARING ACCouNT 
(432. ) 684-9819 
PO. BOX3123 

WEST TEX.AS NATIONAL BANK 
MCI.ANO TX 79701 

7263 

PAY TO 

THEOROER 

Of 

MIDLAND, TX 79702 

T EX/\ GENER/\L L/\ND OFFI E 
Date 11110/2005 
$ **2.1 38.33 

Two TI1ousand One l lundrcd Thirty-Eight and 3311 00********************************* 

TEXA GENERAL LI\ND OFFICE 
1700 NOR Til ONGRES 1\ VE. 
1\U TIN. TX 7870 1 

Memo Lease Bonus & tate Filing Fcc: E4 cc 2. Blk 54. TS, T 

72[;3 

DOLlARS 



W ILLIAM A. CHA LFANT, CPL Ofc: {432) 684-9819 
Fax: (432) 682-2601 

E-mai l: bill@chalfantproperties.com 

• •• 
• 0 • 

••• • 
•••• • • .... 
• 

CHALFANT PROPERTI ES, INC. 

November 10, 2005 

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

RE: Section 2: SE/4 

cDJ & §a> ..Cuuin9 and <J.Jtop£tli~> 

1502 N ORTH BIG SPRI NG 

P. 0. BOX 3123 

MIDLAND, TEXAS 79702-3 123 

Block 54, T-5, T&P Ry Co Survey 
Reeves County, Texas 

Dear Mr. Reid: 

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

1. Oil and Gas Lease dated September 21, 2005, from The State of Texas, acting by 
and through its agent, Rose Ann Hatchett, dealing in her sole and separate 
property, covering her interest in 13.333 net mineral acres. The State of Texas to 
receive lease bonus payment of $2,013. 33. 

Also enclosed is a check in the amount of $2, 1 38.33, 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/sss 
Enclosures 

-.... 

AAPL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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CHALFANT PROPERTIES~ INC. 

LEASE BONUS CL.EARING ACCuUNT 
(~) 684-9819 
PO BOX3123 

WEST TEXAS NATIONAL BANK 
Mlli.A'-'0 TX 79701 

7261 

MIDlAND. TX 79702 I Il l 0/2005 
~ro ~~ 

:eORoER TEXA. GENERAL LAND OFFI E S**2.138.33 
Two Thousand One llundrcd Thirty-Eight and 33/ 100******************************* .. DOLLARS 

TEXAS GENERAL LAND OFFICE 
6J ... 

1700 NOR Til CONGR.E AVE. 
AU TIN. TX 7870 I 

Memo Lease Bonus & tate Fil ing Fcc: FA cc 2. Alk 54. TS. T 

7 2 b ~ 
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WI LLIAM A. CHALFANT, CPL Ofc: (432) 684-9819 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

CHALFANT PROPERTI ES, INC. 

November 29, 2005 

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

RE: Section 2: SE/4 

{)if & 0a> .£uuin9 and <:Ptopetlie> 

1502 NORTH BIG SPRING 

P. 0. BOX 3 123 

M ID LAND, TEXAS 79702-3 123 

Block 54, T-5, T&P Ry Co Survey 
Reeves County, Texas 

Dear Mr. Reid : 

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

1. Oil and Gas Lease dated September 21, 2005, from The State of Texas, acting bv 
and through its agent, Katherine Janell Kelton, dealing in her sole and 
separate property, covering her interest in 26.667 net mineral acres. The State of 
Texas to receive lease bonus payment of $4,026.7 1. 

Also enclosed is a check in the amount of $4,151.71, including lease bonus payment and a 
State fi ling fee of $125.00. 

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

Sincerely, 

Wil liam A. Chalfant, CPL 
WAC/sss 
Enclosures 

.. 

