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STATE LEASE MF105985 

CONTROL BASEFILE COUNTY 

07 - 101450 114086 - REEVES / 195 

SURVEY : H & G N RY CO 
BLOCK : 2 
TOWNSHIP : 00 
SECTION/TRACT: 24 
PART 
ACRES : 20 . 00 
DEPTH LIMITS : NO 

LESSEE 
LEASE DATE 
PRI MARY TERM 
BONUS {$) 
RENTAL { $) 
ROYALTY 
VAR ROYALTY 

CHALFANT PROPERTIES, INC . 
Sep 26 2005 
5 yrs 
3020 . 00 
1. 00 
0 . 10000000 
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TrlllS3Ctill # 4928 

LBSS(I': Pigman, Reccia K. 

L8S888: Chalfant Properties, Inc. 

IIASE IISIUTIII 

CIUity X PIN# 
REEVES {j /)., Q • I -

TERMS IFFERED 

Prinary T ll'l1t l5 years --1 

Bonus/ Aa>B: $300.00 1 
Ron tal/ Acre: $1.00 

Royalty: 1/5 

CIMPARIMS 

Mf# Lossoo 

I 
I 

RAL REVIEW SHEET 

GBOiogist: R. Widmayer 

Loaso Date: 9/26/2005 u~ o 
Acres: 20 

Basa FOO No Part Sac. Blo Twp Survoy 
114086 SE/4N~ 24 2 00 H & G N RY CO 

Abst# 
3491 

TERMS RECIMMEIIID 

Primary Torm 1
5 years 

Bonus/Aero $300.00 

Ron tall Aero $1 .00 

Roymty 1/5 

Datu Torm Boous/Ac. Rill tal/ A c. Roy~ Distareo 

~C Last Loaso 

~I J r 
I II 

, [ ]' l [ 
_j[ lL 

COOIIBlts: Paid up rentals. Year 4 to be paid at $201 .00 per acre including paid rentals for 5th year. 

Friday, October 07, 2005 
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. RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

DATE: 07-0ct-05 

Applicant: Chalfant Properties, Inc. County: REEVES 

Prim. Term: 5 years 

Royalty: 115 

Consideration 

Recommended: ~A~ 
Not Recommended: ----

Bonus/ Acre 

Ren tall Acre 

$300.00 

$1.00 ~~'.~ \)~ 

Date: 10 7 · o ~-

Comments: Paid up rentals. Year 4 to be paid at $201.00 per acre including paid rentals for 5th year. 

j LeaseFonn 

Recommended: ~ 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~ 
Not Recommended: ----

Larry Laine, Chi= k 

Approved: ----""~:::....J.L_-
Not Approved: ___ _ 

stoner 

Date: to/to(o':L" 

Date: 

Date: I a ( tt/p L 
r ( I 

Date: ------

Date: ------
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Gencr.11 Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 

11-fiS AGREEMEI'IT is made and entered into this 26tb thy of September, lOOS, between the State of Texas, acting by and through its agent, 
R<ecia K. Pig maD, duliJI& ia btr solt a ad separate property, care of 618 Wu t 4'" Strut. Pecos, TX 79772-2921 said agent huein referred 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 suted below Md of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the Swte of Texas, acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for tl1e sole 
and only PWJIOSC 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( treat and transport said products of the lease, the following lands situated in 
REEVES County, State ofTexas, to-wn: 

Blo<k 2, D&GN Survey 
S.ctioa 24: E/4NE/4NEI4 aad NE14NW/4NW/4 

containing 20.0 aeres, more or less. The bonus consideration paid for this lease is as follows. 

To the State ofTexas: Three Thou5and Twenty and 00/100 
Dollars (S 3 020.00) 

To the owner of the soil: Ihree Th9usand Twcmy and 00/100 
Dollars IS 3 020 00) 

Total bonus consideration: Six Thousand Fony god 00/100 
Dollars (S 6 040.00) 

The tOilll bonus consideration paid represents a bonus of Tbrtt Hundred Two Dollars ($302.00) per aac, on 20.0 net acres. 

2. TERM Subject to the other proVISoons m this lease, this lease shall be for a term of~ years from this date (herein called "primary 
tam") and as long thereafter as oil and gas, or tither of them, is produced in paying quantuies ' from said land. 

As used in this lease, the term "produced in paying quantities" mcaus thiU the receipts from the sale or other authorized commercial use of the substnnee(s) 
covered exceed out of pocket operational expenses for the six 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 shall tenninate, 
unless oo or before such anniversary date Lessee sllllll pay or tender to the owner of the soil or to his eredit in 
the " TillS IS A PAID-UP LEASE: SEE PARI\GRAP!i 40 " Book, 01 ~or its successors (which shoJI 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 11-fE GENERAL 
LAND OFFICE OF 11-fE STATE OF TEXAS, AT AUSTIN, TEXAS, alike sum on or before said date. Payments under this paragraph shall 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 amounts: 

To the owner of the soU: 
Dollin (S ______________________ --J 

To the Swtc of Texas: 

Dollars (S --------------J 
Towl Rental: 

Dollars($ _ __________ -' 

In a like tnllDller and upon like payments or tenders armually, the commencement of a well may be further deferred for successive periods of one (I) year 
each during the primary term. All payments or tenders of rental to the owner of the soil may be made by cbeclc or sight draft of Lessee, or any assignee of 
this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or i1s 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 sucb payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument 
naming another bank as agent to receive such payments or tenders. 

'· 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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~ PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause 10 be paid one-half (1/2) of the royally 
pnJ\lded for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin' Texas. and one-half (1/2) of such royalty IO the 
o"ncr of the soal. 

(A) OfL. Royally payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate distillate and other liquid hydrocarbons recovered from oil or gas run through n separator or other equipment. as hereinafter provided, shall be 
l/5th ' ' plll1 of the gross production or the market value thereof; at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be determined by I ) the highest posted price, plus premium, if any, ofTered or paid for oil, condensate, distillate, or other 
liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, ~r 2) the highest market price thereof ofTered or 
paid in the general area where produced and when run, or 3) the gross proceeds oflhe sale therco( whichever IS the greater. Lessee agrees that before any gas 
produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royally owners through an adequate oil and gas 
separator of conventional 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· thai such £liS be run through a scpar:otor or other equipment may be waived in writing by the royalty owners upon such terms and 
conditioros as 1 hey prescribe 

(B) NON PROCESSED GAS. Royalty on any gas (includmg Oared gas), which is defined as all hydrocarbons and gaseous substances not defmed 
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 extmction of 
gasoline, liquid hydroc:arbons or other produas) shall be 115th part of the gross production or the mar:,;ct value thereof; at the 
option of the owner of the soil or the Commissioner of the Gencral Land Office, such value 10 be based on the highest market price paid or ofTered for gas of 
comparable quality in the general an:a where produced and when run, or the gross price paid or ofTered to the producer, whichever is the greater, provided that 
the maximum pn:ssurc base in measuring the £liS under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base 
temperature shall be sixty (60) degrees Fahrenheit, COtTCCiion 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. 

