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W lll,IAM A. CHALFANT, CP L Ofc: (432) 684-9819 
Fax: (432) 682-2601 

[-mail: bill@chalfantproperties.com 

CHALFANT PROPERTIES, INC. 

November 4, 2005 

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

RE: All of Section 36 

Oil & 9a> ...Cco.>in:J am/ <.P,opni.iL> 

1502 NORTH BIG SPR ING 

P. 0. BOX 3123 

M IDLAND, TEXAS 79702-31 23 

Blk 57, T2, T&P RR Co Survey 
Reeves County, Texas 

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 rentals for the first two years) for a five year 
paid up lease with 1/4th roya lty. Year 4 to be paid at $301.00 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@chalfantproperties.com 

Sincerely, 
~-~?-c;; 

--~ --William A. Chalfant, CPL 

WAC/mkc 
enclosures 
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TransactiJn # 4974 

L8SS1r: Long , Ricki Lewis 

LBSSOO: Chalfant Properties, Inc. 

lfASE IISI:RPTIIN 

CIUity PIN# 
REEVES W 1~1) +- _. 

TIRMS BFHRED 

Primary T 11'111: 

Blnls/ A~ro: 

Rontal/ Aero: 

Royalty: 

CBMPARISINS 

Mf# 

5 years ~ 

$300.00 

I $1 .00 

1/4 

Lesseo 

:=====::..::] L_ --1 1~1 ---------

HAL REVIEW SHED 

Baso roo No Part 
92590 ALL 

GBOioglst: R. Widmayer 

Leasa Data: 10/31 /2005 

Acres: 640 

Soc. Diode Twp Survoy 
36 57 02S T & P RY CO 

TIRMS RECIIMMENIIII 

Primary Term 5 years ~ 

Boms/AirB $300.00 

Rontal/ Aero $1.00 

Royalty 1/4 - -

Ul: 0 

Abst# 
2358 

Date Term Bonus/Ac. RllltaiiAc. Royalty Distafi:B 
Last Leasa 

1 I ~=====-==--:-=-:=-------: ...___ _ __, ...____~ .______~ ...___ _ __, '-------' .__ ___ _, 
L I[ 

CllllllllltS: Paid up rentals for 2nd and 3rd years. 4th year rental will be $301.00 per acre including the 5th year rental. 

-12... I -o::, 

Thursday, December 01 , 2005 



RELINQuiSHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 01-Dec-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Corrunissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chalfant Propetiies, Inc. 

Prim. Term: 5 years 

Royalty: 1/4 

Consideration 

Recommended~~ 
Not Recommended: ----

Bonus/Acre 

RentaVAcre 

Date: I z • I ·O :;-

County: 

$300.00 

$1.00 

REEVES 

Comments: Paid up rentals for 2nd and 3rd years. 4th year rental will be $301 .00 per acre including the 5th year 
rental. 

,~ase Form 

Recommended: fl-cflJ 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: 

Not Recommended: - ---

Bill Warnick, General Counsel 

Recommended: b~ 
Not Recommended: - ---

Larry Laine, Chief Clerk 

Approved: ?g/)= 
Not Approved: ___ _ 

ss10ner 

Date: Jl j , 3/o) 

Date: I -s-o ~ 

Date: I I I >I ob 

Date: -+/-+4//....::........:) /_cJG_ 

Date: rs- Jvut Of 





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

E-mail: bill@chalfantproperties.com 

' 

• •• • • • •••• 
•••• • • •••• 
• 

• •••••• • • 
•• • . . . 
• •• 
• 

•••• • • • • • 

CHAlFANT PROPERTIES, INC. 

March 15, 2006 

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

()if & §a:. .f:£a~in9 and g:>,ofJetlie:. 

1502 NORTH BIG SPRIN G 

P. 0. BOX 3123 

MIDLAND, TEXAS 79702 -3123 

RE: Section 36, Block 57, Twp 2 
T&P RR Co Survey 
Reeves County, Texas 

Dear Mr. Reid : 

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

L Oil and Gas Lease dated October 31, 2005, from The State of Texas, acting by and 
through its agent, Ricki Lewis Long, dealing in his sole and separate property, 
covering his interest in 20.0 net mineral acres in Section 2, Block 54, Twp 5 T&P RR Co 
Survey. The State of Texas to receive lease bonus payment of $12,076.98. 

Also enclosed is a check in the amount of $12,201.98, including lease bonus payment and a 
State filing fee of $125.00. 

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

1 

Sincer~V/M~ 

William A. Chal fant, CPL 

WAC/mkc 
enclosures 

AAPL's FIR ST IND EPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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CHALFANT PROPERTIES, INC. 
LEASE BONUS CLEARING ACCOUNT 

WEST TEXAS NAnONAL BANK 
MIDLAND. TX 79705 7607 

(432) 684-9819 
P.O. BOX 3123 

MIDLAND, TX 79702 

~~; ~~OER ~!e)/ 15/2006 
o• TEXAS GENERAL LAND OFFICE $ 12.201.98 

T"clvc fhousand 1\\o ll undrcd One and 98/ 100** ** ******** .. ************* ********* DOLLARS 
IJ. _.;.' 

I'EXA GENERAL LA 0 OffiCE l.!.J . ' 
1700 NOR Til CO GRE, AYE. 
AU " l iN. I'X 7870 I 

Memo Lease Bonus & tate Filing Fcc: cc 36. Blk 57. T2. T&P 
"::::::..: 

7{;0 7 
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l 

FILE/1 895 

General l:.and Office 
Relinquishment Act Lease Form 
Revised, September 1997 

---=?0--< & "'\" '2-,.,.( ~ :, "-1 "-
OIL AND GAS LEASE 

TillS AGREEMENT is made and entered 11110 this Jist day ofOctobtr, 200S, bttwccn the State ofTcxas, acttng by and through ItS agent, Rlckl 

Lewis Long, duling io his sol< and S<plrll< prop«rty, care ofSt<V< Long Sll4 68,. Str«t, uit< 100, Lubbo<k, TX 7942• satd agent herem referred 
to as the owner of the sot! (whether one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Mtdland, Texas 79702 hercmafler called 

Lessee 

I. GRANTING CLAUSE. For and 111 constdtration of the amounts stated btlow and of the covenants and agreements to be patd, kept and 
pesfonned by Lessee under thiS lease, the Swe ofTexas, aamg by and through the o"ner of the sot~ 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 lmes, butlding tanks, storing 011 and building power staUO<IS, 
telephone lmes and other structures thereon, to produce, save, take care of. treat and transpon satd products of the lease, the followmg lands situated 111 

REEVES County, Stnte ofTexas, to-wit: 

Block S7, Township 2, T&P RR Co Survry 
S.ctlon 36: All 

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

To the State ofTcxns: Twelve Thousnod Seyenty Six and 981100 
Dollars ($!2 076 981 

To the o"ner of the soil: Twelve Thousand Sevemy Sjx and 98/!00 
Dollars (S 12 076.981 

Total bonus cooSideratoon: Twenty foyrThousand One Hundred fjfly Three and 961!00 
Dollars (S 24 I 53 96) 

The total bonus cortStdtra!lon patd represents a bonus of T bru Rundr<d T"Y Dollars ($301.00) per acre, on 79.98 net acres 

2. TERM. Subjcc:tto !he other provistO<IS Ul this lease, !his lease shall be for a term of fm1ll years from !hiS date (herein called "pnmary 
term") and as long thcteafler as oil nod gas, or either of them, is produced 111 paying quantities• from said land. 
As used in th.is lease, the term "produced in paying quanuucs• means that !he receipts from the sale or other authorized commcteial usc of the subslllllce(s) 
covered exceed out of pocket operational expenses for the six months last past 