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

• • •••••• • 
•• • • • • • •• 

• • •• . . . •• • 
• 

•••• • • •••• 
• • •• • • • •• • 
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CHALFANT PROPERTIES INC. 
LEASE BONUS CLEARING ACCOUNT 

(432) 684·9819 
P.O. BOX3123 

WEST TEXAS NATIONAL BANK 
M%tNO T9701 

\d-\ 

7328 

PAY TO MIDLAND. TX 79702 I I /29/2005 
IHE"~~'R ~ate 
Of - TEX/\S GENERJ\L L/\ND OFFICE * *4.15 1. 7 1 

Four Thousand One llundrcd Fi fly-One and 711 100* ** ** *** • • • • • • • • • • • • • ** • • • • • • • • • • DOLlARS 

TEX/\S GENERJ\L LAND OFFICE 
1700 NOR Til CONGRESS 1\ YE. 
AUSTIN, TX 78701 

cc 2. Blk 54. T5. T+ f' 

732 8 

A ~ 
l.!..J -, 

~ ... 

osol.494s 

• • •••••• • 
•• • • • • • •• 

• 

• • •• • • • •• • 
• 

•••• • • • •• • 
• • •• • • • •• • 



W l.l.LIAM A. C HA LFANT, CPL ore: (432} 684-9819 
Fax: (432) 682-2601 

E-mail: bill@chalfantproperties.com 

CHALFANT PROPERTIES, INC. 

November 29, 2005 

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

RE: Section 2: SE/4 

OJ 0 f.}ai .f:caiUlJ am/ PtopnliLi 

1 502 ORTH BIG SPRI G 

P. 0 . BOX 3123 

M IDLAND, TEXAS 79702-3 123 

Block 54, T-5, T&P Ry Co Survey 
Reeves County, Texas 

Dear Mr. Reid: 

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

1. Oil and Gas Lease dated October 18, 2005, from The State of Texas, acting by 
and through its agent, Melba Younce, dealing in her sole and separate 
property, covering her interest in 53.334 net mineral acres. The State of Texas to 
receive lease bonus payment of $8,053.43. 

Also enclosed is a check in the amount of $8,178.43, including lease bonus payment and a 
State filing fee of $125.00. 

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

Sincerely, 

Wil liam A. Chalfant, CPL 
WAC/sss 
Enclosures 

AAPL's FIRST IND EPENDENT LANDMAN OF THE YEAR 1998 - 1999 

• 0 
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CHALFANT PROPERTlES.t iNC. / WEST TEXAS NATIONAL BANK 

LEASE BONUS CLEARING ACCoUNT MellAND rx 79701 
7330 

(432) 684·9819 -P O BOX 3123 
MIDlAND, TX 79702 

PAv ro ) ate I 1/29/2005 
;;;eOAoeR TEXAS GENERAL LAND OFFICE **8.178.43 

Eight Thousand One llundred cvcnty-Eight and 43/ 100***•• ••••• • ••**•** •••• ••• • DOLLARS 

TEXA GENERAL L.J\ND OFFI E 
6j ~' 

1700 OR Til CONGRE AVE. 
AUSTIN, TX 7870 1 

?330 
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. 
W ILLIAM A. CH ALFANT, CPL Ofc: (432) 684-9819 

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

CHALFANT PROPERTIES, INC. 

November 29, 2005 

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

RE: Section 2: SE/4 

{);[ 5 0ai ....Cuuin9 and <J\opc.<li£1 

1502 NORTH BIG SPRING 

P. 0. BOX 3 123 

MI D LAND, TEXAS 79702 -3123 

Block 54, T-5, T&P Ry Co Survey 
Reeves County, Texas 

Dear Mr. Reid: 

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

1. Oil and Gas Lease dated September 21, 2005, from The State of Texas, acting by 
and through its agent, Montie Frank Kelton, dealing in his sole and separate 
property, covering his interest in 13.333 net mineral acres. The State of Texas to 
receive lease bonus payment of $2,013.33. 

Also enclosed is a check in the amount of $2,138.33, including lease bonus payment and a 
State filing fee of $125.00. 