(q PROCESSED GAS Royally on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 1/Sth pllf'l of the residue gas and the loquid hydrocarbons extracted or the market value thereo( at the option of the 
owner of the sool or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (I <>O-le) of the total plant 
production of residue gas anributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, 
of the total plant production of liquid hydrocarbons attn'butable 10 the £liS produced from this lease; proVIded that if liquid hydrocarbons are recovered from 
gas processed in • piMI in "'hich Lessee (or its parent. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid hydrocarbons shall be 
fifty percent (50%) or the highest percent accruong to a third pllf'ly processing gas through such plant under a processing agreement negotiated at ann's length 
(or if there is no such third party, the highest percent then being specified in processing agreements or contraas in the industry), whichever is the greater. The 
respective royalties on residue gas and on hquid hydrocarbons shall be determined by I) the highest market price paid or ofTered for any gas (or liquid 
hydrocarbons) of comparable quolity in the general area, or 2) the gross prioe poid or ofTered for such residue gas (or the weighted average gross selling price 
for the respective grades of liquid hydrocarbons), whichever is the greater. ln no event, however, shall the royolties payoble under this pBragraph be less than 
the royalties which would have been due had the gas not boen processed. 

(D) OTHER PRODUCTS. Royally on carbon black, sulphur or any other produas produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry", or any other gas, by fractionaling. burning or any other processing shall be !15th 
pllf'l of Uoc gross production of such produas, or Ute market value thereo~ at the option of the owner of the soil or the Commissioner of the General Land 
Office, such market value to be determined as follows: I) on the basis of the hid>est market prioe of each product for the same month in which such producr is 
produced, or 2) on the basis ofthe average gross sale price of each product for ihe same month in which such produas are produced, whichever is the greater. 

S. MINIMUM ROYAL TV. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royolties 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 oo or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties 
paid during the prcecdmg year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this par11graph, the delay rental 
amount 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 time to time, the owner or the soil or the 
Commissioner 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 royall;es accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land 
Office's right to take ots royalty in kind shall not diminish or negate the o"ner of the soil's or the Commissooner of the General Land Office's rights or Lessee's 
obliptions, "'hether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduelion for the 
cost of producing. gathering. storing. separating. treating, dchydmting. compressing. processmg. tmnsponing. 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 producrion related costs . 

8 PLAm FUEL AND RECYCLED GAS. No royally shaU be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subjeelto the writ! en 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 injeelion into 
any oil or gas producing formalion underlying the leased premises after the liquid hydrocarbons contained in the gas ha•1: been removed; no royalties shall be 
payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease . 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not token 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 ool and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that 
royally on ool 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 produe1ion. and 
royalty on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of productiort. 
accompanied by the aiTKiavit of the owner, mannger or other authorized agent, completed in the 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 of the oil and gas, together with a copy of all documents, records 
or reporu conforming the gross production, dispositaon 

True and Correct 
copy of 

Onginal fnecfin 
Reeves County 

Clerks Office 



• •• • • • ••• • .... 
• • •••• 

• 
•••• • •••• 

• •••••• • • 
• 

• •••••• • • 
• ······ • • 

BOUK 716 PAGE 

and ~rl~l value •ncludm& gu meier rc.ad•ns s. p1pcllnc rccc1pU gas hnc rc:cc•pts and other chcct.., nt mcmor'lnda ofamounl ptoduccd and pu11n1o pt~hnc\ 1an\.' N 

pool~ and gu lines or gas ~IOr'a&C and an) Other rcpon~ or record~ ""hlth lhc: Gcnc~ l land OIT•cc ma~ rcquuc 10 .__,,.~ the 1-rnu p..ndutllnn. diSpt'l\tiiM and m1ut..ct 
,Jfuc In all c.asc ~ I he &ulhOftl)' ora nunaccr o r lfCRIIO ICI for lhc L..: ssc:c hcrctn mu)1 be tlkd '"I he Cicncnl Land Offitc Each royalry paymcnl shall t"C accnm('lantcd 
b) a chcd ~ub . schedule SUnvNI")' or o\hcr rcmuunc:c ad ... •cc silo""'"' b)' the us•gncd General Land Office lc::uc number the amoun1 of royalry bc:tn& pa•d on each 
lc:ots-: If Lcssoc: pays h•s rorall)' on Of bcfOfc Uuny (JO) c1&)'S after chc ro)'alry paymcn1 ~~due 1hcn Lc»cc O'-CS a peru try of ~·1. on the roy1lry or S2S 00. "'hachcvct 
I) &IC31Cr A fO)' Jiry ~yment "'hiCh IS O'~>Cf thany (101 days late stullaccnu: J pcn.alry o( 1()-~ of the royalry due or S2) 00 \lohiChcYer IS crater In .addii!On 10 I pc:n.alry. 
royalucs shall accrue 1ntc.rcst at a rate of 12% per year. such tntcrcst W111 bcs•n accru•n& \~then the royally IS sucry (60) days overdue Affidavns and suppon.ng 
documents whaeh arc not filed when due shall tnc-ur 1 penalty 1n an amoun1 set by the General Land Office admanasrnuve Nle wh1ch 15 ctfccuvc on 1hc date when the 
1ffidavus or suppon1ng documenu """'due The lessee sl\111 bar all rcsponstbahty for paytn& or c.aus•n& royalucs 10 be pa.d as pccscnbcd by the due ~tc J)fnvadc:d 
hcu:an Payment oflhc delinquency pc_nalry shall an no """1) operate to prohahat the State's nsht of (orfcuure u provadcd by law nor &CliO posrponc the date on whtch 
ro)'alt1es ..,.·ere onctnally due The above pcnalry prov1s1ons >hall natap~y an ta\CS ofltde d1S9UIC u 10 the State's ponaon of the royalry 01 to that pon1on of the royallY 
1n diSpute n 10 fatr mukct v~lue 

10 IAl RESERVES. CONTRACTS AND OTHER RECORDS Lessee stall 1nnu1lly 1\irntSh ohe CommtSsooncr of ohe Gener1l L1nd Office '""h ou be >I 

pnssable estunate or 01land &a.s reserves underly.nc th" lca.se or allocable 10 th1s lease and shall f\.lm1sh satd Comm1u1oner wuh c:op1cs of all conrncu under whach gas 
IS ~ld or proces.scd And all subliCquenl ag,tecments and amcndmen1s to such c:onrracu wa1han th1ny (JOl days after enlenng mto or makang such conrncts. agreements or 
~mcndmenl.s Such con1nc:u and agreements when rcce1vcd b)' 1hc General Land Office shAll be: held an confidence by the Gcnenl Land Offitc unless othtl"\oot'ISC 
luthouzcd by Leuoc: All Other conU"aas and records pc.rutnanc 10 the produe11on. tnns.poruuon. s.alc and mar1ccunc of 1hc oal and p.s ptodueed on s.~td prem•scs 
1ncludan& I he bools and aeeouniS. rcc:c1p1s and dtschlrccs of 111 wells. urU.s . pools. meters. and p1pc:hncs shall at allumcs be subJCCIIO 1nspc:cllon and cumu\llaon t'l~ 
lhe CommiSSIOner Oflhc Cienenl Land Office. the A nome~ General lhe Governor Of I he rcprc~cn~I!VC of any of them 

