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TriiiSaCtill # 491 3 

L8SS11': Pirtle, Bobbie Sherwood 

LBSS88: Chalfant Properties, Inc. 

l£AIE IIII:RJITIIN 

COII1ty PIN# 
REEVES <' hlv--1 .. _ 

t.lP .lJ> 1- r;.n-e-v5'1 

TERMIIfHRBI 

Prirul'y T ll'llt 15 years 

Roms/ A~ra: L $3oo.oo 1 

Rontal/ Acre: r $1 .oo 1 

Royalty: [!Is 

RAL REVIEW SHEET 

C!Oofjst: R. Widmayer 

L83S8 Date: 9/7/2005 

Acres: 26.667 

Baso~No Pm't Soc. BID Twp SUrvoy 
129251 N/2SW/4 6 54 05S T & P RY CO 

TIRMI RECM1r.HID 

Prila'y T 111'111 Is years 

Boms/Acro $300.00 

Roo tal/ Aero c $1 .00 

Royalty 1/5 

Ut 0 

Abst# 
4056 

Datu Torm Boous/Ac. Rllltai/Ac. Roymty !IstRe 
L~t l83S8 

C00111111ts: § entals paid up for 2nd and 3rd years. 4th year rental will be $200.00 er acre. J 

Tuesday, September 20, 2005 



RELINQUIS:ffMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 20-Sep-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chalfant Properties, Inc. 

Prim. Term: 5 years 

Royalty: 1/5 

Consideration 

Bonus/Acre 

Rental/ Acre 

County: 

$300.00 

$1.00 

Recommended: I()~ 
Not Recommended: 

Date: .3 · ?..O·o -J 

----

REEVES 

Comments: Rentals paid up for 2nd and 3rd years. 4th year rental will be $200.00 per acre. 

V'_Lease Form 

Recommended: fldt/ 
I 

Not Recommended: ___ _ 

Comments: 

Louis Renaud, Deputy Conunissioner 

Recommended: f"d<IL-
Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: v}(J 
Not Recommended: ----

Larry Laine, Chief Clerk 

Approved: ~ 
Not Approved: ___ _ 

10ner 

Date: _....:..7L/t_7.L._~.:.....:<''r":____ 

Date: ( o /; f los 
I I 

Date: JO(ttfof 
I ( 

Date: --~...l..!:....d/L:...l_o l_u_1_ 

l( 
Date: _____ _ 
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I Genernl Land Office 
Relinquishment Act Lease Form 
Revised. September 1997 

OIL AND GAS LEASE 

TI~IS AGREEMENT is made and entcn:d into this 7th day of September, 2005, between the State of Texas, acting by and through its agen~ 
Bobbie Sherwood Pirtle, d<Jlling in her sole and separate property of PO Box 509, Tyler, TX 75710 said agent herein refcrrul to as the owner of the 
soil (whether one or more), and CHALFANT PROPERTIES, INC .• of PO BOX 3123, Midland, Texas 79702 hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the State ofTexas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for the sole 
and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, 
telephone lines ond other stn •ctures thereon. to produce, save, take care of. trent ond trnnsport said products of the lease, the following londs situated in 
REEVES County, Stole ofTexas, t()-wit: 

Center 113 of NnSW/4 of cction 6, Block 54, Township S, T&P lly. Co. urvey 

containing 26.667 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the Stole ofTexas: EovrDtousnnd Twenty Seven & 171100 
Dollars <ti.Q.U.ll) 

To the owner of Ulc soil: four Thoysand Twenty Seven & 171100 
Dollars (U 027.1D 

Total bonus consideration: Eight Thousand Fifty Four & 34/100 
Dollars CS 8 054 34) 

The total bonus consideration paid represents a bonus of Th,...e Aund,...d Two Dollars ($302.00) per acre, on 26.667 net acres. 

2. TERM. Subject to Ute oUter provisions in this lease, this lease shall be for a term of~ years from this date (herein called "primary 
tenn") and as long U•crcaftcr as oil and gas, or either of them, is produced in paying quantities ' from said land. 
As used in this lease, the tenn "produced in paying quantities" means that the rc:ceipts from the sale or other authom.ed commercial use of the substancc(s) 
covered exceed out of pocket operational expenses for the six months lost past 

3. DELAY RENTALS. If no well be commenced on the leased premises on or before one ( I) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his cn:dit in 
the " nus IS A PArD-up LEASE: SEE PARAGRAPH 40 ' • Bank, at~ or its successors (which shall continue as the depository regardless of 
changes in the ownership of said land), the amount specified below; in addi tion, Lessee shall pay or tender to the COMMlSSIONER OF DIE GENERAL 
LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said dote. Payments under this parngraph shnll operate as o 
rental and shall cover the privilege of deferring the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the 
following runounts: 

To the owner of the soil: 
Dollars (S ___________ --' 

To the State of Texas: 
Dollars(S _ ____ _______ -' 

Total Rental: 
Dollors(S ____________ __J 

In a like m:mncr and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one ( I) year 
each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by check or sight drafi of Lessee, or any assignee of 
this lease:, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, 
suspend business, liquidate, foil or be succeeded by another bank, or for any reason fai l or refuse to accept rental, Lessee shall not be held in default for 
failure to make such payments or tenders of rental until thirty (30) days aner the owner of the soil shall deliver to Lessee a proper recordable instrwncnt 
naming another bank as agent to receive such payments or tenders. 

~----------------~~~----~,~-------------------==-----
True and Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 
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4. PRODUCTION ROYALTIES. Upon 11roductioo of oil and/or gas, Lessee agr= to pay or cause to be paid one-balf(ln} oflhe royally 
provided for in lhis lc:a.se to lhc Commissioner of lhe Gencrnl Lund omce of !he SUite of Texas, at Austin' Texas, and one-half (In) of such royally to lhe 
owner of lhe soil: 