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

Sincerely, 

Wil liam A. Chalfant, CPL 
WAC/sss 
Enclosures 

AAPL' s FIRST INDEPENDENT LANDMAN OF TH E YE AR 1998 - 1 999 

• • •••••• • 
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CHALFANT PROPERTIES INC. 
LEASE BONUS CLEARING ACCOUNT 

(432) 684·9819 
PO BOX3123 

7329 

MIDLAND, TX 79702 
PAY TO I I 1/29/2005 
;;tor. R TEXA GENERAL LAND OfFI E ~;2, 138.33 

Two Thousand One llundrcd rhirty-Eight and 33/ IOO•••••••• •••*****••••flu•••••••• DOLLARS 

TEXA GE ERAL LAND OFFICE 

1700 NOR T i l CONGRE AVE. 
AUSTIN. TX 7870 I 

61 ~ 
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CHESAPEAK E OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 19, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 
••• • • • •• • 

• 
THE SUM OF $1 ,339.97 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 

9/21/2008 TO 9/21/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE/4 OF SEC 2, BLK 54, TWSP 5, T&PR SVY 

,YMENT OPTION TO EXTEND 

:ASE NUMBER TX1990067-004 LEASE DATE: 9/21/2005 

ENTRY NUMBER: 5254 :CORDED: BOOK 717 PAGE 233 

IR 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 

e attached check Is for the person(s) named above. Please date, sign 
:1 return the attached receipts on the day you receive it. If dnected to 
•ank, please deposit the amount to the cred•t fo the person(s) named 
ove and date, sign and return the receipt on the day you receiVe it. If 
rrespondence required, please make reference to lease number. 

PROSPECT: DIXIE LAND 

COUNTY/PARISH REEVES 

Acct: 

112 $2,679.93 FOR ADDITIONAL 2 YRS 

COPY FOR 
YOUR RECORDS 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

••• • • • •• • 
• 

•••• • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

1.339.97 

1.339.97 

000 

1.339.97 

36335 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848-6000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 3633S 

PAY 
TO 
THE 

ORDER 
OF 

...-o+.mu •• u~1 ,339 ' DOLLARS ' 97 ' 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 

08/19/2008 

AMOUNT 

$1,339.97 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

, LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 19, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 
••• • • • •• • 

• 
THE SUM OF $1,339.96 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 

IN AMOUNT STATED PURSUANT TO THE T ERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 
•• • • • • . .. 

9/21/2008 TO 9/21/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: BLOCK 54, SE4 SEC 2, T & P RR CO SURVEY 

1YMENT OPTION TO EXTEND 
:ASE NUMBER TX1990067-003 

:CORDED: BOOK 716 PAGE 118 

LEASE DATE: 9/21 /2005 

ENTRY NUMBER: 5045 

PROSPECT: DIXIE LAND 

COUNTY/PARISH REEVES 
>R 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 

A eel: 

2 YEAR LEASE EXTENSION 

COPY FOR 
YOUR RECORDS 

Subtotal 

••• • • • •• • 
• 

• •• • • • •••• 
•• • • • • •• • 

STATE TX 
AMOUNT 

1,339.96 

1,339 96 
e attached check is for the person(s) named above. Please date, sign 
::l return the attached receipts on the day you receive it. If directed to 
1ank, please deposit the amount to the credit fo the person(s) named 
ove and date, sign and return the receipt on the day you receive it. If 
rrespondence required, please make reference to lease number. 

Date Received ___________ ----i BANK SERVICE 

PAY 
TO 
THE 

ORDER 
OF 

Sign Here ___ C=-::::.Q.=...P.....:Y_ F.:..._O.=.!....:R,__ __ --l 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848·8000 

•"*•~•·•••••••••1 , 339 • DOLLARS • 96 • 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 _ _ Y_O_lJ_R--:R~.E;.:_:_~(::.....:-..(:.:....:) ?___;' :_"' - ---i 
TiUe 

DATE 

08/19/2008 

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

CHARGES 

Grand Total 

Check No. 