3. OELA Y RENTALS. If no well be commenced on the leased premiSes on or before one (I) year from thiS dote, this lease shall terminate, 
unless on or before such anmversary date Lessee shall pay or tender to the owner ofthe soil or to hiS credtt"' 
the .. THIS IS A PA!P-UP LEASE: SEE PARAGRAPH 40 .. Bank, at~ or its successon (which shall continue as the deposuory regardless of 
changes in the ownership of said !nod), !he amount sp«cilied below; in addition, Lessee s~al l pay or tender to !he COMMISSIONER OF TilE GENERAL 
LAND OFFICE OF TilE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before said dote. Payments under this paragraph shall operate as o 
ren tal and shall cover the prtvilcge of deferring the commencement of a well for one ( I) year from said date. Payments under this paragraph shall be in the 
following antounts: 

To the o"ner ofthe sot!· 
Dollars (S ________ ____ _J 

To the State of Texas: 
Dollars($ ____________ -' 

Total Rental: 
Dollars ($ ________ _ ___ __, 

ln a like m8Mcr and upon hke payments or tenders 8Mually, the commencement of a well may bt further deferred for successtve pcrtods of one (!) year 
each during the primary tcnn. All payments or tenders of rental to the o"ncr of the soil may be made by check or sight draft of Lessee, or any asstgncc of 
this lease. and may be delivaed on or before the rental paying date. If the bank designated in this paragraph (or ns successor bank) should cease to cx.ISt, 
susp«nd business, liquidate, fat! or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be beld in default for 
failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument 
namUJg another bank as agent to receive such payments or tenders. 

True and Correct 
copy of 

Ongrnal filed in 
Reeves County 
Clerks Office 



BOOK 724 PAGE 57~ 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees 10 pay or cause to be pnod one·half (In) of lhe royalty 
provided for on !Ius lease to lhe CommissiOner of !he General Land Office oflhe State of Texas, at Austin' Texas, und one-half (In) of such royalty to lhe 
owner oflhe soil. 

(A) OIL. Royalty payable on oil, which is dcfoned as including all hydrocarbons produced in a liquid form at !he moulb of !he wellll!'d also as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separat~r or other equipment, as hereinafler pro~ded, shall be 
!/4th oart of !he gross production or !he market value !hereo( at !he opllon oflhe owner of !he sool or lhe Corrurussooner of !he 
General Land Office, such value to be determined by I } !he btgbest posted price, plus premium, if any, offered or paid ~or oil, condense!•· distillate, or other 
liquid hydrocarboos, respe<:tively, ofa like type and gravity in die general area where produced and "n,cn run, or 2) !he highest market pncc !hereof offered or 
paid in lbe general area where produced and when run, or 3) !he gross proceeds oflhe sale thereo( whocbever IS !he greater. Lessee agrees !hat bef~ any gas 
produced from !he leased prernis<$ is sold, used or prOCC$sed in a plant, 11 will be run free of cost to !he royalty owners through an adequate ool and gas 
separator of conventional type or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from !he gas by such meoros will be 
recovered. The requirement thai such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such tenns and 
conditions as 1 hey prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (includinJI Oared gas), which is defoned as all hydrocarbons and/aseous substances not defoned 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processe in a piMI for the extraction of 
gasoline, Uquid hydrocarbons or other produCIS) shall be !/4th part of !he gross production or !he market value thereof. at !he 
option oflhe owner of !he soil or !he Commissioner of !he General Land Office, such value to be based on !he highest market price paid or offered for gas of 
comparable qual11y in the general area where produced and when run, or the gross pncc paid or offered to the producer, whiebever is lbc greater; provided !hot 
!he muimum pressure base in measwing !he gas under !his lease shall not at any time exceed 14.65 pounds per squan: inch absolute, and the standard base 
temperature shall be sixty (60) degrees Fahrcnhcot, correction to be made for pressure acc;ordmg to Boyle's Law, and for spec1fic gravity according to tests 
mode by the Balance Method or by the most approved method oftesllng being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or olher liquid hydrocarbons 
shall be !14th part of the residue gas and the loquid hydrocarbons extracted or !he market value therco( at lhe option of the 

:. :: • ~~~cti~th~/r~id~eth~c~,';:,~~~~~o oJ:~,~~~~ J:md ~is~:Se~~:n~'~/::,~rs~~~ ~ :=:~:n':":C::in~ t:s'::. ~::?!~v~~~·~~~~:: 
of the total plllllt production of liquid hydrocarbons aunbut.able to the gas produced from !his lease; provided that ifli~id hydrocarbons arc recovered from 

0 • • • • gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable 10 liquid hydrocarbons shall be 
• • • fifty percent (50%) or the h1ghest percent acauwg to a third party processing gas through such plant under a proccsswg agreement negotiated at arm's length 

(or if there is no such thtrd P,arty, the h1ghest percent then be111g specolied on proccss111g agreements or contraCIS in the 111dustry), whochcvcr is the greater. The 
respeetivc royalties on res1due gas ancf on hquid hydrocarbons shall be determined by I) !he h1ghest market price paid or offered for any gas (or hquid 

• hydrocarbons) of comparable quality in the general area, or 2) the gross pncc paid or offered for such residue gas (or the weighted average gross selling price 
• • • • • for !he respective grades of liquid hydrocarbons), whichever os the greater. In no event, however, shall the royalties payable under this paragraph be less thon 

• • the royahies which would have been due had the gas 001 been processed. 
• • 

• • • (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other produas produced or manufactured from gas (excepting loqu1d 
• • • hydrocarbons) whether said gas be "casinghead," "dry", or any other gas, by fractionating, bumong or any other processing shall be I 14th 

•• • 

part of the gross production of such produCIS, or the market value therco( at the option of the owner of the sod or the Commissioner of the General Land 
Office, such market value to be determined as follows: I) on the basis of the highest market price of each product for !he same month in wluch such product IS 

• • • produced, or 2) on the basis of the average gross sale price of each product for the same month w which such produCIS arc produced, whiche\'cr is the greater 
• • 

S. MINlMUM ROYALTY. During ""Y year afler the expiration of the primary term of this lease, if this lease is mainUiined by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due Md 
parable on 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 
paod during the preceding year. If Paragraph 3 of this lease does n01 specify a delay rental amount then for the purposes of this paragraph, lhe delay rental 
amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provosion in thiS lease, at any tome or from tune to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days not ice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in ktnd. The o"ner of the SOli's or the Commissioner of the General Land 
Office's right to Ulke its royalty in kind shall 001 diminish or negate the owner of !he so1l's or the Commissioner of the General Land Office's nghts or Lessee's 
obligations, whether express or tmplied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that aU royalties accruing under this lease (including those paid in kind) shall be without deduction for the 
cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processmg, transponing, and otherwise making the oil, gas and other 
produCIS hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements Tor severance 
t.axcs and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this Jca.sc's proportionate share of any fuel 
used to prOCC$S gas produced hereunder in My processing plant. Notwithstanding any other provision of this lease, and subject to the wnuen consent of the 
owner of !he soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas JillSurposes on the leased premises or for injection into 
any oil or gas producing formation underlymg the leased prernis<$ aner the liquid hydrocarbons containe in the gas ha,,. been removed, no royalt ies shall be 
payable on the recycled gas untd 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 taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided tn the rules set forth in the Texas Register Rules currently provide that 
royalty oo oil is due and must be rcce1ved wthc General Land Off ICC on or before the 5th day of the second month succeeding the month of produ<:tion, and 
royalty on gas is due and must be received in !he General Land Office on or before the 15th day of the second month succeeding the month of production, 
accon1panied by the affidavit of the owner, manager or other authorized agent, completed in the form and martner prescribed by the General Land Office and 
showing the gross amount lltld 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 rcpons conflllTimg the gross production. disposition 