(A} OIL Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn atlhe moulh oflhe well and also as all 
condensate, distillate, and olhcr liquid hydrocarbons recovered from oil or gas run lhrough a separator or olhcr equipmcnl, as bercinafter provided, shall be 
!15th part of lhe gross production or lhe market value !hereof, atlhe op1ion of lhe owner of lhe soil or !he Commissioner of !he 
Gcnenlll.and omoe, such value to be determined by 1 ) !he highest posted price, plus prcmiwn, if any, offcn:d or paid for oil, <XlDdc:nsatc, distillate, or olhcr 
liquid hydrocarbons, respectively, of a like type and gravity in tlic gcncrnJ area wbcrc produced and when run, or 2) lhe higbcsl market price Lbcrcof offcn:d or 
paid in the gcncrnl area wbcrc produced and when run, or 3) lhe gross proceeds of lhe sale !hereof, whichever is lhe grcata. Lessee agrees that before any gas 
produced from the leased premises is sold, used or processed in a plant, it will be run fn....: of cost to lhc royally owners through an adt-quate oil and gas 
separntor of convcnt.ional type, or other equipment at least as emcienl, so that all liquid hydrocarbons recoven~ble from lhe gas by such means will be 
recovered. The requirement !hat such gas be run lhrough a scpanuor or other equipment may be waived in writing by !he royalty owners upon such terms and 
conditions as t hey prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (includin!l nared gas), which is de flOOd as all hydrocarbons and gaseous subSWloes not de flOOd 
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 !he extraction of 
gasoline, liquid hydrocarbons or other products) shall be l/.5lh pan oftl>e gross production or lhe marl<et value lhcrcof, otlhe 
option of !he owner of !he soil or !he Conuniss•oncr of !he General Lund Omcc, such value to be based on lhe htghest market price paid or offered for gas of 
comparublc quality in tltc general area where produced and when run, or the gross price paid or offered to !he producer, whichever is !he greater; provided that 
the miiJCimum pressure base in measuring !he gas under lhis lease shall not a t any time cxceod 14.65 pounds per square inch absolute, and lite slandard base 
temperature shall be s ixty (60) degrees Fahrenhcil, correction to be made for pressure according to Doyle's Law, and for specific gravity according to tests 
made by lhc Balance Method or by !he most approved method of testing being used by lhe industry otlhe time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or olhcr plant for lhe recovery of gasoline or olher liquid hydrocarbons 
sholl be I pan of !he residue gas and the hquid hydroc:arbons c.xtructed or lhe market value !hereof, at the optioo of lhe 
owner of lhe soil or !he Commissiooa- of the General Land Office. All royalties due herein shall be based on one hundred pen:ent ( 100"..4) of lhe total plant 
productioo of residue gas attribulable to gas produced from this lcusc, and on fifty pen:ent (50%), or !hat percent aeauing to Lcssoe, whichever is lhe greater, 
of the total plant production of liquid hydrocarbons awibolllblc to !he gas produced from !his lcusc; provided that if liquid hydrocarbons arc recovered from 
gas processed in a plwll in which Lessee (or its parent, subsidiary or amliate) owns an intcres~ !hen !he perccnlllge a~plicuble to liquid hydrocarbons shall be 
fifty percent (50%) or lhc highest percent accrutng to a third pany processing gas lhrough such plant under a prooesstng agreement negotiated at arm's length 
(or iftl>ere is no such lhird pany, tiiC highest percent tllCn being specified in processing agreements or conlnlelS in lhe indUStry), whichever is lhe grcata. The 
n:spcctivc royalties on residue gas and oo liquid hydrocarbons shall be detamincd by I) lhe higbcsl market price paid or offcn:d for any gas (or liquid 
hydrocarbon!) of companble quality in lhe gcncrnJ area, or 2) lhe gross pria: paid or offcn:d for such residue gas (or lhe weighted average gross selling pria: 
for lhe respcctivc gr.Jdcs of liquid hydrocarbons}, whichever is lhe greater. In no event. however, shalllhe royalties payable undcr this paragraph be less !han 
!he royalties which would hove been due bad lhe gas not been processed 

(D) OTI IER PRODUCTS. Royally on carboo black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbon!) whclher said gas be "casinghead," '"dry", or any other gas, by fractionating, bwning or any other processing shall be l/5!h 
pan of lhe gross production of such products, or lhc market value !hereof, at lhe option of lhe owner of the soil or lhe Commissioocr of lhe General Lund 
omcc, such market value to be detcnnined as follows: I) on lhe basis oflhe highest market price of each product for lhe same month in which such product is 
produced, or 2) oo lhc basis oflhe average gross sale price of each product for lhe same month in which such products arc produced, "'hichcver is lhe greater. 

5. MINIMUM ROYALTY. During any year ancr !he expiration oflhe primary term of this lease, if this lease is maintained by production, the 
royalties paid under !his lease in no event shall be less !han an amount equal to lhe total annual delay rental bercin provided; o!hctwisc, !here shall be due and 
parable on or before lhe last day of lhe month succeeding !he anniversary date of this lcusc a sum equal to lhe total annual rental less lhe amount of royalties 
patd during !he preceding year. If Paragraph 3 of !his lease docs not specify a delay rental arnowll !hen for !he purposes of !his paragraph, lhe delay renlal 
wnount shall be one dollar (S 1.00} per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from tinlC to time, t.be owner of !he soil or lhe 
Commissioner of !he Gcncntl Land omce may, at lhe option of either, upon not less !han sixty (60) days notice to lhe bolder of lhe lease, require that lhe 
payment of any royalties accruing to such royally owner under this lease be made in kind. The owner of lhe soil's or lhe Commissioner of t.be GcncrnJ Land 
Office's right to take its royalty in kind shall not diminish or negate the owner of lhe soil's or lhc Commissior>er of !he General Land Omce's rights or Lessee's 
obligations, whelhcr express or implied, under this lease. 

7. NO DEDUCI10NS. Lessee agrees that all royalties accruing under this lcusc (including those paid in kind) shall be without deduction for !he 
cost of producing, galltcring, storing, separating, treating, dehydrating, compressing, proccsstng, transporting, and otl>crwisc making tbc oil, gas and olher 
products herew1dcr ready for sale or usc. Lessee agrees lO compute and pay royalties on tltc gross value received, includi.ng any reimbursements for severance 
taxes and production related costs . 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced bcrcunder in any processing planL Notwithstanding any olhcr provision of this lease, and subjcet to !he written consent of lhe 
owner of !he soil and lhc Commissioner of t.be Gcocrnl Land omoe, Lessee may recycle gas for gas lift purposes on lhe leased praniscs or for injection into 
any oil or gas producing formation underlying t.be leased prcmiscs after lhe liquid bydroc:arboos contained in lhe 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 lhc royalty owners to a royalty under !his lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to !he Conunissioner of lhe General Land Omcc at 
Austin, Texas, in !he following manner: 

Payment of royalty on production of oil and gas shall be as provided in lhe rules set forth in lhe Texas Register. Rules currently provide that 
royalty on oil is due and must be received in the GcncrnJ Land omce oo or before !he 5th day of !he sc<:ond monlh sucoceding the moolh of production, and 
royalty on gas is due and must be received in lhe Gcncrul Land Omce on or before lhe 151h day of !he sc<:ond month succeeding !he monlh of production, 
accompan.ied by !he amdavit of !he owner, manager or olhcr authorized agenl, completed in !he fonn and manner prescribed by lhe Gcocrnl Land Omce and 
showing lhe gross amount and disposition of all oil and gas produced and !he market value of lhe oil and gas, togc!hcr with a copy of all docwncnts, rcc:ords 
or reports confuming !he gross production, disposition 
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and markc1 value oncluding gas meier readings, pipeline rcccopiS, gas line receipiS and olher checks or memoranda ofamoun1 produced Md pul into pipelines, lllnks, or 
pools and gas lines or gas slorngc, and MY olhcr repon.s or records which lhc General land Office may require 10 vcnfy lhc gross produclion. disposition Md market 
value In all cases lhc aulhorioy of a manager or agcnl 10 act for lhc lessee hereon musl be filed in the General Land Office. EKh royally paymcnl shall be IICC:Ompamed 
by a check stub, schedule, summary or olhcr reminanee advice showing by the as!lgncd General Land Office lease number lhc amounl of royally being paod on each 
ICliSC. If Lessee pays his royalty on or before lhiny (30) days aftalhc royalty payment was due, lhcn Lt:sscc owes a penalty of S% on lhc royalty or ru.oo. whlchcva 
IS gtW«. A royalty payment which is over lhiny (30) days late shall ac:cruc a penally of 10% oflhc royalty due or S2S.OO whichever is greater. ln addition 10 a penally, 
royal1ies shall accrue inlcresl al a rale of 12% per year; such intcresl woll begon accnung when lhc royally is sixty (60) days overdue. Affidavots and supponmg 
documcnos which are no1 filed when due shall incur a penally in an lllllOUnl sci by the Gc~ral Land Office adminis1r111ve nile wh1ch is effccuve on I he dale when the 
affidavios or supponong doeumcniS were due. The Lt:sscc shall bear all responsobillly for paying or causing royalties 10 be paid as prescribed by lhe due date provoded 
herein. Paymcnl of lhc delinquency penally shall in no way openllc 10 prohibil lhc Stale's riglu of forfci1urc as provided by law nor oct to postpone lhc dale on which 
royallies were originally due. The above penally provisoons shall not apply in cases of lode dispulc as lo lhc S1a1e's ponion oflhc royally or lo !hat ponion oflhc royally 
'" dispute as to roir market value. 