0.00 

1,339.96 

3633 ~ 

AMOUNT 

$1 ,339.96 

36332 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 19, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 
••• • • • •• • 

• THE SUM OF $1 ,339.96 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 

•• • • • • • •• 
9/21/2008 TO 9/21/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE 

1YMENT OPTION TO EXTEND 

:ASE NUMBER TX1990067-005 LEASE DATE: 9/21/2005 

ENTRY NUMBER: 5047 :CORDED: BOOK 716 PAGE 136 

>R 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 

PROSPECT: DIXIE LAND 

COUNTY/PARISH REEVES 

Acct: 
2 YEAR LEASE EXTENSION 

COPY FOR 
YOUR RECORDS 

IMPORTANT 
Subtotal 

••• • • • •• • 

•••• • • •••• 
•• • . . . 
•• • 

STATE TX 

AMOUNT 

1.339.96 

1,339.96 
e attached check is lor the person(s) named above. Please date, sign 
d return the attached receipts on the day you receive it. II directed to 
>ank, please deposit the amount to the credit lo the person(s) named 
ove and date, sign and return the receipt on the day you receive it. II 
rrespondence required, please make reference to lease number. 

BANK SERVICE 

PAY 
TO 

THE 
ORDER 

OF 

By ____________ ~~----------~ 
TiUe 

' *''IJIIiiMI# .. , •• !!l fRj.ii#FS"1 I!!• •• : I•*V'' sr: . I! Mzn:•s•: .. , 'llli r :r 1£1 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY. OK 73154 