(Ill PtRMIT\ DRILLI"G RECORD~ Wronen nnoocc n( all npcrooonn• nn oh" lc»e <tall t>c: suhmlltcd on ohe C"nmmoi<OOncr of oh< (o<ncrol I 1nd 
onice b) Lcucc or opcntor fhc ()) ~) s befOie ~pud dale \<ioCH'l O'~>Cf. rc<nll)' ICffiporlf) ab.lndonmenl Of plu' and l~ndonmenl of any MCII Of ""'"h Such ""'Ttnen 
noucc to the Gc:ncnl land Office shall Include corncs of R.athoad CommiSSIOn forms ror applu:auon 10 dnll Coptes or well tes:u. completiOn rcpOnS and pluggtng 
rcpons shill be supplied 10 the General Land omce lithe lime they arc filed Wllh lhc Teus Railroad CommiUtOn All apphcalton.s. pumals, rcpons Of olhcr fihn&s lhll 
reft~enc:e thas lease or any spccatic: '"'ell on lhe lased premasn and that arc submmc4 10 the Teus Radtoad Commassaon or any other govemmcnlll agency shall 
mclude the: ""ord "'St.ate"" an the 11lle Addmonally, an aecou1&nce wnh R11lr01d Commu.saon rules. any Sl&na&e on the le~sod prcmucs for the purpose or tdenllfytng 
"o~oc:lls. Llnk ballctlc:S ot other Usoctaled Improvements 10 the land must also tnc:ludc the \NOfd "'State .. Lessee shall supply the Genenl Land Office wuh any rcc:otds. 
memoranda, I CCOunts. rcpons. cun1ngs and cores. or Olhcr 1nform~uon relauve 10 the opcnuon of the above~ucnbcd premases. whiCh may be requested by the 
c~ncnl Lind Office. •n addlll()n to those herein up.-essJy pro-..•dcd (Ot Lesue shill hAve an elecHac.alanc11or radaOICUYity survey !'Nde on the bote-hole U:CIIan fTom 
the bue of the surface cu•ne 10 the total depth of""'ell of all "-ells dralled on the above descnbcd prcmtSC$ and s.hlll b"lnsmtl a tnle copy o(thc log o(cach survC)' on 
each ..,.cll1o the General Land Office wnh1n fifteen (IS) da)'S a ncr the malong of satd survey 

(Cl PENAL TIES Lessee slalloncur 1 pcnolry "'hcncvcr rcpons, documcniS or ort>c:r maocroals arc noo filed on ohe Gencnl L1nd Office when due Tl>c: 
pcnalf)' (or laiC tiling shall be: SCI by the Genenlland Office admln1Stn11 ... C rule ~Which" efl"ecuve on the date when the rn&tenals \loefC due an lhe General Land omu 

II DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM If . dunn& ohc pnmary ocnn hereof 1nd proor 10 doscovery 1nd 
producuon of ool or gas on 1oa od l1nd. Lessee should droll 1 dry hole or holes I hereon. or o( durong 1he pro mary ocrm hereof and 1"cr ot>c: doscovery and 1<1•11 produe11on 
of oal or &as from the lc::uc.d premases such producuon lhctc:of should cease from any eause. th1s lc.asc shall nottcrmH\tl c: tf on or before the exp1n11e1n of Sixty tMH days 
(rom date of compleoon of sa1d dry hole or cena11on of produc:11on Lessee commences add•Honal dtllhn& or rework1ng opcnuons thereon, or pays or tenders the next 
annual dc:lay rental an the ~me rNnnc:r as provadcd an lhas lease I(, duung lhc last yur o( the pr1mary 1enn 01 wuhan SIXf)' (60) days pnor thereto. a dry hole he 
complc:ted and ab.lndonc:d. or the producuon ofo1l or ps should cease ror any cause. lessee's n&hu shall rcmatn tn f\.111 force and etfeo Wllhout f"unhcr opcnuons unul 
the eA.panllon of the pumary tum, and 1flcsse.e h.as not rcsumtd productiOn 1n ~ymg quan1111es 11 the cxp1n110n of the prunary term. Lessee may maanum th iS lease 
by conduclln& add1110NI dtllhn& or rcworkanc openttons punuantto Para era ph ll. usang the el(J)Inuon oft~ prtrnary tum IS I he date o( ccss.a uon of produc110n undc.r 
Pa.nc.raph tl Should the Or11 '"'ell or any subsequent well dl!llcd on lhc above de.scr1bcd land be eompleled u 1 shut-an 011 or sas well W1th1n lhc pnmary tefm hetoof. 
le.sS« may resume p.aymcnl or lhe annual rental in the same manner as provtdc.d hc:rc1n on or before lhc rental pey1n1 dale folloW1n& the cxp1ra11on of saxry (601 da)'s 
from the date ofcompiCI'On orwch shuHn Oil Of ps \illtell and upon lhe &!lure to m~ke such paymcnl. lhiS lease Wll tpso faC1o lcnnanate lf atlhe CXp11"11llon C1fthe 
pnmary term or any lime thereafter a shuHn 011 or p5 wetl n loc.alo3 on the lased pcemascs. payments nuy be made 1n accordance wuh the shut·an provas'Ons hcroof 

12 DRILLING AND REWORKING AT EXl'IRATION OF PRIMARY TERM If. 110he cxpor1100n o(ohe promary ocrm. nellhcr ool nor&"' os t>c:onr 
pux.luc.cd on s.a1d land, but Lessee •s then engaged 1n dr1ltan& or rcworl(•nc opc"uons thereon lh•s lease shall remaan 1n fofCe so long 11 operations on Slid ""ell Of (or 

dllllan& or rc..,.·orkan& or any addallonal well are prosecuted'" good fauh and an workmanlike manner wnhoutmtern;puons totJiang more 1han SIXTy (60) days duong an~ 
one such opc"t10n, and •flhcy tesull1n the producuon of o1l :a nd/or ps. solon& thereafter u 01landlor ps 1S produced 1n pay1ng quantiiiCS from sa ad land. or paymcn1 
of shut·ln 011 or ps well royall~es or compcns.~1ory royalttes IS made as prov1dcd 1n lhts lease 

ll CESSATION, ORJLLING, AND REWORKING If. 1ftcr ohe cxpor~ooon oflhe promary ocrm. produeooon ofool or vs from 1he leased premo lo<S. 1ncr 
once obu•ncd. should cease (rom any tlusc. thas lease shall not tctmmate 1flessce commences addthOnal dnlhna or rev.ork1ng opc.rahons w1th1n suny (60) days after 
such ccsyuon. and thas lease sl\all rcmaan '" Nil force and effec. fot so lone u such opcnttons continue an cood fa11h and tn "'orklNinltke manner '"-'llhouttnlerruphon.s 
touhn& more than saxty (60) days If such drtlhng or rc:""or\.•n& opcnuons ruuh an lhC' production of 011 or ps. I he leas.c: Wll rcmaan 1n f\.111 force and effccl ror .a lon& 
IS Oil Of ps IS produced from the lc:a.\Cd premiSC.S 1ft paym& quanl ltiCS Of p.aymenl Of shul·ln Oil 01 pl \Nell royaiiiCS Of payment O( COmpc.ns.ataty royai iiCS IS rn&de IS 

ptov1dc:d hCJCift or :u prOW'Idc.d by law If the dnlhn& or rc""'or\:ln& opcnuon.s rcsul11n the c:omplcuon o(a ...-e lias 1 dry hole. the leas.c: wtll nol lermtNte a(the lessee 
commences adduoonol dtolhn& or ""''"~ong opcra1oons "'olhon soo<ry (60) daY' 1"<1 1hc tompleuon ofohc "'cll u 1 dry hole. and tlus lcalo< shall rcmo on on cffe<1 so ion& 
u Leucc tonltnuc.s dnll•n& or reworktn& opcnuons an &ood fanh a.nd 1n a \N'Oritmanhke manner W1thoul tntcrrupuons totahns m<>fe than sucty (60) days Lessee shalt 
gave .....,.men nouc:e to the General Land Office W\lh ln lhlrty (lOl days of any cessation or produCtiOn 