I 0 (A) RESERVES. CO!'ITRACfS AND Ont.ER RECORDS Lt:sscc shall Mnually furnish lhc Commissioner of lhc Gen<nl Land Office wolh oiS bcs1 
possible estimate of oil Md gas resaves under lymg !his lease or al locable to !his lease and shall furnish said Commossioner wilh copies of all eonlJaCIS under which gas 
os sold or processed and all subscquenl agreements and amcndmcniS to such eoniJXIS wolhon lhiny (30) days after cntcnng mto or rnakong such eonlJ1ICIS, agreements or 
amendments. Such contracts and agm:ments "hen received by lhc General Land Office shall be held on eonfodcnee by lhc General Land Office unless CllllcrkiSC 
aulhoriud by Lessee. All other eonoracts and records pertaining to lhc producoon. tnnspOrtallOn. sale and rnortetong of lhc ool and gas produced on sard pranoses, 
including lhc books and accounts, neccipts and dischar&es of all wells. tanks, pools, melers, and pipelines shall 11 all limes be subject to inspection and examonllKin by 
lhc CommiSSiontr oflhc General Land Office. lhc Anomey General, lhc Governor, or lhc rcprcsentatove of any of lhcm 

(D) PERMITS, DRILLING RECORDS. Wrinen notice of all opcntions on !his lease shall be submolled 10 lhc Commissioner of lhc General Land 
Office by Lessee or opcralor five (S) days before spud date, woricovcr, re-entry, tcrnponry abandonment or plug and abandonmenl of any well or wells. Such wnllcn 
nouce to I he General Land Office shall include copies of Roil road Commossoon fonns for application 10 drill. Copoes of well lcsts, complctoon repon.s and pluggong 
repons shall be supplied 10 lhc General Land Office ~~ lhc lime 1hey are filed with lhc Texas Railroad Commission All apphcalions, pcnnits, repons or olhcr filings !hat 
reference !his lease or any specific well on lhc leased premises and that arc submoued to lhc Texas Railroad Commission or any other govanmcntal agency shall 
include lhc word "State• in lhc Iitle. Additionally, in accordance wilh Railroad Commissoon rules, any signage on lhc leased premises for' lhc purpose of idcnlofyong 
wells, tank baucnes or olha associated improvcrncniS 10 !he land must also onclude !he word "Stale." Lt:ssee shall supply 1hc General Land Olfoce wolh any records, 
memoranda. acc:O<Onts, repons, cunings and cores, or olhcr information n:lalive to the opcralion of lhc abovc-desenbed premises, "hich may be reques1ed by !he 
Gencnl Land Office. in addition 10 those herem expressly provided for. Lt:sscc shall have an electrical and/or rach~voty survey made on lhc ~e sectiOn, from 
!he base of !he surface casing to lhc lOial deplh or well, of all wells drilled on lhc above described premises and shall transmot a true copy or lhc log of each swvcy on 
each well1o lhc General Land Office within fifteen (IS) days afta lhc making of said survey 

(C) PENAL TIES. Lt:sscc shall incur a penalty whenever reports, documcniS or olhct materials arc not filed on lhc General Land Office when due The 
penalty for lote filing shall be SCI by lhe General Land Office administrnlivc rule which IS effective on lhc dote when lhc materials were due in lhe General Land Office. 

I I. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. lr , during !he primary tcnn hereof and prior to discovery and 
production of oil or gas on said land. Lessee should drill a dry hole or holes !hereon, or if during !he primary 1cnn hereof Md after !he discovery and acrual produclion 
of oil or gas from lhe leased premises such production lhcrtof should cease from MY cause, this lease shall not laminate if on or before lhc expiration or sixty (60) days 
from date of completion of said dry hole or cessation of production Lt:sscc commences addilional drilling or reworlcing openlioriS lhcrton, or pays or tcndets lhc next 
annual del•y rcnlol in lhc same manner as provoded in th is lease. I( during lhc last year of lhc pnmary term or wllhin SIXty (60) days prior !hereto, a dry hole be 
eornpleled and abandoned, or lhc produclion or oil or gas should cease for any cause, Lt:sscc's righiS shall remain in full force and effect wilhout funhct operations unul 
lhc expiration oflhc primary tam; and if Lt:sscc has not resumed production on paying quantities atlhc expiration of lhc primary term, Lt:sscc may mainwn !his lease 
by conducting additional drilling or reworlcong opcnllons pwsuant 10 Paragraph 13, usong lhc exporatoon oflhc pnmll)' tam as lhc dMe of cessation of produc:uon under 
ParagJllph 13. Should lhc lim well or any subsequent well drilled on lhc above desenbed land be completed as a •hut-In ool or gas well wilhin lhc pnmary 1erm hereof, 
Lessee may resume payment of lhc annual rental in lhc same mMncr as provoded hereon on or before lhc rcnlal payong date followong the expirauon or soxly (60) days 
from lhc dale of completion of such shut-in oil or gas well and upon lhc faolure to make such payment, !his lease shall opso facto laminate. If at lhc exporalion of lhc 
primary term or My time lhen:aftcr a shut-in oil or gas well is localcd on lhc leased premises, paymeniS may be made in accordance wilh lhc shut-in provisions hereof . 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM If, atlhc exporatron oflhc pnmary 1crm, ncolhcr ool nor gas IS beong 
produecd on saod land, bul Lt:sscc is lhcn engaged in dnlling or reworking operations !hereon, 1his lease shall remam on force so long as operatiOns on saod well or for 
dnlling or reworidng or any additional well arc prosecuted on good failh and in workmanlike manner without inlt:rruphons tolalong more than sixty (60) days dunng any 
one such operation. and if !hey result in lhc production of oil and/or gas. so long thcrcalla as oil and/or gas is produecd on paying quantities liorn said land, or payment 
or shut-in oil or gas well royalties or eompensalory royalties is made as provided on lhos lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after lhc exporatoon oflhc primary 1enn. production of ool or gas 1iorn lhc leased premiSes, alta 
once obtained. should cease from any cause. !his lease shall 1101 terminate if Lt:sscc commences additoonal dnlling or reworking openlioros wilhin sixty (60) days after 
such cessation. and lhis lease shall remain in full force and effect for so long as such opcrallons eon1inue in good failh and on workmanlike manner wilhout on1errupuons 
tolaling more lhon sixty (60) days. If such drilling or reworkong operations rcsuh in lhc production of oil or gas, lhc lease shall remain in full force Md effect for so long 
as oil or gas is produced from !he leased premises in paying quantities or paymcnl of shut-in oil or gas well royal lies or paymenl of eompcnsaloty royal lies is made as 
provided herein or as provided by law. lflhc drilling or reworking operations result in lhc eomplelion of a well as a dry hole, lhc lease will no11ermina1c of !he lessee 
commences additional drilling or reworking opera lions wilhin sixty (60) days after lhe eomplclion oflhc well as a dry hole, and !his lease shall remain in effect so long 
as Lessee eon1inues drilling or reworking operalioriS in good failh and in a workmanlike manner without mlcrrupllons IOiahng more lhM sixty (60) days Lessee shllll 
give wrinen notice to !he General Land Office wilhin lhirty (30) days of any cessation of production 