405/848·8000 

~~~·~~~ .. ~~1 ,339 ' DOLLARS ' 96 • 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 

08/19/2008 

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

CHARGES 

Grand Total 

Check No. 

0.00 

1,339 96 

3633R 

AMOUNT 

S1 ,339.96 

36336 



CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA C ITY, OK 73154 
\. LEASE OBLIGATION DEPOSIT RECEIPT 

W E HAVE THIS DAY 
, ... 

TENDERED TO AUGUST 19, 2008 

COMMISSIONER OF THE GENERAL LAND ... 
• • • •• • 

THE S UM OF $1,339.96 D OLLARS FOR THE C REDIT OF PARTY OR PARTIES NAMED BELOW 

IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM •• • • • • • • • 
912112008 TO 912112010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: T&P RR BlockfSuffix: 54 Township: 5 Section: 2 Short Desc: BLOCK 54, SECTION 2, SE4, T & P RR CO SURVEY 

'AYMENT OPTION TO EXTEND 

.EASE NUMBER TX1990067-001 

IECORDED: BOOK 716 PAGE 109 

LEASE DATE: 9121 /2005 

ENTRY NUMBER: 5044 

PROSPECT: DIXIE LAND 

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: 

2 YEAR LEASE EXTENSION 

COPY FOR 
YOUR RECORDS 

Subtotal 

• • • • • • ••• 
• 

••• • • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

1,339.96 

1,339.96 
he attached check is for the person(s) named above. Please date, sign 
nd return the attached receipts on the day you receive it. If directed to 
bank, please deposit the amount to the credit fo the person(s) named 
:>eve and date, sign and return the receipt on the day you receive it. If 
Jrrespondence required, please make reference to lease number. 

Date ReceivecCOPY FOR BANK SERVICE 

PAY 
TO 

THE 
ORDER 

OF 

Sign HereYOUR RECORDS 
By ____________________________ ~ 

TiUe 

c; 'I'!!'• wc: rso.1 , + i i 111 IM:rs:j U • •• :.jn .+!!i!§• 1ft •''&0:"• np!. llt!''''f 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848·8000 

·~-•~••••••••1 ,339 • DOLLARS. 96 'CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

u•o 3 b 3 28 u• 

DATE 

08/19/2008 

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

CHARGES 
0.00 

Grand Total 
1,339.96 

Check No. 
36328 

363 2R 

AMOUNT 

$1 ,339.96 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUqUST 19, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND ••• • • • •• • 
THE SUM OF $2,680.03 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 

•• • • • • • •• 
9/21/2008 TO 9/21/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE/4 OF SEC 2, BLK 54, lWSP 5, T&PR SVY 

\YMENT OPTION TO EXTEND 

: ASE NUMBER TX1990067-006 LEASE DATE: 9/21 /2005 

ENTRY NUMBER: 5253 ::CORDED: BOOK 717 PAGE 224 

)R 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 

PROSPECT: DIXIE LAND 

COUNTY/PARISH REEVES 

Acct: 

1/2 $5,360.06 FOR ADDITIONAL 2 YRS 

COPY FOR 
YOUR RECORDS 

IMPORTANT 
Subtotal 

Date Received_-f++l-'-¥--+-"1-+1~----~ =~~'f'CE 
•e attached check 1S lor the person(s) named above. Please date, s1gn 
d return the attached receipts on the day you receive it. II directed to 
)ank, please deposit the amount to the credit lo the person(s) named 
oove and date, sign and return the receipt on the day you receive it. II 
•rrespondence required, please make reference to lease number. 

Sign Here Grand Total 

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

Ti~e 

ltlf!lWiWI#fO• •••)i I il:l\ji ... .. :.IU !fli!fi il 5"'·0:'. "*""•'''' 

••• • • • •• • 

•••• • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

2,680.03 

2,680.03 

0.00 

2,680.03 

36339 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CI'TY, OK 73154 

405/848-8000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 36339 

PAY 
TO 
THE 

ORDER 
OF 

•••nn•••n ••••••2,680 • DOLLARS • 03 • 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 

08/19/2008 

AMOUNT 

$2,680.03 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 19, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND ..... .. . . ... . 
THE SUM OF $2,680.03 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 .. .. 

• • • • • • 9/21 /2008 TO 9/21/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 
Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: BLOCK 54, SECTION 2, SE4, T & P RR CO SURVEY 

~YMENT OPTION TO EXTEND 

EASE NUMBER TX1 990067-002 

ECORDED: BOOK 716 PAGE 127 

LEASE DATE: 9/21 /2005 

ENTRY NUMBER: 5046 

PROSPECT: DIXIE LAND 

COUNTY/ PARISH REEVES 

JR 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: 

2 YEAR LEASE EXTENSION 

COPY FOR 
YOUR RECORDS 

Subtotal 

.. . 
• • • . , . 
. .. .. 

• • •• ? 4 

••• • • • ,. . 

STATE TX 

AMOUNT 