True and Correct 
copy of 

Orrgrnal f1led in 
A eves County 
C erks Office 
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and ~t\ccl value •nclud•n& au meier r~d '"'-' p1~hr~c r~cc•rw' I'' hnc rc:c.:tpli .1nd oahcr chcch or memoranda nf a i'N'Iunl ptt'lduccd and pul 1ntn "'~hnC'" tanl ' N 
pools and &U hnct or &U Storace and an) Other t CDO(U or retOld• .._.l'uch 1M Gcncn l I and OfTtc.c ma~ rcquttc to"''"~ 1hc Jrnu c>'oducuon. dupn'-'''"' and mar~ c• 

'lf11uc In I ll CJSC$ the authorlly or I manaccr or '''"' to I CI for the LCS)CC hcrc•n muS1 be fikd '" the Gcnc~ l Land Office Each royalry payment shalt t'C ac.cnmj'\lntcd 
by ~ chcdr, stub. schedule. SUmtNt')' or Other rcm~runcc ad v1cc show1na by lhc us•&ncd General Land Office lease number I he • mount of royalry bc•n& pa1d on each 
1 .. ,., I (Lessee poys hiS royalty on or bc:(ore lhony I JOI cloys I ft er I he royalty paymenl wu due. !hen Lessee owes I penalty oo•;, on I he royalcy or SB 00. whoehevcr 
IS &fO:Oicr A roy•lty poymenl whoth II over lhony 1)0) dl yiiJic sllallaccNc I penolry or 10% o(lhc royalry due or SB 00 whochevcr II crcalct In additiOn IO a pen• II)'. 
roy1lhcs sNII ~ecruc entcrc:st 11 a n tc of 12'/, pe r year, such tntcrul Will bca•n t ctrutn& '--'hen the royalty ts stxry (60) d.tys overdue Affidlvn s and suppomna 

cJocumcn1s """h•ch art not filed whc:n due )ha ll tncur 1 pc:n11ry tn 1n amount SCI by the G cncnl Land Office • dmtntsrnuve ru le ~htch u etfecuve on 1he d• te when the 

afTidJ vtU or supponma documcnu were due The Leuee shall bar t il rcspons1b1hry for pay•n& or t.~us.n& royl htes 10 be: pa td u prescnbed by the due. date prnvtdcd 
h~IC IR Payment of the ckllnquenc)' pcnall) shalltn no ~'I~ opcnte 10 prohthlt the S~tc's rtaht or (()((ellure u ptOVtded by law nor l et 10 posrponc the: date on whtch 

royahtcs were oncuu.ll y due The J bc'lvc pcnalry ptOVIStons Ju. ll nol l pp& y tn tUU ofllde d•S.OUtc IS 10 the Sure's pon ton O(lhe royalry CH 10 lhlf pon ton or the roy• lry 
1n d1Spule :u IO (~II rNrkct YJiue 

10 IAl RESERVES. CONTRACTS AND OTHE R RECORDS Ltllct sllall•nnually l\orn11h the Comm11sooncr ol 1he Gener> l Lond Office woth '" he<l 
rass•ble UIHN tc or 011 t nd cu rcscrvu undcdytnc th•s lc:a.se or t llocable 10 th u l c.~sc: t nd shall fumtsh Q td Commtutoncr W'lt h coptcs or 111 conrncu under whtch P ' 
ts sold or ptoceucd a nd t il subsequent ICfecmenu and t mcndmcnu 10 such conrncu wuhtn thtrty ( )0) days a fter cntennc tnto or ""'""' such conrncu .. apeemcnu or 
amc nd mcnu Such contncts and •crccmcnts whe n rccc1ved by the General Land O tfic.c slu ll be held 1n confidence by the Gencnl Land Otric:c unlcu othcrwtse 

au thofucd by Leuoc All ocher C.Onln cu and tcc:ords pcN.InlnJ 10 t he ptoductton tnn'JX)ruuon. u lc and matil:ct •n& or the otl a.nd p• ptoduced on w.c3 ptcm•"s., 

•ncludtn&thc bools and 1ccounh . rccctpu and dtKharcu of all ~ells unks. pools. meters, and pt pc: h ncs shJ II at all u mcs he subJec t to •nspceuon t nd eum'"' ' ' "" ~' 
the Comm•u•oncr oft he G enera l L1 nd Office the A nome~ C.cncra l the Governor 01 the tcprt(cntaltvc nfan~ of the m 

18) PI:RMIT\ DRILLING RlCORIJ~ Wr•ncn nnttCt.: M all npcn11nn( n n ltm lease shJII he suhmttled tn the Ct~mmi,(IOncr a( the C ·~ntr'l l l and 
OOKe b)" Lcs.s.cc Ot opcntOt five (.)) <11) s bc(otc \P'old date ~Ot ~ower. rc-cnrry tcmpon ry aba ndOnment or plu& and •btndanmcnl or anr we ll Of ~clh ~vch ~t•ncn 
nouc.c 10 I he: Gcncnl La nd Office dull tncluck COpiCS or ~lhOold Commtu•on forms. rot apphC1110n lO dull Coptu or · ·ell tcsa. cnmplcuon rcpons and plus &•nr: 
ltpons shall be s.upphcd to the Gcncnl Land O tftee lithe lime they arc filed w11h the Teus Ra tlroad Commus10n All appiiCitiON. pcrmns. tcpons Of other tiltn&s 1h11 

rdc((ncc lh ts la5oe or any spcctfic well on the lu.sc:d ptemt,es and tNt arc s.ubmtncd to the Teu.s R.a tho.~d Comm tu 1on or any other JOvernmcnll l • J enc" sh.a ll 
•ncludc the "*Old · s u te• In I he title AddltlanaUy. tn J eeorcS. ncc With R l llrO&d CnmmtS.uon rulci, any SIJftiJC on the lea sod premt'-Cl (Of the: purpo\C nr •dcnllfo..tnf 

.... clh. l.l nk ban cncs Of other assoctatcd tmprovcmcnts to the land must al~ &ncludc the word · s utc • Lessee shill wpply the: G cnenl Land Otrtcc wuh • nw rccnld\ 

mcmon nd.l, accounts. rcpcm\. cun1n1) and cores or other tn(ormat ton JChit•v e to t he opcnuon o( the abovc~UCflbcd ptemuct, whtch ma y be requested b~ the 

Ci!~t111 Land Office. '" add111on to lhC'Iic hcre1n c•ptculy provtdcd (or Lessee shall hi ve: 1n clc:ctttCII and/or ndtoacuv•ry S.UrYey m~dc on the borc~ole scct.nn flom 
thl! buc of the surllcc c.u•na 10 the lOlli depth C'lf we ll of all ~o~t~cll' dttlled on the above d cs.cnbod prcm•scs and W ll O'lnsmll a rna copy oflhe lo& of each survey nn 

CICh •ell to the: G e ncnl Li nd omc:e wnhtn fifteen cIS) da) ' a ftct the mak•n a oft.a td survey 

ICl PENAl TIES Lessee sh•ll oncur a penalty whenever repons. documcnll or other mo1cnals arc nor r1lcd on lhc Gcncr> l Land Office when due The 
pc:Nil)' (o r late fihn& shall be SCI by I he G cncnl Land Ofl'lcc ad mln lstrii!Ve rule WhiCh IS cffccuve on the date when the miiC.fll h were due in lhe Gcnenl Land omc.c 