14 SIIUT-IN ROYAL TIES. For purposes of !hiS paragnoph, •well" means any well thai has boen assogned a well number by the state agency havmg 
jurisdiclion over I he produclion of oil and gas. If, ao any lime after lhc exporauon of the pnmary tenn of a lease thll unlll bemg shul on, was beong maonlaoned on 
force and effect. a well capable of producing oil or gas in paying quanti~es is located on lhc leased premises, but oil or gas is not being produecd for lack of 
suilablc production facilities or lack of 1 suitable marlcct, lhcn Lessee may pay as a shut-in oil or gas royalty an amounl equallo double lhc annual rental provoded in 
lhc lease, but not less lhan S 1,200 a year for C1ICh well capable of producing oil or gas in paying quanlities If Paragraph 3 of !his lease does not spccofy a delay rental 
amount, !hen for the purposes of !his paragraph, lhc delay rental amount shall be one dollar (S 1.00) per acre. To be effceuve, each inuial shu1-in oil or gas royally 
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must be paJd on or before: (I) lhc expiration oflhc primary term, (2) 60 days aJicr lhc Lessee ceases to produce oat or gas from lhc leased premiSeS, or (3) 60 days after 
Lessee completes a drilling or ~woodng opcntion in aa:ordance with lhc lease provosoons; -.hochc:vt:r date is IIIIC:SL Such payment shall be made one-half (112) to lhc 
Commossooner of the Generlll Land Office and one-half (112) to lhc owner of the soil If the shut-on ool or gas royally is paid, the lease shall be consodered to be a 
producing lease and the payment shall extend lhc term of lhc lease for a penod of one yeor from lhc end of lhc pnmary term, or from lhc fust day of lhc month 
following lhc monsh "' which produelion ceased, and, aJicr lhal. if no suitable production fecolllics or suollble nwkct for lhc oil or gas exists, Lessee may extend lhc 
lease for four more successive periods of one (I) )U< by paying lhc same amount each year on or before lhc cxpinoon of each shUI·in year. 

IS. COMPENSATORY ROYAL TIES. If, during lhc penod the lease os kept on effect by payment of lhc shut·in oil or gas royally, ool or gas is sold and 
delivered in payong quantitocs from a well located within one thousand (1,000) feet of lhc leased premises and completed in lhc same producing rcscrvoor, or in any case 
in which chinagc is occurring lhc right to c:ontinuc to maintain lhc lease by paying lhc shut-UI oil or gas royally shall c:casc.. bullhc lease shall rcnwn ciTc:c:tive for lhc 
~aondcr oflhc year for which lhc royally bas been paid. The Lessee may maontain lhc lease for four more suoxcssove yean by Lessee paying compcnsa1ory royalty 11 
the royalty nue provoded on lhc lease of lhc m11kct value of production from lhc "'ell causong the dnltnagc or -.hoch os completed in the same producing rcscrvo11 and 
wothon one thousand (1,000) feet of the leased premises. The compcrosatory royalty os 10 be paid monthly, one-half (112) to lhc Commossioncr of the Gcncrlll Land 
Office and one-half( l/2) to lhc owner oflhc soil, beginning on or befo~ lhc last day of the month followong lhc month in which lhc oil or gas is produced from lhc well 
causing lhc drai""!!e or thai is completed in the same producong reservoir and loc:alcd within one thousand (1,000) fc:ct oflhc leased ~ises lflhc compcros11ory 
royalty paid in any 12-month period os in an omowotless than lhc annual shut-on ool or gas royalty, Lessee shall pay an amount equal to lhc difference wothontluny (30) 
days from lhc end of the 12-month period. Compcnsatory royalty payments whoch IIIC not umcly paid woll accrue penalty and intc~t on aa:ordancc woth Paragraph 9 of 
this lease. None of lhcsc provosoons will relieve Lessee of the obliglllion of reasonable developmenl nor lhc obligation to drill offset wells as provided on Texas NotW'al 
Resources Code S2. 17J; however, at lhc determination of tloe Commissioner, and with the Conunissionco's wriucn approval, lhc payment of compensllory royalties""" 
satisfY the obllglllion to drill offset wells. 

16 RET AJNED ACREAGE. NO(wilhstanding any provisoon of thJS lease 10 lhc c:onuary, aJicr a well producong or capable of producong ool or gas has 
been completed on the leased p~ises. Lessee shall exercise the diligence of a reasonably prudent opcralor in drilling such addotional well or wells as may be 
rcnsonnbly necessary for the proper development of the lensed premises and in markctong the production thereon 

(A) VERTICAL· ln the event this lease is in force and elf~ two (2) years aOer lhc exporouon dale of the pnmary or extended tcrm 11 shall then tcnninlllC 
us to all of the leased p~iscs, EXCEPT ( I) 40 ac~ surr()(Uiding each ool well capable of producing on paying quantities and 320 ac~ swroundong each gas well 
capable of producing on paying quantities (including a shut-in oi l or gas well as provodcd on Poragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuwlllo Texas Natural Resources Code S2 IS I-S2 I S3. 
or (3) such llJCUlC:r or lesser number of ac~ us may then be allocated for production purposes to a proration unit for each such producing well under lhc rules and 
regulations of the Railroad Conunission of Texas, or any successor agency, or other govcnuncnllllaulhorily havingJunsdoction. lfll any time after lhc e!TcaJve date of 
the panoal termonauon provisions hc~f. the applicable field rules arc changed or the "'ell or "'ells located thcrcon are reclassified so that less acreage is thereafter 
allocated to saod well or wells for producuon purposes, this lease shall thereupon tcnninatc as 10 all acreage not thereafter allocated 10 soid "'ell or wells for producooon 
purposes. NotwilhsUUiding the termination of this lease as to a ponion oflhc lands covered h=by, Lessee shall nevertheless continue 10 have the right of in~ to and 
CllJCSS from the lands sti ll subject to this lease for all purposes described in Paragraph I hereof, together with casements and rights-<>f-way for cJUStong roads, cxosoong 
popeloncs and ()(her existing faciliucs on, over and across all the lands dcscnbed in Pllfaglaph I hereof ("the retaUICd lands"), for access 10 and from lhc reuuncd lands 
and for the galhcrong or transponatoon of oil, gas and other monentls produced from lhc rctaoned lands 