I< SHllT·Il'l ROYALTIES For purposes o( 1h1S par1gr1ph, ""'ell" mans any wellol\01 las been usogncd 1 well number by 1hc Stale 1geney 1\ovong 
JUrisdiction OYer 1he productiOn ofotl and gas If. at any 11me after the exp1n11on of the pramary tenn o(a lease !hat unul bc1ng shut an. w.s beans ma1nt.a1ned 1n 

fcwcc and efTea, a well c:.a~ble of producmg 011 or gas '" paytng quantiiiCS IS loca1ed on the leased premtses. but oal Ot gAS IS nol being produced for lack of 
su1uble produc:uon fac:•IIIICS or lac:k of a suauble matke1.1hcn Lessee may pay as a shuHn 011 Of ps royalty an amounl equal to double the annual rental provwied an 
tloc lease. buo nor less lhan S 1.200 1 year for each "''II apable of producon& ool or gu on payong qu1nouocs If 1'1r1~ph l or I hiS lease docs no1 spccofy 1 del1y rcn1al 
amount. then (ot the purposes ofthas iNngn.ph. the delay ttntalamount shall be: one dollar (SI 00) per ac:rc To be effecuve, each tnlllll shut-1n 011 or gas royalry 
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muSI be paid on or befon:. (I) the expiration of the primary term. (2) 60 days after thelc:ssce ceases to produce odor ps from the leased premoses, or (3) 60 days after 
l.es5cc completes a drilling or n:working opcnlion in accordance with the lease provisions; whichever dale is latCSI. Such paytnCfll shall be made onc-half(l/2) IO the 
Commissioner o f the Generol land Office and onc-half(l /2) to the owner of the sod. If the shut-in ool or gu royalty is paid, the lease shall be considered to be a 
producing tease 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 fii'St day of the month 
following the month in which production ceased, and, after thai, if no suitable productioo fitcililies or suitable market for the oil or gu exists. lessee may CX!end the 
tease for foor more successive periods of one ( I) year by paying the same amoont each year on or before the expiration of cach shut-in year. 

13 COMPENSATORY ROYALTIES. If, during the period the lease is kept in cffocl by poymcm of the shut-in oil or gu royalty, oil or gas is sold and 
delivered in poytng quantities trom a well located within ooe thoosand (1,000) feet of the I cased premises and completed in the same producing n:scrvoir, or in any ease 
in "hich dram•&• is occurring the right 10 continue 10 mointain the tease by paying the shut-in oil or gas royally shall cease, but the lease shall remain cffcelive for the 
n:maondcr of the year for "itich the royalty has b«n paid. The Lessee may maontain the lease: for ro..r more succ:cmvc YCIII1 by lcsscc payong compensatory royally at 
the royalty rate provided in the lease of the matter value of productioo from the well causing tbc drainage or "hich is completed in the same producong n:scn-oir and 
woth111 one thousand (1 ,000) feet ofthclcased premises. The compensatory royalty os 10 be paid monthly, ooe-half(l/2) to the Commissioner of the General lallld 
OIT'tec and ono-half(l/2) 10 the owner of the soil, beginning on or before the last day ofthe month following the month in "1tich the oil or gas is produced from the welt 
causing the draillllge or that is completed in the same producing reservoir and located withon ooe thoosand (1,000) feet of the lcased premises. If the compensatory 
royalty paid In any 12-month period is in an amoont less than the annual shut-on oil or gas royalty,lesscc shall pay an amount equal to the difference within thirty (30) 
days from the end of the 12-month period. Compensatory royalty paymcniJ which arc not timely paid will accnJe penally and interest in accordance with Paragraph 9 of 
this tcuc. None of these provisions will relieve lessee oft he obligation of rcasonable development nor the obligation 10 drill offset wells as provided in Texas Natural 
ReSO<In:es Code 52. 173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of compensatory royalties can 
satisfy the obligation 10 drill offset wells. 

16. RETAINED ACREAGE. No"'ithstanding any provision of this lease to the contrary, after a wel l producing or capable of producing oil or gas has 
hecn completed on the leased premises. Lessee shall exercise the diligence of a reasonably pruden! operator in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the I cased premises and on matteting the production thercoo. 

(A) VERTICAl, In the evcnllhos lease is in force and cffce11wo (2) year> after the exporation date or the primaoy or cxocnded term it shall then terminate 
as to all of the leased premises, EXCEPT ( I) 40 acres surrounding each oil well capable of producing in payin& quantities and 320 acres surroonding each gas well 
capable of producing in paying quanhties (including a shut-in oa or ps well u provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
contonuous dnlling or n:worl<ing opcrauon._ or (2) the number of KtCS ineludcd in a producing pooled unit pursuant to Texas Natural Rcsoun:es Code 52.151-52.153, 
or (J) such 17ea1er or lesser number of acres as may then be allocated for production purposes 10 a proration unit for each such producing well under the rules and 
regulations oft he !Uilroad Commissioo of Texas, or any successor agency, or other governmental authority havingjurisdiction. trat any time after the cfTCCiivc date or 
the postial lerminauon provisions hercoC the applicable f1<1d rules an: changed or the well or wells located thereon arc reclassified so that less acreage is thereafter 
allocated 10 said well or wells for production purposes. this leuc shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production 
purposes. Notwithstanding the termination of this lease as to a portion of the lands coven:d hereby, l essee shall nevertheless cont inue to have the right of ingress to and 
egress from the lands st ill subject to th is lease for all purposes described in Paragraph I hcrco( together with easements and rights-of-way for existing roads, existing 
pipelines and other existing fac~it ics 011, over and across all the lands described in Paragraph I hercof('thc reta ined lands1. for access to and from the retained lands 
and for the gathering or transpocution of oil, gas and other minerals produced from the retained lands 

(8) HOR1ZONTAL. In the event this lease is in force and effce1 two (2) years after the cxpiratioo date of the primary or extended term it shall further 
tcrmina1c u 10 all depths below 100 fcct below the total depth drilled (hereinafta- "deeper dcpths1 in caeh well located ooaereage rdained in Paragraph 16 (A) abcvc; 
unless on or be lOre two (2) years after the primary or extended term Lessee pays an amoonl equal to ooc-half(l/2) of the honus origioally paid u consideratioo for this 
lease (as specified on page I hereof) If such amoont is paid, this lease sholl be in fon:c and effect u to such deeper depths, and said termination shall be delayed for an 
additional period oft" -o (2) year> and so loog tha-eafter as oil or gas is p<oduced in paying quantities from such deeper depths covered by this tease. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shall, u nearly u practical, be in the form of a square with 
the well located in the center thcrco( or such other shope as moy be IJIIIroved by the Commissioner oftbc General land Office. Within thtrty (JO) days after partial 
lermonatoon ofthis lease as provided herein, Lessee shall execute and record a release or relcascs COI1taining a satisfitctory legal descriptioo of the acreage and/or depths 
not retained hereunder. The recorded release, or a certified copy of same; shall be filed in the General lallld OIT'tec, accompanied by the filing fcc prescribed by the 
General land Office rules in effect on the dale the relcase is filed. If lessee fails or refuses 10 execute and record such release or releases 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 wri11cn instrument the acreage and/or depths 10 be 
released hereunder and record such instrunocnlal l essee's expense in the county or counties where the lease is locotcd and in the official records of the General Land 
OIT'occ and such designation shall be binding upon lessee for all purposes. 