11 DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM 1( . dunn& the pnm>ry term hereof and pnor 10 doseovcty and 
producuon or ool or cas on saod l1nd. Lessee shcxrld droll • d') hole or holes thereon, oro( dunn& the pnmoty term hereof and after the d1seovcry and aCIIfal producuon 
of 011 01 cu hom the: lc:as.c:d ptemt~cs 'uch productiOn thCtoo( should ce~sc from t ny a usc. lhts lease shall not tcrmtnate t( on or before the cxp1n1ton nr Slxt)' CMll days 

from date or complc11on or s.11d dry hole or CCS\J IIOn or prnduct~n Lcnee comme nces add lltonal dt1lllna 01 JCWOf\ona opcnuons thereon. or PlY' or tendeu the ne1C1 
annual !.!clay rcnul 1n the s.~mc ma nner u pc-ov•dcd '" thiS law: If. dunn& the lut yc.a r o( the prunary term Of wnh•n SIICfY t60l dlys prtCH thereto, 1 dr) hole t'1C 
completed •nd abandot'ICd. 01 the: produchon ofo&l Of s,.u should caw: for any caulC, Lcss.ce's nchu shill rcma tn '"full fCMc.e and erl"ect W1thoul 1\lnhct opc.r~uons un11l 

the u.ptn llon of the prlrNty term. and t(Lcssce h.u r.ot resumed ptoduc:uon '" payt n& quanllltcS at the uptr1110n of the pnmary term. Lus.cc ma y ma~nt.J tn thiS lase 

by conduclln& addti!Of\11 dfllltn& Ot rcworktn& opcniiOnt pursuant 10 Pa""'ph I), ustnathe cxplnllon of t he pfii"Nty tcnn IS the date of C:U il11on or produet tan under 
Pan&J1oph I) Should the firSt well or any 5oubsoqucnt we ll drtlled on lhc t bove du crtbcd land be completed u 1 s h ~o~H n otl or ps well W1th1n the pnmuy term hc.roor. 

Leuee may rcs.ume piymcnt of the annual rcnt.al1n the same m~nncr u prow Hied herc•n on Of before the rc: nttl PlY'" I d.atc (ollo'W1n& I he np•Aiion of suny t60l days 
from I he d.Jt c or complellon or such shUI•In Oil Of p s well and upon the fatlure 10 make s;uch payment, thu lase shalllpS.O fa t'10 letmlnate I f I I lhe u ptn tton ('I( I he 
ptii'Nr')' term Of any lime thereafter a shut·ln 011 or p.s ~cll•s loc.atod on the lc.ascd ptem1scs. paymenu ma y be made •n accord.Jnce wu h the 'hut·•n pro~o~utans hcrcor 

12 DRILLINCo AND REWORKING "I EXPIRATION OF PRIMARY TERM If. 11 !he c.por>IIOn o(lhc promary ICriT\. ncllha ool nor I" " h<onr 
ptO\Juccd on s.t1d lt nd , but Lessee,,. then cn&• &cd ' " dulltns or re wOt\on& opc" t•OM I hereon th •s law: sh.all re ma1n •n fcwce solon& u opci"' IIOns on Y td """'II"' (N 

dr•lhn& Of JCwOf\o n& o h ny addlhOnal ""'el1 are prosecuted tn &ood btth and tn ww\:I'Nnhte m~nncr w nhout lnterNpuons toultn& more thin ••.ny CbOl dl )'io durtnJ an" 

one s.uch opcn llon. a nd 1CLhey rcs.uh tn the ptoducuon ofotl andlor &JS. solon& thereafter as o•l andlot' loJS •s produced'" PIY'"I quanllltU from s.atd land N CN y mcnt 

o( lhut·•n 011 Ot &J S well royalt•cs or compcns.a tory royall~e s IS made u prov1dcd 1n lh•s lc:ue 

1 J CESSATION DRILL ING, AND REWORKING 1(, a fter !he npor>IIOn o(lhe promory 1erm produeuon a( ool or ps hom 1hc !cued premo><l a ~co 

once Obu1ncd. 11\ould case from t ny c:ausc. thu lcau thall notterm1nate tf lcnce commcnc.ct ad dtho na l c:lttlhn& or rc~or~tn& opcnuons w nhtn Sin} COO l dl)'( afte r 

such ccn .. uon. a nd thts lusc shJ II rema1n 1n 1\111 rofce and effect fat so lone u such o pen lions c:on11nuc '" &ood fluh and 1n worlci'T\Inltke m1nncr W"'thout 1n1cnupuon' 

1ou 1tng more tlu.n st~ (60) d ays 1 (such dnlltnJ 01 rewOtk•ns opc:raHons result •n the ptoducuon of 011 or ps. !he lease W ll tcm11n tn full force • nd ctfect (Ot so Ions 

as Otl Of ps U ptoducc.c:l from t,hc lc:ucd ptemi$Cllr\ pey 1n1 quantiiiCS CH p1ymcn1 o( thuHn Oil or p.s ~ell royahtcs Of pt)'mcnt o( CDmpcns.atory royalucs, IS made IS 

ptOVtdcd hctCin or as provtdc.d by law 1( the dttlltn& Of rewoRtn& open liON fUUh '"the compkuon or I .... ·ell u I dry hole. the lcas.c Will noc tcnniNIC .r chc Lessee 

<Dmmenccs adduoonal dnlhng or rework~nc oper>t iOns wothUl so"')' (60) cloys after the tomplcnon o( I he well as a dry hole. and tins lease w ll rem> In on cll'e t1 so lon1 
u Leuc.e conttnucs dnlltns or reworlonc opc:n llons 1n &ood f1 11h and tn a wor'unanhke m&nner wnhout anletNpetons totahn& mOC'C than Sixty (60) day s LesKe sha ll 
&IVC .... .,.,,ten nollce 10 the Genenl Land O nice Wllhln lhlny ()Ol d.lys o( ' "Y CCSSolltOn or productiOn 

1• Slllll .fN ROYALTIES For purposes o(•hos paracr>ph. ·well" ma ns •n y .,.elltllal lias been assocncd a well number by the Nlc aaency llavon1 
JUIIlodiC11on over 1he pc-oductton ofo•l a nd ps lf, al an y tun< after the cxp1n 1ton of the prun~ry 1erm of a lease tN t unul bc•n& ihul tn, wu bctnc ma tn i.Jtncc:l tn 

force and dfce1 , J well Up;ablc o( ptodUCtn& 011 Of pS tn pay tn& quantlltU IS loc.atcd On lhe lcasc:d ptcmiSC S., but 011 Of ps U not bcln& ptoduccd ror lac\. o( 