(0) IIORIZONTI\L ln the event this lease is in force and effect two (2) years after lhc cxporauon date oflhc primary or extended term 11 shall fllllher 
lcrmonatc as 10 all depths below 100 feel below the t()(al depth drilled (herconaftcr "deeper deprbs") on each well located on IICreagC reuuncd in P~h 16 (A) above, 
uniC$$ on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half(l/2) oflhc bonus onginally paid as consideration for thos 
lease (as spccoficd on page I hereof). If such amount is paid, this lease shall be on force and effect as 10 such deeper depths, and saod tcrmonation shall be delayed for an 
additoonal penod of two (2) yean and so long ~eras oil or gas is produocd in payong quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retaoned hereunder as to each "'ell shall, as neatly as practical, be in the form of a squaoc woth 
the "'ell located on lhc Cctller ~f. or such other shape as may be appro•ed by lhc Conunossoonct oflhc General Land Office. Wothin thiny (30) days after panoal 
tcrmonation ofthos lease as provided ~in. Lessee shall execute and record a release or ~leases c:onlaonong a Sllisfoaory legal dcscnption of the IICre3&C and/or depths 
nO( retained ~under. The recorded ~lease. or a certified oopy of same, shall be filed on lhc Gcncral Land Office, eccompanicd by lhc filing fcc: prescribed by lhc 
Gencrlll Land Office rules in effect on the date lhc release is filed. If Lessee faols or refuses to execute and record such release or releases within noncty (90) days after 
being requested 10 do so by the General Land Office, then the Cornmossooncr at his sole doscretoon may dcsognatc by written inslnlmentthe acreage and/or depths to be 
released hcrwndcr and n:cord such UIStrurncnl a1 Lessee's expcrosc in lhc oouruy or eo<onues -.here lhc lease os locllcd and in lhc officllll records of lhc Gcncral Land 
Office and such dcsognation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither lhc bonus, delay rentals, nor royalues plld, or 10 be pa~d, under thos lease shall relieve Lessee of his obliga1ion to protect 
the oil and gas under lhc above-described land from being drained. Lessee, sublessee. ~over or ()(her agent on control of the leased prcrnoscs shall drill as many wells 
as the factS may justify and shall usc appropriaoc means and drill to a depth necessary to p~vcnt undue dnltnage of oil and gas from lhc leased premises, In addiuon, if 
ool and/or gas should be produced on c:ornmcrcial quanutics with.in 1,000 fc:ct of lhc leased ~iscs, or in any case where lhc leased premises os beong draoncd by 
production of ool or gas, lhc Lessee, sublessee, receiver or other agent in control of lhc leased prcmoscs shall Ul good faith begin lhc drilling of a "'ell or "'ells upon lhc 
leased premoses within 100 days after the draining well or wells or lhc well or wells completed withon 1,000 feet of the leased p~ises stan producing in commcrcoal 
quantities and shall prosecute such drilling wilh diligence. Failure to satisfY the stalutory offset obligation may subject this lease and lhc owner of lhc soil's agency 
rights to forfeiture. Only upon lhc determination of the Commissioner of lhc General Land Office and with his wnuen approval may lhc payment of compensatory 
royalty under applicable statutory parameters satisfY the obligation to dnll an o!Tsct "'ell or wells required under thos panograpb. 

18. FORCE MNEUR£. If, after a good faJlh elTon. Lessee ts prevented from complyong with any express or implied covenant of this lease, from 
conducting drilling opcra1.ions on the leased p~miscs, or from producing oil or gas from the leased premises by ~ of war, ~bell ion, riots, strikes, acts of God, or 
IUIY valid order, rule or regulation of government aulhorily, then while so prevented, Lessee's obligatoon 10 comply with such covenant shall be suspended and Lessee 
shall not be li•blc for dan1agcs for failure 10 comply with such covcniUits; oddotionally, thos lcasc shall be extended whole Lessee is p~ven1cd, by any such cause, from 
conducting drilling and ~king opera~ ions or from producing oil or gas from lhc leased premises. l lowcvcr, nothing in this paragraph shall suspend lhc payment of 
delay rentals in order 10 maintain this lease in effect during the primary term on the absence of such drilling or reworking operations or production of oil or gas. 
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19 WARRANTY CLAUSE. The ownet of !he soil warrants and II&JCCS to defend tide to !he leased prcmases If !he Ownet of !he soil defaults in payments 
owed on !he leased pmmses. !hen Lessee may redeetn !he rights of !he owner of !he sool in lhe leased premises by paying any mongage. taxes or olher liens on lhc 
leased pmnoses. If Lessee makes payments on behalf of the owner of the soil under thos p11111graph, Lessee may recover the cost of these payments from lhc rental and 
r<>yaltocs due !he owner of !he sool 

20 (A) PROPORTIONATE REDUCTION CLAUSE. lflhc owner of !he soil owns less !han lhe entire: undivided surface estate in lhe above dc:scnbed 
land. whether or not Lessee's intcr<$1 is specified herein, !hen !he royalties and n:ntal herein provoded to be paid to !he ownet of !he soil shall be p1id to hom in !he 
proportoon whoch his intcn:st bears to lhe cruon: undivoded surface estate and !he royal toes and rental herein provided to be paid to the Cornmossioncr of !he General 
Land Office of !he Stale of Texas shall be lokcwisc proportionately reduced However, before Lessee adJUSlS !he royalty or rental due to !he Cornmissionet of !he 
General Land Office, Lessee or his aulhoriltd n:prcscnwovc must submit to lhe Commissioner of !he General Land Office 1 wriuen swcmcnt which cxplams !he 
discrepancy bclwecn !he inlcrcst purponedly leased under !his lease and !he octual intc:rcst owned by !he Ownet of !he soil The Commissioner of !he General Land 
Otroce shall be p&Jd !he value of the whole production allocable to any undivoded intc:rcst not covered by a lease, less !he proportoonatc dcvclopment and produellOn cost 
allocable to such undivoded intc:rcsL However, in no c>cnt shall the Cornmissooncr of !he General land Office receive as a royalty on !he gross produeloon allocable to 
lhc undivided interest not leased an amount less !han !he value of one-sixteenlh ( 1/ 16) of such gross production. 

(B) REOucnON OF PAYMENTS If, during !he primll)llcnn, a ponoon of !he land covered by !his 1casc is included wolhin !he boundaries of a 
pooled unitlhal h3S been approved by the School Land Board and !he owner oflhe soolon accordance wilh Natural Resources Code Sections S2.1 SI·S2. 1S4, of if, at any 
time after lhe cxpinllion of lhe prim:uy term or the extended tenn, !his lease covers a lesset number of aen:s !han lhc total amount described herein, payments !hat an: 
made on a per acre basis hereunder shall be reduced according to !he nwnbcr of acres pooled, released, surn:ndcn:d. or Ollocrwisc severed. so that payments determined 
on a per acre basis under !he lcrmS of !his 1casc during !he primll)l term shall be calculated based upon !he number of acres outsode !he boundoncs of 1 pooled unot. or, 
if after !he expiration of !he primary term, the number of acres IC!Ually n:taoned and eovoted by thos lease. 

21 . USE OF WATER. Lessee shall have !he right to usc walet produced on SOJd land neeessasy for opcraloons under !his lease except water from wells or 
tanks of !he owner of !he soil: provided, however, Lessee shall not usc potable water or water suitable for liVestock or urigation purposes for waterflood operations 
without !he prior consent oflhc owner of !he sool 

22. AUTI IOIUZED DAMAGES. Lessee shall pay !he owner or lhe sool for damages caused by its operations to all personal property, omprovcrncnts, 
livestock and crops on said land. 

23. PIPELINE DEP11-1. When requested by the owner or the soil, Lessee shall bury its pipelincs below plow deplh. 

24. WELL LOCATION LIMIT. No well shall be drilled nean:r !han two hundred (200) feet to any house or bam now on said premises wolhoutlhe wriuen 
consent oflhe owner oflhc soil . 