17 OfFSET WELLS. Ncother the boous. delay rentals, nor royalues paid, or to be paid. under th is lease shall relieve Lcsscc of his obligation to protect 
the oil and gas under the abcve-descnbed land from being drained. Lessee, sublessee, rec:civa- or other agent in control of the lcased premises shall drill as n-ay wel ls 
as the &as may JU5lofy and shall usc appropr111e means and drill to a depth necessary to prevent undue drainage of oft and gas from thclcased premises, In addition, if 
ool and/or gas should be produced on commercial quaotities wrthin 1,000 feet of the leased premises. or in any case where the I cased premises is being drained by 
productioo of oil or gas. the l..esscc; sublessee, receiver or other agcn1 in control of the leased premises shall in good !lith begin the drilling of a well or wells upon the 
leased premises within 100 days after the draoning well or welts or the welt or wells completed within 1,000 feet or the leased pn:mises start producing in commercial 
quantities and shall prosecute such drilling with diligence. Failure to sansfy the statutory offset obligation may subject this lease and the owner of the soil's agency 
nghiJ 10 forfcllurc. Only upon the determination of the Commissioner of the General land Office 1nd with his "TiHen approval may the payment of compensatory 
royalty under opplicablc SIB IUiory parameters satisfy the obligatiooto dnll an offset well or wells required under th is paragraph 

18. FORCE MAJEURE. I( a fter a good faith effort, Lc:sscc is prevented from complying with any express or implied covenant of this lease, fiom 
conducllng dnlling operations 0111hc !cased premises, or from produclna ool or gas from the leased premises by reason of war, n:bcllion, riots. strikes. actS of God, or 
any valid order, rule or rcgulatioo of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and l essee 
shall not be liable for damages for failure 10 comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by nny such cause. from 
conducting drill ing and reworking operotions or from producing oil or gas from the leased p<cmises. llowcvcr, nothing in this paragraph shall suspend the payment of 
delay remals in order to mointain this lease in cffcel during the primary term in the absence or such dnlling or n:..·ooting operations or production of oil or gas. 
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19. WARRANTY CLAUSE. The owner or the soil wan11nts and agrees 10 defend tide to the leased premises. lflhe owner oflhe soil dcfauhs in payments 
owed on the leased premises, then Lessee may redeem lite rights of lite owner of the soil in the I cased premises by paying any mortgage, taxes or other liens on the 
leasod premises. If Lessee makes payments on behalf of the owner of lite soil under litis paragraph, Lessee may recover the cost oftllese payments from the rental and 
royalties due the owner of tile soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface csatc in the above described 
lond, whetllcr or not Lessee's interest is specified herein, then !be royalties and renlal herein provided to he paid 10 the owner of !be soil shall he paid to him in the 
proponion which his interest hcors to the entire undivided surface estate and the royalties and rental herein provided to he paid to the Commissioner of the General 
Land OffiCC of the State of Texas shall be likewise proponionatcly reduced. Ho\\cver, before Lessee adjusts tile royalcy or rental due to the Commissioner of the 
Gcnc:tlll Land Office, Lessee or his authorized r<:prcsentalivc must submit to the Commissioner of the General Land Office • wriuen Statement which explains the 
discrepancy between the interest purportedly leased under this lease a.nd the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Offoec shall be paid the value oft he whole production allocable to any undivided interest not covered by a lease, less the proport ionate development and production cost 
allocable to such undivided intcrcsl. However, in no cvcm shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to 
tile undivided interest not leased an amount less !ban the value of on<>sixtccnth ( 1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. I( during the primary term, a portion of !be land covered by this lease is included within the boundaries ora 
pooled unit !bat has hcco approved by the School Land Boord and the owner of tile soi l in accordance with Natural Resources Code Sections 52.15 1-52. 154, ofiC at any 
time a.fter the expiration or the primary term or the extended term, this lease covers a lesser number of acres than the total amoum described herein, payments that arc 
made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released. surrendered, or 01herwisc severed, so thai payments determined 
on a per acre basis under the terms of this lc:asc during the primary term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or, 
if after the cxpir:uion of the primary term, the number of acres actually retained and onvcted by til is lease. 

21. USE OF WATER. Lcsscc shall have the right 10 usc water produced on saod land necessary for operations under this lc:asc except water from wells or 
tanks of the owner of the soil; p<ovoded, however, Lcsscc shall not usc potable water or wata suitable for livestock or irrigation purposes for watcrOood operations 
without !be prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay tile owner of the soil for damages caused by its opcrations to all personal p<operty, improvements, 
livestock and crops on sud land. 

23. PIPELJNE DEPTH. When requested by tile owner oft he soil , Lessee shall bury its pipelines below plow deptll. 

24. WELL l-OCATION LIMIT. No wdl shall he drilled nearer !ban two hundred (200) feet to any house or bam now on said premises without the "riucn 
onnscnt oflhc owner of the so~. 

25. POLLUTION. In developing litis area, Lessee shall use lite highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution Of coastal \\Ctlands, natural waterways, rivers and impounded water shall be plCVCnted by the use of onntainmenl filciJitiCS SUffiCient 10, plCVCnl 
spillage, seepage or ground water contanlination. In the event of pollution, Lessee shall usc all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage 10 public and private propcnies. Lessee shall build and mainta.in fences around its slush, sump, and drainage pits and 
omk batteries so as to protcellivcstock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all slush 
pits and cellars and onmpletdy clean up the drilling site of all rubbish theronn. Lcsscc shall, while conducting operations on the lea.sod premises, keep said prcnliscs free 
of all rubbish, cans, botlles, paper cups or garbage, and upon completion ofopcntions shall restore tbe surflcc of the land to as ncar its original condition and contours 
as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subjcelto limitations in this paragraph, Lessee shall have tile right to remove machinery and fixtures placed by Lessee 
on the leased premises, including the right to draw a.nd remove easing. willtin one hundred twenty (120) days a Ocr the expiration or the termination of litis lease unless 
the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not r<:move casing from any well capable of producing oil and gas in 
paying quantities. Additionally, Lessee n11y not draw and remove casing until after thiny (30) days wriucn notice to the Commissioner of the General Land Office and 
to lh.e o~Tier of the soil The: O\o\Tict of the soil shall become tbc owner of any machinery, fixtures, or casing which arc not timely removed by lessee under the terms of 
this paragraph, 

27. (A) ASSIGNMENTS. Under tile conditions contained in this paragraph and Paragraph 29 of this lc:asc, the rights and estates of either pany 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 repr<:sentatives, successors and 
3Ssigns. However, a change or division in ownership of the land, rentals, or royalties wi ll not enlarge the obligations of Lessee, diminish the rights, privileges and 
eStates of Lessee, impair the effectiveness of any payment made by Lcsscc or impair the c1Tce1ivcness of any act performed by Lessee. And no change or division in 
ownership of the land, rentals, or royalties shall bind Lessee for any purpose unt il thirty (30) days after the owner of the soil (or his heirs, devisees, legal r<:prcscntatives 
or assigns) furnishes lhc Lessee with satisfactory WTinco evidence of the change in ownership, includjng the original recorded munimcnts ofti1lc (of a certified copy of 
such original) when the ownership changed because ora conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and 
discharge Lcsscc of all subsequent obligations under this lease. I r this lease is assigned in itS entircry as to only pan of the acreage, the right and option to pay rentals 
shall be apportioned as between the several owners flltably, according to the a.rca of each, and lililure by one or more of them to pay his share of the r<:ntal shall not 
a(fecl this lease on the part of the land upon which pro 111.ta rentals arc timely p1id or rendered; howc:va, if the assignor or assignee does not fi1c a certified copy of such 
assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure 10 pay tile cntile r<:ntal due under Paragraph 3 . 
Every assignee shall suecccd to all rights and be subjce1to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior assignee of the 
lease, including any liabilities to dtc State for unpaid royalties . 