S.VIlJblc: Pfoduct•on fa c•llllcs ot lack or a su•t.a blc mar~ca . then Lcuce may PlY u 1 shu t·•n 011 01 pt royalry an amount equallo double the t nnual rcnlll ptovtdcd 1n 

ll>e lusc. b<ol nor less 11\a n SUOO a yu r (or each well tapoblc o(produconc ool or ,., ,n pay•n& quanrorocs I( Pir>vaph J o(lhlllcase dots notspc:cofy a delay ren11l 
amoun1. then (or ll>c purposes or 1h11 par>vaph. the delay n:nc.l amount sllall be: one dol111 (S I 00) per acre To be: cll'cC11V<. cath 1no1111 shul·ln ool or 111 roy• ll)' 
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UlU~I b~ pa"' on Of before ( t) the t"PH''IIIOn o f I he pl'l r'r\;1,... t ct m. t l ' ()0 d i ) S after I he Lessee ( Qi(:) 10 pt'Oducc Oil Of J U hom the I cued ptcm•iU. Ot c )l60 d a q. I net 
Lcucc completes a drtlltnc or rcworl.tn& opcrtllon tn accor<llncc '"""11h the lc.asc pcovu.ons. wh~ehcvcr dale •s laant Such pa) men I \hill N: made onc·h.llf c tn. ' tn I he 
CommiUtOncr of I he Genera l Land Office and onc-lulr C 11211o the owner of lhc so1l tr the shul•tn mt or I&S roYJi fy ,, pa•d lhc la se JhaU be c.nns•dcrcd 1n ~ a 
p~oducans lase and the ~ymcnt shall c(tcnd the 1crm of the lease fnr a periOd of one year tiom the end of the pnma~ te rm. nr frnm 1hc f\n1 dar C\f •he mnnth 
fullo "'"' '"& I he mon1h '" wh1ch ~oOuCIIOn cased and a ncr 1ha1 1f no su•lablc producuon fl cthllu o r sullahlc maAC1 far I he a tl en au"'"'' Leu« ma ' n tcnd the 
ICis\! for four mo re: succcu•' c p.:r•nd ~ ar one (I' ) Cir h) PI) '" ' the s-ame amount ~ch year on or bcfnrc tt\c: e\plrJ iton or a eh ~u•·• n ) tat 

ll COM PEN!\ I\ TOK y ROY AI I I E'\ I ( dunn, the per iOd the Ia~ IS \..ept tn ell ~ct h\ p;~ymcn t o ( the ~hUI•tn "' ' "' an fO) &lry Oil Of a a ~ •• ""'d ~ nd 
l.ld t"c r..:iol '" Pl)•n& quant1t1c) hom • ""clllncatcd ""'thtn one thOu'-l nd C 1.000) feet nf the lcued preml\e~ and completed '" the " me produc•n& ruervou ('U •n '"' U'o( 
'" "'hlch dn•N&C IS occunma I he fl &hi iO conl tnuc 10 ml lftl.l tn the l ca~e by p.aytng the ~ul-! n Oil Of &U toyalry W ll cc.asc. but the lu sc shall f(IT\IIn etrcCtl\'( (('If the 
t\! n~"'"" or the year for wh•ch the royalty hu been ,..,a.d The Lcu ce m~y ma tn~ tn the lease fCH fou r more suceus1vc years by Lessee PIY'"I eompcns.u ory royalry 11 
the foyalry ntc PfOvtded '" the lase of the mar~et value of produc 11on from the well cauSin& Lhe dra tN&e Of wtuch n completed '" the ~a me productn& rcscrvou and 
kllh1n one thCk.ls.and ( 1.000) feet of the lased prcmtscs The compcnu tory royalry IS to be pa1d monthly, onc..h,al ( ( 1n1 10 the CommUJW)ner of I he Oencnl Land 
Olfocc 1nd Ont•half( ln ) oo I he owntr of lilt 1o0ol. bqonnonJ on or btfort lht laS1 day o( lllc monlh (ollowon&lhc monlh in \OIIo<h Ill< ool Of pt IS produt<d &om lhc " ·ell 
u us•n&thc dntru&e or 0\at IS COtnDietcd '" the Ymc productnc rcscrvotr and loa ted w11h1n one thous.and ( 1.000) feet of lhe lased prcmna If lhc c.ampcn)l tOf")' 
roy airy p;t td '" any 11-month pcnod IS 1n an amount len than \he annual shut-1n 011 or ps ro)'Jiry. Lcuc.c shall PlY an amount equal to the d ttfetcnc.c wu.tun th irty ( lOl 
c.by1 from the end of the ll ·monlh pcrtod Compcnutory fOyalry p.eymcnts wh1ch Jte nOII tmcly p.~ t d "" 'II accNe pcnalry end tntetU1 ' " tecordance Wlt tl Pansnph o or 
l.h tS I cue I' one of thc~e provt)IQft) Will rclte\'C Lcnce or the obh JaHon o r reasonable development nor the oblt&aHon 10 dn ll off\el welh u PfOVIdod '" T C\U Natun t 
Kc toourcei Code s~ I' ) , hQ .... C \' ( 1 I I I he delermtnllt('ln of I he (omml\~toncr and wuh the Cnmmts"nner' s \Oo'T tnen t pptoval the f\l 'tmcnt nr Cl\m rt<n \110~ ft'l\11111.''- c.an 
~~ ~ ~ fy the obhga11nn 10 doll nO\c1 "'ell\ 

16 RETAINF.r> ACREAG F. NOI\Ooll hSt.a nd tn& t n) PfOVOtOn o(th•s IQS.C to the conrnry. after I well productn& Of Clp.e ble or produc•na Oil or au hu 
h.:-:n COR\plctcd On the lcu<:d ptcmtsu, le»e:e W ll e\CfCI$.C the dth&encc or 1 rc:as.on.ably ptVdcnl opcntCH tn dnlhn& SUCh 1ddiiiOnll well Of wclh u may M 
rc.uorubly necessary for the proper development oft he leased prcmts.cs and 1n mat1ccttn& the product1on thcroon 

(A) VERTIC AL· In the event \I'm ta~c tS '" force and ctTcct two (2 ) yc:an at~cr 1hc C\ptrahon cbte o f the pnm~ry or utendcd term tl shell I hen tcrmtn&le 
~ to all of the lased prcmtsu . EXCEPT C I) 40 acre ~ sunound•n& ach otl well c.apeblc of ptoduc1n1 tn PIY' "I quenllucs a.nd 320 acrcs 1unound1nJ each s.u well 
u~ble of Pfoducln& tn P'Y'"I quan1111cs ( tnclud tn& a 'hut·•n o•l Of au well u pt'ovw:ied tn Paravaph , .. hereon. or 1 well upon wh1ch Lessee u then en&llc4 tn 
cont muou1 dr tll•n& or rcwotktn& opc:nl tOns. or (2) the number of aetes 1ncludc.d '" a produc•na pooled un•t pursuan1 10 Teu.s Natunt l Resources Code 32 13 1-)2 I)) 
or(}) such &/c.IICr or lcucr number of acres as may then be allocated for productton P'Uposes to 1 pronuon unit for each w ch ptoduCin& well under the n.tlcs and 
,~,ul:lhOM of the Rlllroad CommtUIOft of l ens. Of any SUCCCSs.ot aacncy. Of othct aovc:rnmcnl.ll authoruy ha VIftJ JUns.dtctton I ( II any lime after the ctfCCII \'C d.Jie or 
the prJnlll tcrtTUI'I.Ition proviSions haco( the appl icable field rules arc cha.nacd or the well or wc11s located lhetcon aJc rr:c:lu.s1fied s.o thai leu acraac u therea fter 
alloc.atc:d to s.~ id welt or wells for product ton purposes. thu lease shall thereupon tcnntnalc u to all acrcaac not thueal\er alloc.ated 10 s.a td ._.ell or ~NCIIs for ptoducuon 
SNrpcuc:s Noa ....... l.hsl&ndln& the lenn•NhOn ofthu lease as 10 a pon1on of the lands covucd hereby, Lcucc shall nevcnhcleu conunuc 10 have the rtJhl of tnpcu to and 
e,rcss ftom the lands sull subJeCt to thiS lease for all purpos.cs deKnbed '" Pan&J"ph I hereof. to&cthu """h c.&..scmcnts and nf,hu-of·W~ )' for uuuna roads UISi tn' 
ptp.:lu\Cs 1nd ocher cx lst tnc facthllcs on, o"'cr and across al11he lands dcscnbed '" Panc.nph I hcrcof (.lhc tcl.l tned lal'ds"' l. for access 10 and from the rcLJtnc:d land\ 
and (Of the &athcuna or tnnipONttOn of o tl, cas 1nd other mtnenls ptoducc:d from the rcl.ltnod bnds 