2S POLLUTION. In developing !his area, Lessee shall usc !he hoghesl depec of COJC and all proper safeguards 10 prevent pollution. Wolhout hmotong the 
rorcgoong, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by !he usc of containment facolotoes sufficocnt to, prevent 
spillage. seepage or pound wntet contamination. In !he event or pollution, Lessee shall usc all means at its disposal to rc:c:apture all escaped hydrocarbons or olher 
pollutant and shall be n:spot>Sible for all damage to public and private propcrtoes. Lessee shall build and maintain fences arouncl its sluoh, sump, and drainO&C polS and 
tonk b8Jteries so as to protect livestock against loss. damage or InJUry; and upon complctoon or abandonment or any well or wells, lessee shAll fill and level all slush 
pits and cellars and completely clean up lhe drilling site of all rubbish !hereon Lessee shall, whole conducting operations on lhc leased pn:miscs, keep said pn:mises free 
or All rubbish, cans, bottles. paper cups or prbage. and upon eornplotion or opcn1ions shall restore !he surface of !he land to as neor its original condition and contours 
as is practicable. Tanks and equipment wiU be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitaloons in !his paregraph, Lessee shall have !he right to n:movc macltinery and fixtures placed by Lessee 
on the leased pn:mises, including !he right to draw and ren>ovc casong, wolhin one hundred twenty (120) days after !he expiration or !he termonllion oflhas lease unless 
!he owner or !he soil grants Lessee an extension or !his 121Hiay period. However, Lessee may not remove casing from any well capable or producing oil and gas tn 

paying quantities. Additoonally, Lessee may not draw and remove casong unbl after lhtrty (30) days written notice to !he Commissioner or !he General Land Office and 
10 the owner ofthe soil. The owner or the soil shall become lhe owner or any machinery, fixtures, or casing which arc not timely removed by lessee under lhe terms or 
lhisparagroph, 

27. (A) ASSIGNMENTS. Under lhc conditions eontaoned in !his p8ra&JIIlh and Paragraph 29 or !his lease, !he rights and cswes or cilhcr pany to !hiS 
lease may be assigned. in whole or in part. and lhe provisions of !his lease shall extend to and be binding upon lhcir heirs, devisees. legal n:prcscnWivcs, successors and 
assigns. However, a change or division in ownership of !he land, rentals, or royalloes woll not enlarge !he obligations of Lessee, diminish !he rights. pnvileges and 
CSlBICS Of lessee, impair ihe effectiveness Of any payment made by Lessee Or impaor ihe cfTectovcness Of any act performed by lessee. And no change Or division in 
ownership or lhe land. renlals, or royalties shall bind Lessee for any purpose until lhiny (30) days aftet !he owner of lhe soil (or his heirs, devisees, legal n:prc:senwivcs 
or assi8JIS) furnishes !he Lessee wilh satisfactory wrinen evidence or lhc change in ownership, including lhe original n:corded muniments or title (of • certified copy or 
such original) when lhc ownership changed because of a convcyanec A tOtal or panial assignment of !his lease shall, to !he extent of !he intcn:st assigned, rchcvc and 
discharge lessee of all subsequent obligations under !his lease. If this lease is assigned in its entirety as to only pan oflhc acreagc,lhc right and option to pay n:ntals 
shall be apportioned as between lhe several owners ratably, according to lhe an:a or each, and fai lun: by one or mon: or them to pay his shan: or !he rental shall not 
affect !his lease on !he part of !he land upon which pro rata rentals an: timely paid 0< tendered: however, if !he assignor or assignee docs not file a certified copy or such 
assignment in !he General land Office befon: !he next rental payong d8Jc, !he entire 1casc shall tcnninatc for failure to pay the entire rcntol due under Paragraph 3. 
Every assilliiCC shall succeed 10 all rights and be subject to all obligations,liabolities, and penaltocs owed to !he State by the onginallessee or any pnor assignee of the 
lease, including any liabilit ies to !he State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwothstandong any provisoon"" Paragraph 27(a}, of !he owner of !he soil acquires !hiS lease on whole or on pad 
by assignment wilhout !he prior wriucn approval of t he Commissioner of the General Land Office, !his lease is void as of the time or assignment and the agency power 
oflhe owner may be forfeited by !he Commissioner. An assignment will be liCaled as if it were made to !he owner of !he soil if !he assignee as 

( I) a nominee of !he owner of !he soil; 
(2) a corponllion or subsidi:uy "" which !he owner of the soolos a pnneipal stockholder or is an employee or such a eorporauon or subsodoary; 
(3) a panncrship in which lhc owner or the soil is a partner or IS an employee of such a partners hop, 
(4) a principal stockholder"' employee or !he corponllion whoeh IS !he owner of !he soil; 
(S) a partner or employee in a partnmltip ,.hieh is !he owner of !he soil, 
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(6) u fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrntor, receiver, or conscn"ator·for the 
owner of the soil: or 

(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 
28. RELEASES. Under the conditions contained in this paragr~~ph and Paragr11ph 29, Lessee may at any time CJ<eeute and deliver to the owner of the soil 

and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrendct thas lease as to such portion or portions, and be 
relieved of all subsequent obliga1ions as to acreage surrendered. If any pan of this lease is properly sum:ndercd, the delay rental due under this lease shall be reduced by 
the proportion that the surrendered acreage belli'S to the acreage which was covered by this lease immcdia1ely prior to such surrender; however, such release will not 
rel ieve Lessee of any liabilities which may have acuued under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any past of this lease is assigned or released, such assignment or release must be recorded 
in the COWJty where the land is situated, and the recorded instrument or a copy of the recorded i.nstrumcnt certified by the County Clerk of the county in which the 
instrument is recorded, must be filed in the Genernl Land Office within 90 days of the last execution date accompanied by the pn:scnbcd fihng fee. If any such 
ass1gnment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Comnussioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lcscnbcd land have been included in this instrument mcluding the 
suucrnent of the true consider.uion to be paid for the CJ<eeution of this lease and the rights and duties of the panies. Any collateral agreements concerning the 
development of oil and gos f.rom the leased premises which urc not contained in this lease render this lease invalid. 

3 1. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts aJTecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligau:d to put the State's interests before his personal 
interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after 1t becomes due, or if Lessee or an authorized 
38tnt shoold knowingly make any false return or false report concerning production or drilling. or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as n:quin:d by law and the ru les and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee 
should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give correct 
information to the proper authority, or knowingly fail or refuse to furnish the General Land Office: a correct log of any well, or if Lessee shall knowingly violate any of 
the ma1crial provisions of this lease. or if th is lease is assigned and the assignment is not fi led in the General Land Office as required by law, the rights acquired undct 
th1s lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently infonncd of the facts which authonu: a forfeiture, and when 
forfeited the area shall again be subject to lease under the terms of the RelinquiShment Act. However, nothing herein shall be construed as waiving the automatic 
termination of this lease by operalion oflaw or by reason ofany special limitation arising hen:undct. Forfeitures may be set aside and this lease and all rights then:w>der 
reinstated before the rights of another intervene upon sa~isfactory evidence: to the Commissioner of the General Land Office: of future compliance with the provisions of 
the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. UEN. In accordance: with Texas Naturnl Resources Code 52. 136, the State shall have a first lien upon al l oil and g.as produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due undct this lease. By acccpUIOCe of this lease, Lessee grants the 
State, m addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an express contlliCtual lien on and secunty 
Interest in all leased minerals in and extmcted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to the leased pren1ises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of ""Y damages or 
loss that Lessor may suOcr by reason of Lessees breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to aclmowledge, attach or perfect this lien. Lessee hereby 
represents thai then: arc no prior or superior licras arising from and relating to Lessee's activities upon the above.<Jescribcd property or from Lessee's acquisition of this 
lease. Should the Commissioner at any time determine thai this representation is not true, then the Commissioner may declare this lease forfeued as provided herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
or mineral interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land Board 
and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources Code 
52. 1 S 1·52.153. TI1e owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in TCJ<as Natural Resources Code 
52. 152 . 