(B) ASSIGNMENT Ll MITATION. Notwithstanding any p<ovision io Paragraph 27(a), if the owner ofthe soil acquires this lease in whole or in pad 
by assignment without the prior wriucn approval of the Commissioner of the General Land Office, this lease is void as of the time ofassigruncnl and the agency power 
oft he owner may he forfeited by the Commissioner. An assignment will be tmued u if it were made to the owner oft be soi l if tile assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a p<incipal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of tile soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) • partner or employee in a partnership "11ich is the owner of the soil: 
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(6) a fiduciary for the owner of t he soil: including but not limited 10 a guardian, trustee, eKccutor, adminislnllor, receiver, or conservator-for the 

owner of the soil. or 
(7) a filmily member oflhc owner oflhc soil or related 10 the owner of the soil by marriage, blood, or adoprion. 

28. RELEASES. Under the conditiOns con1ained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner oflhe soil 
and place of record a release or rdc::ascs covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be 
rcheved of all subsequent obligations u 10 acreage surrendered. If any part of !his lease Is properly surrendered, the delay renll!l due under this lease shall be reduced by 
the proportion that the surrendered tereage bears to the acreage which wa.s covered by 1his lease immediately prior IO such surrender. however, such relc:asc will not 
relieve Lessee of any liabilities which may have accrued under this lease prior to lhe surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any part of this lease is assigned or released. such assignment or release must be recorded 
in !he county where the land is situated, and the recorded instrument or a copy of the recorded innrumcnt certified by the County Cieri: of the county in which lhc 
instrument as recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fcc. If any such 
assignment is no1 so filed, the rights acquired under this lease shall be subject to forfeiture at the oprion oft he Commissioner of t he Genaal Land Office. 

30. DISCLOSURE CLAUSE. All provisions pc:r1aining 10 the lease of the above-<lescnbcd land have been included in this instrument including the 
sutemena of lhe true considc:rotion 10 be paid for the execution of this lease and the rights and dut ies of the parties. Any col lateral agreements concerning the 
development of oil and gas from lhc lc:ascd premises which arc nor contllined in !his lease render this lease invalid. 

3 1. FIDUCIARY OlJTY. The owner oflhe soil owes the Stale a fiduciary duty and must fully disclose any facts a !Teeling the Slate's intcreSI in the leased 
premises. When the interests of the owner of the soi l conOicl with those of the Sll!tc, the owner of the soil is obligated 10 pul the Slate's interests before his personal 

inu:rests. 
32. FORFEITURE. If Lessee shall filii or refuse 10 make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 

agent should knowingly make any fillse return or fi>lsc report concerning producrion or drilling, or if Lessee shall filii or refuse to drill any oiisct well or wells in good 
fi>ith u required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should foil 10 file reports in the manner 
required by law or filii to comply with rules and regulations promulgated by the General Land Off ace, the School Land Board, or the Railroad Commission, or if Lessee 
should refuse the proper aulhority access 10 the records pc:r1aining to operations, or if Lessee or an authorized agent should knowingly filii or refuse 10 give correct 
information to the proper authority, or knowingly fail or refuse to furnish the General Land Offoce a correct log of any well, or if Lessee: shall knowingly violate any of 
the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the Gcnaal Land Off1tt as required by law, the rights acquired under 
this lease shall be subjed to forfeiture by the Commissiona, and he shall forfeit same when sufficiently informed oflhc fi>crs which authorill: a forfeiture., and when 
forfeited the area shall again be subject to lease under the terms of the Relinquishment Acr. tlo"ever, nOilaing herein shall be construed as Wlliving the automatic 
termination of this lease by operation oflaw or by reason of any spccial limilation arising hereunder. Forfeitures may be SCI aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General land OfflCC of future compliance with I he provisions of 
the law and of this lease and the rules and regulations that may be adopred relative hcrc!O. 

33. LIEN. In acoordancc with Texas Natural Resources Code 52.136, 1hc: State shall have a first lien upon all oil and gas produced from lhe area covered 
by this lease 10 secure payment of all unpaid royalty and other sums of money thai may bocomc due under this lc:asc. By acccptllllcc of this lease, Lcsscc: grants the 
Stale, in addition 10 the lien provided by Texas Natural Resources Code 52.136 and any other applicable staiUiory lien, an express contracruallicn on and security 
interest in all leased minerals in and c:xtracred from the ICJsed premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whcrher such 
proceeds arc held by Lessee or by a third party, ond all fixtures on and improvements 10 lhc leased premises used in connedion wilh the producrion or processing of 
such leased minerals in order 10 secure the paymcm of all royalties or other amoums due or 10 become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason ofLcssec:s breach of any covenant or condition of this lease, whether express or implied. This lien and security inla-CSI may be 
foreclosed with or without court proccc:dings in the manner provided in the Title I, Chaprer 9 of the Tcxa.s Business and Commerce Code. Lessee agrees thai the 
Commissioner may require Lessee: 10 execute and record such instruments as may be reasonably necessary 10 acknowledge, a11acla or pcrfec1 this lien. Lessee hereby 
represents lhalthc:rc arc no prior or superior liens arising from and relating 10 Lessee's acrivities upon the abovc-<lcscribed property or from Lcsscc:'s acquisition ofthis 
lease. Should I he Commissioner at any lime dcrcrmine that this rcprcseniBiion is not true, then the Commissioner may declare this lease forfeited as provided herein. 