(0) HORJZONTAL In the'"' "' tht' lc:u< · ~ •n fOtcc and ctfcct 1wo (2) years after the crcptn flon d.a tc of the prtmary 01 elC1cnded cc.rm tt st\a lt fu nhcr 
t\!tmtNit IS 10 all dtpths bclo"' 100 feet bela'"' the totAl I deplh dttllcd fhcremd\CJ *deeper depch.s · ) tn each '"-CIIIoated on acreaae rcutncd tn Pan en ph 16 (A I above 
unlcu on Of bcfCHc two (2) ya rs ana the PflrNI)' Of c.:tcndcd tC1'm Lc:ucc pays a.n &mOunt oqual 10 one..h,a lf( In) of the bonus onCJn.a lly ~1d u conSJOcn uon for thts 
lcow: (u spcxofiod on P"&< I hereof) If such amounoos poocl. 1/lu lase shall be on (O<cc and clftCI u oo such dtqKr de polls. and 11od ocrmo n&IIO<O s/1111 bt delayed l'o< an 
edd•IIONI pc.nod of two (2) years and solon& thucaft u u 011 Of a.u 1.1 produced tn paytn& quanltiiCS &om such deeper depchs covered by thiS lc.as.c. 

(C) IDENTIFICATION 1\NO FILI"NO The wrfacc ecrcaae rcutncd hctcundcr aslo each well shi ll , •• ncally u pncuu l, be in lhe form of e 1quue '""'"' 
\he well loc.atcd in the center t.hcrco( or s.uch other shape u may be approved by the CommiSSIOner of the Oencnl l..and omc:c: Within lhuty ( )0) d.ays t ft er ptnlal 
h:rmtn;auon ofthu lcue as PfOvlded hcretn. Leucc shill uccute a.nd record a rctc:a.sc Of rclc&ks coni.Jtntna a sa ttsfa c:toty lepl dcs.cnpuon of the acrc:aac t nd/cw depths 
nut reu tnt.:d hereunder The recorded release. or a c:cnlf'1cd copy of s.~mc , shall be tiled tn the Gcnc:n l Land Oft"'.cc. accompentCd by the ftlln& fcc prucnbcd by l f'lc 
r.en..:nl Land O ffice Nics •n cffcC1 on the d.;a1c the rclc:uc u ti led If Leu.cc fa•h or refuses 10 nccutc and tcCOfd such release or rc lc:uc:s W'lthtn ntncty C90' d.l r s a fter 
r.-.: •nc rcquc.~tcd 10 do s.o b)' the Gencnl Land O t'flee then 1hc Commtu toncr at hu, sole ducrchon may dct tJN IC try .....,. ,nen •nsn-umcnl the •crca&c end/Of deptiH In 1'tc 
u:lu,.;d hetcl.1ndcr • nd record SYCh tn$m.mcnt 11 LcsW~e's u:pcnK •n the counry or c.aunucs where the lcau '' loca1ed and tn the otfietal records of I he Gcncr11 l L•nd 
Office and such deSJif\l t tOn 1half be btnd•n& upon l u s.ce for 111 puq>oscs 

17 OFFSET WELLS Ncoohcr lht bonus. dchy 1cn10ls. nO< •oyaloocs pood, Of 10 bt pood. undu ohu ltoU< shall rclocvc Lcssoc: of his oblop ooon oo PIOlcto 
the o•l and a.a.s under the abovc~cscnbc:d land from bctna c:ln1ned Lcucc, su~cu.cc~ rcce•vet CH OfhC1 •acnl '" conCJol of the lc:uc.d prcm1s.cs shall dnU u I'Nn)' ...,ells 
u the fJas m~y JUSII fy and sl\alt usc appropf'late mc:.ns and dnllto a depth necC"JYty 10 prevent undue dntN&c of otl &nd p s from 1he Ia. sed ptemt t.el. In addttiOn tf 
011 ancSICH ps U\ould be ptoduc~d tn comrncte lll qu&ntlltcs ....... ttun 1.000 (oc t of chc lc:uc:d prcmn.cs. Of 1n any case ._.hc:rc rhc lcas.c:d prcmu.cs 11 bc•na dn tnod by 
rwO\luct•on of otl CH ps, \he L css.c:~ . s.u blence. rccctver or ocher acen1 1n conrrol of the lcuc:d prcmtsu sN II tn aood fa uh bcc•n the dn thn& of a well or wclh upon the 
lc.asc..J pcemnes wnhtn 100 d.J y ~ e fter the dn.1n1n& "''It 01 wells or the well Of wells completed ""'th1n 1.000 rcct of1he leased premiSes s1.1n ptoduc1na 1n commcrc11l 
quaniiiiCi and shalt Pf'OSecutc such drtlhn& Wllh d•ll &e nc:c F11lurc 10 w.usfy I he stannary offset obhaauon may subJeCt thiS IQSC and the owner or the so1 1' ~ aFcnc ~ 
uahu to (otfCJIU~ Only upon the detu mtN IIOn or IJ'te CommtUIOnct of l.he Gcncnl La.nd O ffice and Wl\h hts wnnc.n epproval may the peymenl or compcn s.atn~ 
royalry under apphcablc statutory p.~nmeters w.usfy I he obhli iiOn 10 dnll an orfs.ct well 01 wells requtrcd under thtJ pant&nPh 

II FORCE MAJEURE 1( a I\~ a &ood fl11h ctfon, Lcss.ce 11 prevente-d from comP'y•na ""''h any expre-ss or tmpl1ed covcrwu of thiS la s.c. from 
con4Jucuns d11lhna opcnnons on the lased premu.cs, or &om produc•na 011 or p s &om the lcas.c:d prem1w:s by reason of '-"'.r. rc.bclhon, noes. an\C"'- &cu of Ood. or 
1ny vahd order, Nle or rCJullllon of aovCI'I'Imc:nl authonry. ahcn wh1le tO prevc.nlc4. Lcs.scc's obhpiW)n to comply wnh such c.avcnanl st\a ll be wupcndcd and Lus.ec 
dull noc be ltJblc for cbiNleS for f:a1lure to comply With s.uch covcl'\lniS. add &hON IIy. 1h1s leaK shall be mended whrlc Lcucc II ptevcnlc4. by any tiUd'l a u5oe, from 
conducun& dnlltn& and rcwor'una opcnuons or from pt'oduc•n& o•l Of p s from the leased prem1scs Ho""'cvu, nOChlnJ 1n I hiS p&r'1&rtph 1NII suspend the p.eymcnt of 
IJclay tcnUis 1n order 10 mllftUtn I hi\ lcUe tn cffeC1 durtnJ I he pt lmaf')' ICnn In the l b\C.RCe Of S.Ueh dttlltnJ 01' tCWOf\: ln& Opct"'ttO nS 0t prodUction o ( Ot( Or JIS 
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I Q w ARR ANTy CI.Ali<;f The(\""'"'' nf the .. ntl WltTit\1\ and''' ' " 10 defend lldc IO the leased PfCm t~(~ I( the (.\\ollio'n(f nr the \Oil dcflulh '" "' 'mente. 