35. INDEMNITY. Lessee hereby re leases and discharges the State of Texas aEd the owner of the soil, thei r officers, employees, partners, agents, 
contractors, subcontractors, guests, invitees, and their respective successors and ass1gns, of and from all and any acuons and causes of action of every nature, or other 
harm, including environmental harm, for which recovery of damages is sough~ including. but ootlimited to, all losses and expenses which arc eaused by the activities 
of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that 
may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agrecmen~ or by any other negligent or suicUy liable act or emission of 
Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers, 
employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injwy (including death), costs and CJ<penses, 
or other harm for which recovery of damages is sought undct any theory including tort. contnct. or suict liability, includ.ing altonneys' fees and other legal expcrases, 
including those related to environmental hazards, on the leased premises or in any way related tO Lessee's failure to comply with any and all environmental laws; those 
arising front 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 !hal may arise oot of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement or any other act or omission of 
Lessee, its directors, officers, employees, partners, agents, contnl<:tors, subcontractors, guests, invitees, and their respective suecc:ssors and assigns. e.ch assignee of this 
Agreement, or an interest therein, agrees to be liable for, CJ<Oneratc, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers, 
employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. £.XCEPT 
AS OTHERWISE EXPRESSLY LThUT£0 U£REIN, ALL OF TILE IJIIDEM.NITY OllLIGATlONS AND\OR LIABlUTl.ES ASSUMED UNDER TILE 
TERMS OF TIUS AGREEMENT SHALL llE WmiOIJT LIMITS AND WIT HOIJT REGARD TO TilE CAUSE OR CAUSES TIIEREOF (£.XCLUDING 
I'R£-£XJSTING CONDITIONS), STRICT LIABILITY, OR 11LE NEGLIGENCE OF ANY PARTY OR PART IES (IJIICLUDING TilE NEGLIGENCE OF 
TilE IJIIOEMNIFLED I' ARTY), WllETIJER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

15.9 
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36. ENVIRONMEI'ITAL IIAZARDS. Lessee shall use lhe highest degree ofeare and reasonable safeguards to prevent contamination or pollution 
or any environmental medium. including soil. surface waters, 8JOII'ldwater, sediments, and surf•ce or subsurface strata, ambient air or any olher 
environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or pennit to remain on lhe leased 
premises nny asbestos containing materials, explosives, toxic materials, or substances regulated as hiiZW"dous wastes, hazardous materials, hazardous 
substances (as lhe term "llo.zardous Substance" is defined in lhc Comprehensive Environmental Response, Compensation and Liability Act (CERCl..A), 42 
U.S.C. Sections 9601, ct seq.). or toxic substances under any federal, stale, or local law or regulation ("llazardow; Materials"), except ordinary productS 
commonly used in connection wilh oil and gas exploration and development operations and stored in lhe usual mtmner and quantities. LESSEE'S 
VIOI..ATION OF TilE FOREGOING PROII IDITION SJIAl.l. CONSTITUTE A MATERIAL DREACII AND DEFA ULT IIEREUNOER AND 
LESSEE SIIAl.L INDEMNIFY, IIOl.D HARMLESS AND DEFEND TilE STATE OF TEXAS AND TirE OWNER OF THE SOIL FROM AND 
AGArNST ANY CLAIMS, DAMAGES, JUDGMl:I'ITS, PENALTil:S, LIADILmES, AND COSTS (INCLUDING REASONABLE ATTORNl:YS' 
n :ES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A VIOI..ATIO OF TilE FOREGO! G PROHIBITION OR (II) TirE 
PRESENCE, RELEA t;, OR DISPOSAL OF ANY IIAZAROOUS MATERIALS ON, UNDER. OR ABOUT TilE LEASED PREMJSES OUR I G 
LESSEE'S OCCUPANCY OR CONTROL OF TirE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE. REMEDY AND REPAIR 
ANY SOIL OR GROUND WATER CONTAMI NATION AND DAMAGE CAUSED BY TilE PRESENCE OR RELEASE OF ANY HAZARDOUS 
MATERIALS IN, ON. UNDER. OR ABOUT T ilE LEASED PREMISES OURI G LESSEE'S OCCUPANCY OF THE LF..A EO PREMISES I 
CONFORJ\1A CE \VITII TilE REQUIREMENTS OF APPLICABLE l..AW. Ti ll INDEM IFICATION AND ASSUMPTION SHALL APPLY, 
BIIT IS NOT LIMITED TO, LIABILITY FOR RESPON E ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTIIER 
ENVIRONMENTAL LAW OR REGUI..ATION. LESSEE SIIALL rMMEOIATELY GIVE TirE STATE OF TEXAS ANDTifE OWNl:R OF TirE 
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACII OF T i llS PARAGRAPII , UPO LEARNING OF TirE PRESENCE 
OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE fROM A Y GOVERNMENTAL AGENCY PERTAINING TO 
HAZARDOUS MATERIALS WIOCil MAY AFFECT Tl[£ LEASED PREMJSES. TilE OBLIGATIONS OF LESSEE llEREUNDER SIIALL 
SURVIVE TITE EXPIRATION OR EARUl:R TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE I..A W. This lease is issued under the provisions ofTexas Natural Resources Code 52.171 through 52.190, commonly known as 
lhe Relinquishment Act, and olher applicable statutes and amendments lhercto, and if any provision in lhis lease docs not conform to these statutes, the 
Slalutcs will preva.il over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by lhe Lessee before it is filed or record in lhe county records and in 
the General Land Office of lhc State of Texas. Once lhe fil ing requirements found in Paragraph 39 of lhis lease have been satisfied. lhe effective date of this 
lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of lhe Texas Business and Commerce Code, lhis lease must be filed of record in lhe office or 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. 
This lc:nse is not effective until a cenified copy oflhis lease (which is made and certified by the County Clerk from his records) is filed in the General Land or 
fice in accordance with Texas Natural Resources Code 52. 183. Additionally, lhis lease shall not be binding upon the Stale unless it recites the actual and I1Ue 

consideration paid or promised for execution of lhis lease. The bonus due the State and lhe prescribed filing fee shall accompany such certified copy to lhe 
Generul Land Office. 

40. Rentals in lhc amount or $53.34 for years two and lhrec of lhis lease have been prepaid. One half (Y,) or lhis amount has been paid 10 the 
Lessor and one half (Y,) has been paid lo the State ofTexas. Rental for the founh year in the amount or $5,360.68 has not been paid and if the fowth year 
rental is not paid lhen this lease will expire. One half (Y,) or the fowth year rental will be paid to the Lessor and one half (Y,) will be paid to lhe State of 
Texas. Rcntol for the lil\h year is included in the founh year rental and iflhe founh year rental is paid lhen no additional rentals are due under this lease . 

BY: William A. Chalfant 

11TLE: President 

DATE: \Q bz .. \c:::t::> 

STATE OF TEXAS 

&~'.Jd!i(AL(.tr~Q~ttr 
OY: Dobbie Sherwood Pinlt 

11TLE: Individually and as agent for the State ofTexas 

Oatc: __ _,c}r....-_~~b~-v-=---<)=---------

STATE OF TEXAS 

11TLE: Individually and as agent for the Stale orTexas 

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

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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STATE OF 

COUNTY OF _S-=:::...
1 
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BOOk 7 i 6 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

PAGE- 16 

Before me, the undersigned authority, on tl1is day personally appeared Bnhbie Sherwood Pirtle. dealing in her sole 
and separate property. known to me to be the persons whose names are subscribed to the foregoing instrument, and 
acknowledged to me that they executed the same fo r the purposes and consideration therein expressed. 

Given under my hand and seal of office this the ilf.e__ day of 5-e ~ 
I 

• 2005. 

~and~~ 
My Commission expires: _...::8:._-oZ._'l>_-_,Q"--'~'---

. .;;i.f·r.~. MARGARET ANNE FORST \' 
·~~~:.·;··. ' Notasy Public f : ': l STATE OF TEXAS 
··~If~ My CaM\. Exp. 8-20-2008 • ... .. 