34. POOLING. Lcsscc is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under th is lease with any other leasehold 
or mineral interest for the explora tion, development and producrion of oil or gas or either of them upon the same terms as shall be approved by the School Land Board 
and the Commissioner ofahe General Land Office for the pooling or unitizing of the intcrtSI of the Sll!le under this lease pursuant to TeXBS Natural Resources Code 
52. 15 1-52. 153. The owner of the soi l agrees that the inclusion of this provision in 'this lease satisfies the execution requirements Slated in Texas Natural Resources Code 
52.152 . 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their offacers, employees, partners, a gents, 
contractors. subcontractors., gucsas, invitees, and their respc:ctive SUCCC$SCM"S and assigns. of and from all and any adions and causes of action of every nature, or other 
hann, including environmental harm. for- which recovery of damages is sought. including, but noc limited to, all losses and expenses which a.n: caused by the activit ies 
of Lessee, its officers, employcc:s. and agents arising out of, incidcnlalto, or resulting from, the operations of or for Lessee on the leased premises hereunder, or that 
may arise 001 of or be occasioned by Lcsscc's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable act or emission of 
Lessee. Further. Lcsscc: hereby agrees 10 be liable for, exoncnne, indemnifY, defend and hold harmless lhc Slate of Texas and the owner of the soi l, their officers, 
employees and agents. !heir sueocsson or assigns, againSI any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, 
or or her harm for which rCC()vcry of damages is sought under any theory including Iori, c:ontntc~ or stricr liability, including auorneys' fees and other legal expenses, 
including those rela ted 10 environmenlal ha:zllrds, on the le~scd premises or in any way related 10 Lessee's fililurc 10 comply with any and all cnvironmentlll laws; those 
arising from or in any way related 10 Lcssec:'s operations or any or her of Lcsscc's activities on the leased premises; those arising from Lessee's usc of the surface of the 
leased premises: and those tha t may arise out of or be occasioned by Lessee's breach of any oflhc terms or provis ions of this Agreement or any other act or omission of 
Lessee. its directors. officers, employees. partners. agents., contractors, subcontractors, guests, invitees. and their respective successors and as5igns. Each assignee of this 
Agrccmen~ or an interest therein. agrcc:s to be liable for, exonerate, indemnify, defend and hold harmless the Slate of Texas and the owner of the soil, their officers. 
employees, and agcn1s in the same manner provided above in conned·ion with I he acaivilics of Lessee. its omcers, employees. and agents as desaibed above. EXCEPT 
AS OTIIERWISE EXPRESSLY LIMITtD IIEREIN, ALL OF Til E INDEMNITY OBLIGATIO NS AND\OR LIABILm ES ASSUlii ED UND[R mE 
TERMS OF TillS AGREEMENT SHALL liE WlTilOlff LIMITS AND WITIIOlff REG ARD TO THE CAUSE OR CAUSES TUEREOF (EXCLUDING 
PRE-EXISTING CONDITIONS), STRICT LIABI LITY, OR T ilE NEGLIGENCE OF ANY I' ARTY OR PARTIES (INCLUDING TilE NEGLIGENCE O F 
TilE INDEMNIFI ED PA.RTY), WJIETIIER SUCII NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

• •A• 
True and Correct 

copy of 
Original filed in 
Reeves County 
Clerks Office 
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36 ENVIRONMENT AI.. HAZARDS Lessee shall use lhe highest degree of care and reasonable safeguards to prevent contamination or pollutoon 
of any envoronmental medium, including soil, surface waters, groundwater, sedoments, and SUTface or subsurface strata, ambient air or any olher 
envoronmcntal medoum on, on. or under, the leased premises, by any waste, pollutan~ or contaminanL Lessee shall not bring or pennit to remain on the leased 
prernoses any asbestos eontaJrung mata"ials, explosovcs, toXJe materials, or subSUIJlc:es regulaled as hazardous wastes, hazardous materials, hazardous 
subsUirlc:es (as the term "Hazardous Substance" is defmed in lhe Comprehensive Environmental Response, Compensation and Liability Ad (CERCLA), 42 
U.S C. Seaoons 9601, et seq.), or toxie substances under any federal, swe. or loc:al la\V or regulation ("Hazardous Materials"), except ordinary products 
commonly used in conneaion wilh oil and gas explonllion and development operations and stored in lhe usual manner and quantities. LESSEE'S 
VIOLATION Of T il E FOREGOING PROLUBITION S IIALL CONSTITUTE A MATERIAL BREAC H AND DEFA ULT HEREUNDER AND 
LESSEt: S ltJ\LL INDEMNl fY, UOLO HARMLESS AND DEFEND T il E STATE OF TEXAS AND TI:IE OWNER Ot' TUE SOIL F ROM AND 
AGAINST ANY CLA IM S, DAMAGES, J UDGMENTS, PENALTIES, LIABILITI ES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT COSTS) CAUSED BY OR ARIS ING OUT OF (1) A VIOLATION Of TUE FOREGOING PRO WBITION OR (II) T U E 
PRESE CE, R ELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIA LS ON, UNDER, OR ABOUT TilE LEASED PREMISES DURING 
LESSEE'S O CCUPANCY OR CONTROL OF TilE LEASED P REMISES. L ESSEE SHALL C LEAN UP, REMOVE, JU:MEDY AND REPAIR 
ANY SOIL OR G ROUND WATER CONTM11NAT ION AND DAMAGE CAUSED BY T ilE PRESENCE OR RELEASE OF ANY LIA1.ARDOUS 
M ATERIALS IN, ON, UNDER, OR ABO UT TUE LEASED PREMISES D RJNG L£ SEE'S OCCUPA CY Of TIJE LEASED PREM ISES I 
CONFORMANCE WITII TI.IE REQUlREMENTS OF APPLICABLE LAW. T illS INDEMNIF ICATION AND ASSUM PTION SIJALL APPLY, 
BUT IS OT LIM ITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAK£N P URSUANT TO CERCLA OR ANV OTU£R 
ENVIRONMENTAL LAW OR REGU LATION. LESSEE SHALL IMMEDIATELY G IVE T i l£ STATE Of TEXAS AND T LJ£ OWNE R OF TIJE 

O I L WRJTTE NOTICE OF ANY BREAC U OR SUSP ECTED BREAC LI OF T illS PARAGRAPll, UPON LEARNING OF TIJE PRESENCE 
Of ANV UA1.ARDOUS MATERIALS, OR UPON RECEIVING A NOT IC E FROM ANY GOVERNMENTAL AGENCY PERTAINING TO 
OAZA RDO US MATERIA LS WIIIC U MAY AFFECT T UE LEASED PREMISES. TilE OBLIGATIONS Of LESSEE H EREUNDER SUALL 
SURVIVE T HE EXP IRATION O R EARLI ER TERMINATION, FOR ANY REA ON, OF T illS AGREEMENT. 

37. APPLICABLE LAW. This lease os issued under the provisions of Texas Natural Resources Code 52. 171 through 52.190, commonly known as 
the Rclinquoshment Aa, and olher applicable st11tutes and amendments thereto, and of any provosion in this lease does not conform to lhese sta tutes, lhe 
statutes w~l prevaol over any nonconfonning lease provisions 

38 EXECliTION. This oil and gas lease must be signed and acknowledged by lhe Lessee before it os med of record in lhe county records and in 
the General Land Office oflhe State of Texas. Once the ming requirements found in Paragraph 39 of this lease have been satisfied, the effective date oflhis 
lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code, this lease must be filed of record in the office of the 
County Clerk rn any county in which all or any part of lhe leased premises is located, and certified copies !hereof must be filed in lhe General Land Office. 
ThiS lease is not effeaive until a cenilied copy oflhis lease (which is made and c:enificd by the County Clerk from his records) is filed in the General Land Of 
lice in accordance wolh Texas Na1uraJ Resources Code 52. 183. Additionally, this lease shal l not be binding upon lhe State unless it recites the aauol and true 

eonsoderation paod or promised for execution of thos lease The bonus due the State and lhe preserobed filing fa: shoJI accompany such certified copy to lhe 
General Land Office 