o .,_cd on the la~ocd prcmt'C\ then I CH« ""'' redeem the" '"'"' nf ch< ".,_""' ttf 1hc '"'' '" the 1~-.(d ptcmt \ C\ "'' PI \I" I aM mnMJIJC '"'' nr n thcr lt<n' nn the 
lasc.J j"'tCm•S.U If l cucc rTU\. C\ ~" ' mcnL' nn ~half nf th(' n ""' n.cr n( the c.rul yndcr tht\ tw~n~rn I cc.c.cc ""' rccnvcr the CMt nf thcc.c N ' mcnt ' ftttm the rcrual And 
fU\Jhtt.'\ due the n .... ncr nf the "'"' 

~0 fA) PROPORTIONAl[ REDUCTION CLAU~E I( the O<wncr of the ~etl o.,_,, leu tt\ln the cnltrc undtvtdcd s.urbc.c csulc tn the above ducubcd 
bncJ, wh..:U\cr or not Lcucc'~o tntcrc$1 IS spcctficd hctctn then the roy alltcs and rcnut hcr c tn ptO'<'~cd to be p.~ td to the Q\loftCf of the SC)II sl\111 be p11d 10 htm tn the 
propon ton wh tch hts tnlcrcSl bars to the cnwc undtvtded sur face csu1c end the royalllcs 1nd rcnll l hcrctn prov tdcd 10 be pa td 10 1hc Convntu tonct of the G eneral 
Land o m cc Q( the S I.JIC Q( Tu.u sh.JI1 be 11\.c wts.c proponton.alcly reduced Howe ver. be(orc l cn.ec l dJUSU the royl lty or renul due 10 the Commustoncr or I he 
Gcncnl l a nd Office, Lcu ee or h t\ aut.honzcd reprcsen\lltve must submtl 10 the Commtutoner or the G enenl La nd Office a wTinen 1111emcnt whtch C\platM the 
dUCfC pincy between the tntcrcsl pu(i)Oncdly lcasaJ under lhtt lca.st: a nd lhe ICNal tntercsl owned by the owner or the SOli The CommtUIOner or the Cicnerl l l.and 
OrTtte sh..lll be patd the 'VI Iuc nrthe whole product ton al loablc to any undtvtdcd tnlcresl not c.nvcrc:d hy a lease leu the propontn,ale de velnpmcnl and prnducunn cn<1 
Glloabtc to such undtvtded '"lercsl ltowever tn no event shill the Comm tS.Stoner o(the G enera l La nd OMce recctve u 1 royalty o" the 1ro's produCIIN\ allnc.ahle H' 
th.; un\Jtvtdcd tntcreS1 not leased an amount leu than the va lue of one·StlC1cc:nth tIll b) or such IJOU ptoduC1tOn 

(81 REDUCTION OF PAYMFNTS If. dunn& th< promary ocrm. a ponoon ofohe land co•crcd by lhollcal< '' onduclcd woohonlhe bound111e1 of a 
pooled unttiNI I'Yts been approved b)- Lhe School L&nd Board and lhe owner ofLhc $0tltn accord.lncc wnh NaN ni Ru ourccs Code ScaJOns 32 I.S I·.Sl I 34, or t(, 11 an)' 
11n1c a net !he uptllllon or lhe pr tm.ary term or the ucendcd term. thtJ Ia)!( covers a lcsKT number or acru chan lhc toc.al amount dc:scrt bed hcrctn, payme nts th.Jt 1re 
rN~&Jc on 1 per acre b&Ju hereunder shall be reduced accordtn& co the number or 1trcs pooled, rc leucd. Juncn<ktcd. or olhuw•1e K verod, lO thlt JMymc.nu determtncd 
on 1 pc.t a cre bu•s unda the terms orth•s lc.a)C dunnslhe pnmary 1cnn shill be a lculllod bes.cd upon the number or I CICS ouuHSc the bound• n cs or • pooled unll, or 
,( 1 ftcr the cq,tnllon o f I he ptlmlf")' term. I he number or acres t ctuelly rec.a tncd and coveted by chu lease 

ll USE OF WATER. l.euoc shall hive rhe rt&hl 10 uw water l)fOduced on t.a td land neccuo~ ry (Of' opcn ttOM undCf thts lcas.c eu<9t wa ter from ~clh Of' 

~nL.~ or the 0 "" ncr or t.he iOt l_ prnv•ded ho~C\o cr Lusce sh.all 1'\01 UK poc.able wate r Of' watet Wtt.ablc (or ltveaoc.k Of' mtp llon purpQ$C\ rat watcrllood opcnt.nns 
\ootthoul the prtor consent or the o~ncr o(che SOtl 

2l AVTHORilEO DAMAGES Lcs.w:c W ll pe)' the o...,.net of the sotl (Of d&maau cau1od by tiS opcnt10n1 to • II putoMI property, tmpro"'emcniS 
ltvctloc'- and crops on s.a td land 

2l PIPELINE DEPTH When requested by lhe owner oflhe sool. Leuee 1hlll bury 111 p1pchnu below plowclcprh 

2-1 WELL LOCATION LIMIT No 'looCII ih.lll be dulled nearer chan two hundred f lOOl (cellO any hou s.c Of barn now on s.a~ premu.cs wnhour I he WT tl1cn 
\;On • .:nt of the owner o(thc lOti 

23 POLL\ITION 1ft devcloptn&lhiS area Lcss.cc W ll usc the ht&hcst dcCtec or c.atc and t il ptopcr s.a rccultdJ to prcv cnl polluuon Wtlhoutltmtlln& rhc 
(QtC&Oln&,. pollullon o( tol~l ~CII anch Nf\.l ral Wlterways . twen and tmpounded walet Shall b( ptC\ICnlcd by the USC of con~ tnmerU f1Ctlt11CS JUt'fl Ctcnl tO ptcvenl 
lptiiiiS,C , )ec p~s,e or &fOund wa lct cont.amtniiiOn In chc even! of potluuon. Lencc sha ll usc all mean) 11 11S d tS9C)SII 10 rcc.apntrc all u c.apcd hydtourbonJ or o'hct 
polluu nr and s~ll be rcsponstble fOf all darN&e 10 pubhc and pnvatc ptopcntcs Lcucc shill butld and matn\atn (cnccs u ound tU slu1h. Jump, tnd dntna&c pns 1nd 
unk blllcrtcs so u 10 protect ftvcS1CKk ap1ns1 lou. damaa,e or tnJury, and upotl complccion or abAndonment or any we ll Of well$., Lessee 1hall till and level all slush 
P•l ) and ccll1ts and compiC1ely clean up lhe dnlltna Stle or all n.tbbtsh !.hereon Luscc shill, whtle eonducUnJ opcnllons on the lca.s.cd prcmuc t.. kcc:p lol td premtscs fr ee 
o( I ll rubbiSh. tans, bon.Jet.. paper cups Of prba&c. and upon comple11on O( Opct'111onS sha ll restore I h e s.urfac.c o( the land IO U nea t Il l on&tNt l GOndtltQn and COntttuU 
as'' pnchc.able Ta.nks and cqu tpmcnt Will be kept pa tnlcd and prescn1.1~c 

26 REMOVAL OF EOUIPMENT SubJect to llmttallons 1n lhtl paraaraph. Le ssee shall Nve the naht 10 remove machtnery aftd nxnuu placed b" Lessee 
on the lc:a\Cd prcmtses, tncludtn& the rrc,ht 10 draw and remove castnJ. wnhtn one hundred twe nry t 120l da ys a fter I he uptra non or the lcrmtnat~n of tht! lc:as.c: unleu 
lhc O'WT\CI or I he iOtl lJ"niJ Lessee an ulenltOn or thiS 120-d.ay pctlod However , Lus.cc I'NY nOt remov e. (.I Sin& from any well capable o r productnJ Otl aftd au tn 
p..ytna quan1111u AddtUonally, Leuec m.ey not dnw •nd remove c.utn& unnl after thtny ()0) d.a y1 wnncn nouce to 1hc Commtu~oner or lhe Gcncnl Land Otriee and 
tu Lhc owner o rlhe s.otl The owner o ( the sotl shall become \he owner o ( any I"NChtncry, ftxn.trcs, or attn& which ere ftG« 11mcly rcmovod by Lcuc.c under Lhe terms o f 
c.hu pan&u ph. 