.r 

True and Correct 
copy of 

Ongmal filed in 
Reeves County 

Clerks Office 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

Befo re me, the undersigned authority, on th is day personally appeared William A. C halfa nt, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President of 
C ha lfant P roperties, Lnc. and acknowledged to me U1at he executed the same for the purposes and 
considerat ion therein expressed, in the capacity stated, and as the act and deed of said corporation 

Given under my hand and seal of office this the 
D 4QC":.C R , 2005. 

® MASHALA K. CROSS 
Nolary Pubhc. Slale of Taus 

My Commission Expires 
7·16·2008 

Notary Public in and for the State of Texas 

day of 

--

------ - ··-· ----=--~--- ----~~'-'---'~--~ 
..XV t"kkVI~I\•!1 H£~t '\ '.,. . ... 'c t '· 1'1L V.t l RENTAl. 
011 USE P' i "' •• ;. •· .;!.CAI.!S£ IJf COLDI 
()Q R.r.tl ~ .:;•.A, ,f. ,.,, . • -.! ,.1 :r.' . ... ' it~)f'R f f~W. 

fil.E NO . 5049 w 

FILED FOR RECORD ON" . THE. __ ----'2"-"ND"-"'-_-DAY OF _ _ ---=.;Nc.=O...:cVEMB-== E:..::R.:...._ __ A. D. 2005 4 : 56 P . H. 

DULY RECORDED ON~ 

1 BY : • I ~ 

4TB DAY OF _ __ _.N"-'0"-'VEMB""""• ~E"-'·R"--_ _ A.D. 2005 10:00 A. H. 

l 1 ~ , DEPUTY DI..AMlfE 0 . FLOREZ , COUNTY CLEJU: 
REEVES COUNTY, TEXAS 

True and Correct 
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 above and loregomg IS a full. true and correct photographiC copy of the 
ong1nal record now 1n my lawful custody and possess1on. as the..si!1: IS 

flledlrecgrdecj 1n the publi~ ~rds ol rn\Ulll!ce ~OjJ'Nn Vfih-IJ-"F-P 
PAGE_l _5 4_. THRU 1 t> Z . UJ.t' J.t' l.lttet:1RD~.u.u.Lv 

···"f~Z>···· I hereoycert1fled on NOVEMBER 8 , 2005 
.:~: :.. .,~ .,t·1:~. -- --
t~rfi ~~~§ DIANNE 0. FLOREz, 
~ l."". i RE VES C UNTY T 
.. ~1'$!.._~ li 
~~f', , co ,,., 
~t.wo~ 
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W ILLI AM A . C HA LFANT, CPL 

September 8, 2005 

Mr. Drew Reid 

CHALFANT PROPERTIES, INC. 
{)J & §aJ. .£eaiin!J and <:P10pulio 

1502 N O RTH BIG SPRING 

P. 0. BOX 3 123 

M IDLA ND, TEXA S 79702-3 123 

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

RE: Center 1/3 of N/ 2SW/ 4 of Section 6 
Block 54, T-5, T&P RR Survey 
Reeves County, Texas 

Dear Mr. Reid: 

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

E-mail: bill@chalfantproperties.com 

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 th is owner. 

The terms are $302.00 per acre ( including pa id up rentals for the fi rst two years) fo r 
a five year paid up lease with 1/ Sth royal ty. Year 4 to be pa id at $201.00 per acre 
( including paid up rentals for the 5th year) 

I would like for the land office to approve the leases as to form and consideration. 
Please email your repl y of approval t o : mashala@chalfantproperties.com 

Sincerely, 

Wi lliam A. Chalfant, CPL 

WAC/ mkc 
enclosures 

-

•• • • •• • ••• 

• • • • • • • • • • • 

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



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



W ILLIAM A. CHALFANT, 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 

{);( & §ai .£1!.a>in9 atzd <.P~op£~tio 

1502 NORTH BIG SPRING 

P. 0. BOX 3 123 

M IDLAND, TEXAS 79702-3 123 

RE : Section 6 : Center 1/3 of N/2 of SW/4 
Block 54, T-5, T&P RR Co Survey 
Reeves County, Texas 

Dear Mr. Reid : 

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

1. Oil and Gas Lease dated September 7, 2005, from The State of Texas, acting by 
and t hrough its agent, Bobbie Sherwood Pirtle, 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 $4,027.17 . 

Also enclosed is a check in the amount of $4,152.17, including lease bonus payment and a 
State filing fee of $125.00. 

Should you have any quest ions, please do not hesit ate to call. 

•••• 
• •••• • Sincerely, 

.. :r: < t?m4A44uJ ---•••••• • • 
• 

• •••••• • • 
• •••••• • • 

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

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

THE ORDER 

Of 

CHALFANT PROPERTI~~LINC . 
LEASE BONUS CLEARING A=ouNT 

(432) 684·9819 
P.O BOX3123 

MIDLAND. TX 79702 

TEXA GENERAL LAND OFFICE 

06012023 

,~ 1 

\ ~. l cc r-, 
-' · C..""/ 
::: ~ _."'1 c a 

~ I 1 
;.. 

.&:- ) 
r-

I • •/ c..-. 
~ I -{ 

:! i'h 
.r- (t; 

-:.. (./' \ 

WEST TEXAS NATIONAL BANK 
MIOI.ANO TX 79701 

7265 

Date 11/ 10/2005 
$ **4. 152. 17 

Four Thousand One l lundred Fifiy-Two and 17/100*********************************** DOLLARS 
t:::l. ~~14 
L!J """ C.• TEXI\S GENERI\L LI\ND OFFICE 

1700 NOR Ti l CONGRE AVE . 
AU TfN. TX 78701 

Memo 
Lease Bonus & tate Filing Fcc: cc 6, Blk 54. T5. T&P 

72!;5 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 O KLAHOM A CITY, OK 73154 
.. .. 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE T HIS DAY AUGUST 19, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND ••• . . ' ••• 
THE SUM OF $2,680.34 DOLLARS 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 •• • • • • • •• 
9/7/2008 TO 9/7/2010 COVERING LESSOR'S INTEREST IN LAN D DESCRIBED AS : 

Survey: T&P RR Block/Suffix: 54 Township: 5 Section: 6 Short Desc: N/2 SW/4 OF SEC 6, BLK 54, TWSP 5, T&PR SVY 

'AYMENT OPTION TO EXTEND 

.EASE NUMBER TX1 990066-000 LEASE DATE: 9/7/2005 

ENTRY NUMBER: 5049 

PROSPECT: DIXIE LAND 

IECORDED: BOOK 716 PAGE 154 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 $5.360.68 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, 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 
bove and date, sign and return the receipt on the day you receive it. If 
:mespondence required, please make reference to lease number. 

Date Received.__,......,.~:::-:--=---------1 

Sign Here COPY FOR 
YOUR RECORDS By _______________ ~ 

Trtle 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

••• • • • ••• 
• 

•••• • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

2.680.34 

2.680.34 

0.00 

2,680.34 

36327 

. 
CHESAPEAKE OPERATING, INC. 

DELAY RENTAL ACCOUNT 
P.O. BOX 18496 

OKLAHOMA CITY, OK 73154 
405/848·8000 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 3632 7 

PAY 
TO 
THE 

ORDER 
OF 

•···---···d·-·2,680 ' DOLLARS ' 34 ' CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

II" 0 3 b 3 2 7 111 

DATE 

08/1 9/2008 

AMOUNT 

$2,680.34 
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