2,680.03 

2,680.03 
1e anached check is for the person(s) named above. Please date, sign 
1d return the attached receipts on the day you receive it. If directed to 
:>ank, please deposit the amount to the credit fo the person(s) named 
oove and date, sign and return the receipt on the day you receive it . If 
•rrespondence required, please make reference to lease number. 

BANK SERVICE 

PAY 
TO 
THE 

ORDER 
OF 

I# 111!1• Mitti:ji • • IIHI¢11#1!.1hi i i @ltl, l. \i!l% i I 111 -. II#Cit lU :;t ! 'lltffl! lf# 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLA.HOMA CITY, OK 73154 

405/848-8000 

~~-·-~-m·-2,680 • DOLLARS ' 03 • 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 

08/19/2008 

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

CHARGE S 

Grand Total 

Check No. 

0.00 

2,680.03 

3633 0 

AMOUNT 

52,680.03 

36330 



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

' I LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY SEPTEMBER 5 , 2008 

COMMISSIONER OF THE GENERAL LAND 

T ENDERED TO 

T HE SU M O F $5,360.06 DOLlARS FOR T HE C REDIT O F PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF T HE LEASE IDENTI FIED HEREIN , FOR THE PERIO D FROM 

10/18/2008 T O 10/18/2010 COVERING LESSOR'S INTEREST IN lAND D ESCRIBED AS : 

Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 2 Short Desc: SE/4 OF SEC 2, BLK 54, T-5, T&PR SVY 

PAYMENT OPTION TO EXTEND 
LEASE NUMBER TX1990067-007 
~ECORDED: BOOK 717 PAGE 242 

LEASE DATE: 10/18/2005 
ENTRY NUMBER: 5255 

PROSPECT: DIXIE LAND 
COUNTY/PARISH REEVES 

=OR CREDIT OF: 

017397 
Acct: 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 1/2 $10,720.13 FOR ADDITIONAL 2 YRS 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

COPY FOR 
YOUR RECORDS 

'he attached check is for the person(s) named above. Please date, s1gn 
1nd return the attached receipts on the day you receive it. If directed to 
1 bank, please deposit the amount to the credit to the person(s) named 
1bove and date, sign and return the receipt on the day you receive it. If 
:orrespondence required, please make reference to lease number. 

Date Received_~:::-:;:;~-,-.~n-------i 

Sign Here_-::-::=-:-..,.,...,..-rrr-..-.,t"'r't~~-----l 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

• •• • • • •••• 
STATE TX • 
AMOUNT 

. .. 
5.360.06 •• : ••• 

• 
•••• • • •••• 
•• • • • • •• • 

5,360.06 

0.00 

5,360.06 

36701 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/848·6000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 36701 

PAY 
TO 

THE 
ORDER 

OF 

. .. ............ n •5,360 • DOLLARS • 06 • 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 

09/05/2008 

AMOUNT 

$5,360.06 

CHESAPEAKE OPERATING, INC. 
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August 19, 20 I 0 

Craig Barnard, CPL 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

-y 
Re: State Lease MF I 05983¢ SE/4 Sec 2, Blk 54, T5, T&P RR Co Survey, Reeves Co TX 

JoaiUte McLeod, as agent for State ofTX, Book 716, page+%­
~ J0 9 

Dear Mr. Barnard : 

Enclosed is a copy of Chesapeake check no. 18154 7 dated August 12, 20 I 0, which check 
purports to be a 2 yea r lease ex tension on the referenced State Lease. The primary term of the 
referenced State Lease will expire on September 21, 20 I 0. Without a producing well or a well 
capable of producing under this lease, there is no provision for a lease extension. 

The referenced lease is an undivided interest under the subject property. There are an add itional 
six leases with the same description which also will expire on September 21, 20 I 0. 

We do not understand why this check was submitted. We welcome your explanation for it. You 
may request, in writing, a refund of the amount of the check, $1339.96. 

I look forward to hearing from you concerning the purpose for this check. 

~~ 
Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
51 2-475-1579 
512-475- 1543 (fax) 
harriet.d unne@glo .state. tx. us 

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

Posr Office Box 12873 • Ausrin, Texas 78711 2873 

512- 463-5001 • 800-998-4G LO 

www.glo.state.tx.us 



. 
CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 7~ 1 ~4 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 12, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $1.339.96 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 9/21/20 10 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED A S: 

TO 9/21/2012 

TOWNSHIP: 5 RANGE: SECTION. 2 BLOCK: 54/ SURVEY: T&P RR COUNTY: REEVES SHORT DESC: BLOCK 54, SECTION 2. SE4, T & P RR 