40 Rentals m the amount of S40.00 for years two and three of this lease have been prepaod. One half (V.) of lhos amount has been paid to lhe 
Lessor and one half(V.) has been paid to lhe State of Texas. Rental for lhe fourlh year m lhe amount of$4,020.00 has not been paid and if lhe founh year 
rental is not paod lhen lhis lease will expire. One half e/,) of tbe fourlh year rental will be paid to lhe Lessor and one half (V>) will be paid to the State of 
Texas. Rental for the fifth year is included in lhe fourlh year rental and ifche fourlh year rental is paid lhen no additional rentals are due under th is lease 

t LES~~. Ioc. 
BY: William A. Cba.lfant 

TITLE· President 

DATE. 1 , _:~1 D\c6 

STATE OF TEXAS 

TITLE: lndividuaUy and as agent for the State of Texas TITLE: Individually and as agent for lhe State ofTexas 

Date ---~.I:.....'LJ=---_-s.(.£..__-_o_..r=------ Date: ______________ _ 
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copy of 

Original filed in 
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Clerks Office 
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STATE OF 

COUNTY OF C t:E tt£ ::> 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

Before me. the undersigned authority, on this day personally appeared Rteda K. Pigman. dealing in her 5ole and 
sepan~te property, known to me to be the persons whose names are subsaibed to the foregoing instrument, and oeknowledgcd 
to me thO! they executed the same for the purposes and CIOI1Sidcnllion therein expressed. 

TH 
Given under my hand and seal or office this the _:t_:__ day or _ _,.O=c.:...r..:oe.<tLi :;i7,c,A.~--· 2005. 

~~ 
Notary Public in and for 

My Commission expires: t(JI - o s --1, c o .-

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 William A. C ha lfant, 
known to me to be the person whose name is subscribed to the foregoing instrument, as P res ident o f 
C halfa nt Properties, lnc. 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 of office this the day of 

Dr=roe£.2 , 2oos. 

® 
MAS HAL A K. CROSS 

NOtary Pu!>lic. Stall ol Texu 
Mv Commrss10n Expires 

7·16·2008 

- ----- - -·----

fiLE NO . 5048 

Notary Public in and for the State of Texas 

--

Art t'kO\Irsrvr~rtEH tl~ ·., " c" ~·. , <~ • • ~ ~~~L :..t l . KENlAI.. 
011 USI' 1!1 I hi ' ' ' S<;~ ·"•J ·.,. < ·J•'f~"l UCAUS£ llf COUll 
011 fUa C> .~IA!.oO .\..\0 ~~t:.• .O•;.!, dt! ' ~OCI! I t llla.t.l. 
tAll 

FILED FOR RECORD Olf .tHE. _ __:2:.:ND.:.=.... ___ DAI OF __ N_O_VEMB _ _ E_R _ ___ A.D. 2005 4 :56 P • M. 

DULY RECORDED Oli,.l"HE. _ __ ::s.4..&..TII.u..... __ .DAY OF 

I 
'--) ......, 

n:_41~~~~~--~~~------· D~ 

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

DIAIIIIE 0. P'LOllEZ , COOWTY C1..DI 
RKEVES COUlCTY , TUAS 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

) 

i 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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WILLIA M A. CH A LFANT, CPL Ofc: (432) 684·9819 
Fax: (432) 682·2601 

E-mai l: bill@chalfantproperties.com 

CHALFANT PROPERTIES, INC. 

September 29, 2005 

Mr. Drew Reid 

{);[ & §ai ..£uuin9 and <:PtopnLio 

1502 NORTH BIG SPRI NG 

P. 0. BOX 3 123 

MIDLAND, TEXAS 79702-3 123 

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

RE: SE/4NE/4NE/4 and NE/ 4NW/ 4NW/ 4 of Section 24 
Block 2, H&GN Survey 
Reeves County, TX 

Dear Mr. Reid : 

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 rental s 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 reply of approval to : mashala@chalfantorooerties.com 

Sincerely, 

William A. Chalfant, CPL 

WAC/mkc 
enclosures 

•• • • • • • • • • • • • •• • • • • • • • • ••• • ••• 
AAPL's FIR ST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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W ILLIAM A. CH .>\LFAN7, 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 

![)J 0 0a1 ..Cuuin9 and <J.J,opnli£J 

1502 NORTH BIG SPRING 

P. 0 . BOX 3123 

MIDLAND, TEXAS 79702-3 123 

RE: Section 24: SE/4NE/4NE/4 and NE/4NW/4NW/4 
Block 2, H&GN 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 26, 2005, from The State of Texas, acting by 
and through its agent, Reecia K. Pigman, dealing in her sole and separate 
property, covering her interest in 20.0 net mineral acres. The State of Texas to 
receive lease bonus payment of $3,020.00. 

Also enclosed is a check in the amount of $3,145.00, including lease bonus payment and a 
State filing fee of $125.00. 

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

Sincerely, 

L'c?J144il44UJ 
Will iam A. Chalfant, CPL 
WAC/sss 
Enclosures 

AAPL' s FIR ST INDEPENDENT LANDMAN OF THE YEAR 1998 • 1999 
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t CHALFANT PROPERTIES INC. 
LEASE BONUS CLEARING ACCOUf'rr 

(432) 684·9819 

WEST TEXAS NATIONAL BANK 7264 
MVlANO, TX 79701 

PAY TO 

Tl-tf'~OER 

or 

PO BOX3123 
M IDLAND, TX 79702 

l"EXA GENERAL LAND OFFICE 
Date I I I I 0/2005 
$ **3. 145.00 

Three Thousand One llundrcd Forty-Five and 001100*************••••**•••••••• ••**** DOLLAF 

TEXA GENERAL 1..1\ND OFFICE tD 
1700 NOR Ti l CONGRE 1\ VE. 
1\U TIN. TX 78701 

Memo Lease Bonus & tate Fil ing Fcc: cc 24. Blk 2. II&GN 

72!; ~ 
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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 $2,010.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW •• • • • • • •• IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

9
,26,2008 TO 912612010 COVERING LESSOR' S INTEREST IN LAND DESCRIBED AS: 

Survey: H&GN RR CO. Block/Suffix: 2 Section: 24 Short Desc: SENENE,NENWNW OF SEC 24, BLK 2, H&GN SVY 

>AYMENT OPTION TO EXTEND 
_EASE NUMBER TX1990065-000 LEASE DATE: 9/26/2005 

ENTRY NUMBER: 5048 

PROSPECT: DIXIE LAND 

~ECORDED: BOOK 716 PAGE 145 

=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 

COUNTY/PARISH REEVES 

Acct: 

1/2 $4,020.00 FOR ADDITIONAL 2 YRS 

COPY FOR 
YOUR RECORDS 

Subtotal 

BANK SERVICE 
CHARGES 

'he aHached check is for the person(s) named above. Please date, sign 
md return the aHached receipts on the day you receive it. If directed to 
, bank, please deposit the amount to the credit fo 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. 

Sign Here_ -¥AJ.+1F}--A-l=.c......,. ........ ........,.....---~ Grand Total 

By _ __________________________ ~ Check No. 

Tille 

••• • • • •• • 
• 

•••• • • •••• 
•• • • • • •• • 

STATE TX 

AMOUNT 

2,010.00 

2,010.00 

0.00 

2,010.00 

36325 

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 5 

PAY 
TO 
THE 

ORDER 
OF 

... ~-~~~·-··2,010 • DOLLARS • 00 • CENTS 

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

DATE 

08/19/2008 

AMOUNT 

$2,010.00 
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