[f!::t 0/or l 

~ IT:© IT: [C w rb 1m 
ml AUG 1 7 2010 illJ i0710674 

LEASE DATE: 9/2 1/2005 

ENTRY NUMBER: 5044 

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

COMMISSIONER OF THE GENERAL LAND 

OFTHESTATEOFTEXAS 

1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

ACCT: AMOUNT 

2 YEAR LEASE EXTENSION $1,339.96 

PLEASE SIGN 
AND RETURN 

f 

t~t?lf 
12/ 

IMPORTANT Subtotal $1 ,339.96 

The attached check IS tor the personlsl named above. Please date. 
sign and retutn the anached receipts on the day you receive h. If 
directed to a bank, please depos11 the amount to the credit of the 
person(s) named above and date. sign and return the r eceipt on the 
day you recieve h. It conespondence required, please make reference 
to lease number. 

Date Received ___________ -1 

Sign Here -----------------1 

BY----------~~--------------~ Tolle 

BANK SERVICE 
CHARGE 

Grand Total 

Check No. 

$.00 

$1,339.96 

18 1547 

Amount 
~1.339 .96 

:lJoto AFTER 110 DAY.S 
NO THIRD 'PARlYENDdRSEMENTS 

~ . -





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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 12 , 201 0 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $ 1 ,339.96 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 

PURSUANT T O THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 9 /2 1/2010 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TO 9 /2 1/2012 

TOWNSHIP: 5 RANGE: SECTION: 2 BLOCK: 54/ SURVEY: T&P RR COUNTY: REEVES SHORT DESC: BLOCK 54, SECTION 2. SE4, T & P RR 

10710674 

• •••• • PAYMENT: OPTION TO EXTEND 
•• •• LEA3E NUMoER: TX1990067-001 LEASE DATE: 9/21 /2005 PROSPECT: DIXIE LAND 

•••••= RECORDED BOOK: 716 PAGE: 109 ENTRY NUMBER: 5044 CO UNTY/PARISH:REEVES 
• • 

STATE: TX 
AMOUNT • FOR CREDIT OF: ACC~: . -/-,., 0 . 

• • 017397 COMMISSIONER OF THE GENERAL LAND _.-~ 
: • • •• OF THE STATE OF TEXAS 2 YEAR LEASE EXTENSION 

• •••••• • • 
1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

~$1 ,339 .96 

• . .. 
• • • • •• 

AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT Subto tal 

The au ached check IS for the person(s) named above. Please date. 
stgn and return the attached reee•pts on tho day you reee1ve lt . If 
d~rected to a bank. please deposit the amount to the cred•t of the 
personls) named above and date, s1gn and return the rece1pt on the 
day you recleve •t . It correspondence requ1red, please make reference 
to lease number. 

Date Received ____________ -! BANK SERVICE 

CHARGE 
Sign Here ---------------1 

Grand To tal 

BY----------~~-----------------4 T•tle Ch eck No . 

\y\ 

$1 ,339 .96 

$.00 

$1 .339.96 

1B1 547 



C H ESAPEAKE O PERATING, INC. P.O . BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY AUGUST 12, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $ 1,339.96 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 9 /21 /2010 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TO 9 /21 /2012 

TOWNSHIP: 5 RANGE: SECTION: 2 BLOCK: 54/ SURVEY: T&P AA COUNTY: REEVES SHOAT DESC: BLOCK 54, SECTION 2, SE4, T & P AA 

• •••• • PAYMENT : OPTION TO EXTEND •••• 
• LEASE NUMBER: TX1990067-001 LEASE DATE: 9/21/2005 

ENTRY NUMBER: 5044 
ACCT: 

PROSPECT: DIXIE LAND 
COUNTY/ PARISH:REEVES •:•••: RECORDED BOOK: 716 PAGE: 109 STATE: TX 

AMOUNT • FOR CREDIT OF: 

:. • 017397 COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS • • •• 
• •••••• • • 

• 
••• • • • ••• 

2 YEAR LEASE EXTENSION 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

COPY FOR 
YOUR RECORDS 

IMPORTANT Subtotal 

The anached check rs tor the personls) named above. Please date. 
s•gn and return the auached rece•pts on the day you recetve 11. If 
drrected to a bank, please dePOSit the amount to the credit ol the 
personls) named above and date, Sign and return the recerpt on the 
day you rectcve •t . If cou espc>ndonce requ~red. please make reference 
to lease number. 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City, OK 73154 

Date Received-------------1 BANK SERVICE 
CHARGE 

Sign Here - --------------! 
Grand Total 

BY-----~~--------~ Title Check No. 

Bank of Oklahoma, N.A . 
Oklahoma Crtr. OK 

$1 ,339.96 

$1 ,339 .96 

$.00 

$1,339.96 

181547 

181547 

Date 
AUGUST 12, 2010 

Amount 

$1 ,339 .96 

ONE THOUSAND THREE HUNDRED THIRTY-NINE AND 96 /100 Dollars • • • ' • • • • • •' * * 

Pay to 
The 
Order 
of 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 
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