27 (A) ASSIGNMENTS Under ohe condo11on1 conl>oncd '" 1h11 port&rtph and Pmp>ph 29 of 1h11 lease. ohe n1h11 • nd enaou o( euher pony 10 1h11 
lc.uc m&y be aut&ncd, 1n whole or •n pan, and the provutons or lhts lcas.c sha ll extc.nd 10 and b< btndtnJ upon thctt h ctt s. dc:vtw:c~ lcpl rc.presc.nu uvcs. •uccc.u.on and 
UStCJ'S Ho""'cvcr . 1 chln&e or dtvmon tn o......,cllhtp of the land rcn~h. Of' royahtu W111 not enlarce I he obltp Honl or LuloCc:. dtmtfttSh the tt&l\1'-. pnvtlean and 
C)\JIU or Les.sce. tmptUihc dTcchveneu o( a ny Plymcnl m&de by Leucc Of lmpa u the e M'"cc1tvcncu or any I C1 pctfonncd by Lus.ce And no cN n ae Of dt ... tUon tn 
0 '1ooftCfShap or !he land, rent.al) , Qt royalue) Shill btnd Leucc ror eny pu tpo)c unut lhtny ~ )0) d.ayl . ftcr the o......,er or the 1011 (or ht s hetn. deVIKel. lcpl rcprucni.IIIVeS 
ur h St&l'-1) 1\mu).hu l.hc Lcstee 'loo' llh t.al tSfi C10f')' wnnen cvtdcnee o( the ch.an&e tn ownenhtp, tncludrn& Lhe on&tN I tcCOtded muntmcnu or Utle (o( a c cne(tcd COP) or 
such CWtCtNil '-'hen I he o<wnenhtp ctw11od bcc.ausc of a conveyance A IOU I or pen tal u s tptmcnt or t.ht~ l ease sl\all. co I he cxtena of I he 1n1uC11 auep1od. re lieve and 
dtsd\.arac Lcucc or :all subsequent obhp uons unde r 1hn lcaw: l(lhts lc::uc u usac:ned tn '" enttref)' u lO onJy ~ or1hc aa caa;-c , thc n a.ht a nd opc10n to pey rcnt.a ls 
sh.:~~ ll be .appontonc:d u bcrwecn the seven I owners nubly. ac.cotdtnc co the area or c:ach. and fl.durc by one or mote o r chcm 10 pay hu shire of lhc r"'ul stull not 
arrcc tlhu lcuc on lhc p&n o(the land upon whtch pro nt.a rentals arc umc.ly p.td or tcndcscd, ho...,c-vu, t(thc U IIJf'Of Ot" UltJncc doc.s not tile. 1 ccntfKld cop)' or such 
Ult&l'mcnl '" l.hc G cnual Land OtTicc bc(Otc lhc next rmt.al PIY'"I dlle. &he enure IC&.SC" shall '"'"'"'" (or fl tl urc to pe.y 1he c n111c rcntll due uftdct Pan1f1~ J 
Evcl")' IUI&I'Ce sh.all s.uccccd 10 a ll rrahas and be SUbJCC1 to ell obh&JIIOM. ltabtltfle'- and penahtcs owed 10 the S I.I IC by the ouau\a l lessee Of t ny pliOf l lSI&fiCC or the 
h:.a", tncludln& any hab1h1tcs to 1hc St.ate fot un pa td royahtc\ 

tBl ASSIGNMENT LIMIT AT ION NO""'\thU.nd•n& eny ptovu10n tn Pa~Vtph 27(1l. t(lhe ownc.r oflhe ~tl ecquuu lhts lca.u tn "-1\ole Of tn pad 
h) usrcnmcnl .... tc.hout ahe ptiOt -..nnen appt0\'11 or1hc Commautoncr o(lhc Gcncnl Land Office lhts tease u votd u or the u mc o( u tts.nmcnt and the •acne) oo~ooo cr 
ohhc owner mo~y be (OC"(etted by the ComfT\Iutoncr An au.tvvncnl wtll be created u t(tl were ma<k 10 lhe ownCJ o(thc K)tltrlhe .u .wll'ee u 

(I) I nomtnec Q( &he OWTICT o( \he SOli 

(2) 1 eorpot"altOn or "'bstdaary '" <whteh 1hc owner or the 1o01l u a prtnc•pal stockholder or n an e:mploycc: or such • e-orponhon or Jubs1d'1~ 
()) a pannerstup '" w htch the owner or the s.o11 tS 1 pannct or u an employee: of such a pannc.ntup, 
(4) a pnnctpa l aockhol6cr or employee o(the cOfl)On tton whtch IS the owner o(the sotl , 
(3) 1 pan ncr Ot employee 1n a ~nncrsh1p .... -tuch ''the owner or the sotl 
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o""'ncr of the ~·• or 
f6l J fKtuct an fot the o"""'cr o(thc \Otl tncluchne but not hmllcd 10 • Jultdll n, ti'\J$1CC, c-.;ccutor a dmlfHJ~nto r rccc•vcr . or con"'rvator-for the 

Pl • flmol~ member or lhe 0"'7\CI orlhe soli Ot rclll<d 10 I he 0"'"" or I he ' '"' b~ "'""" 'e. blood. Ot •dopi!Otl 
21 RELEASES Unck.r the c.ond•llon• con~tncd '" \tus peraP'ph and Pan 1nph 2~ . L css.cc may at any umc uccurc and dchvcr 10 1hc o..,.,Cf oft he tad 

and pbcc of rceotd a rclca.sc Of rclc:as.u covcranc any ponten or pontOns o f the lc:ascd ptcmu.n . and \hucby s-urrender thiS lcaw: u 10 touch ponton or ponaons. and be 
rchucd of all subsequent oblt,ahons u to atrcacc turTCndcrcd lhny pan oflhtt lcas.c ts propcrly wncndCtcd.thc delay rcnu l due undcrlhu le1sc sNit be tcduccd b~ 
lhc P'OP<)t110n l h.at lhc surrendered acrcacc bears to the acraac whtch ~s covered by lhts leuc tmmcdtatcly pnOt to such suncndcr ho ... cvcr wch rclc:a~ • •II M l 
relieve Leuee o r any habth lles whtch tT\1 )' have aeervorfunOer ltm lease pnor 10 I he t.unender or \UCh ICfUJe 

19 FILING OF 1\SSIC.NMENTS ANO RELEASES lr •ll or •n~ pon of1h" leu<'' uso&ned or rc lca>cd. •ueh "''&nmenl Ot rc lca>c mu" be rceorded 
•n the counry where lhe land '' suualed. and the tccordcd tnRNment or a copy o( the recOt"dcd tnSO"Umenl cent(tcd by 11\e Counry Clerk o( l.he eounry m whtch the 

tnSirumcnl '' tccOt"ckd. mus.1 be filed 1n the Gencnl Land Office wnhtn 90 cSJys or I he lu:a u ccu1ion date accompintcd by !.he prc:s.cnbcd tihn1 fcc If any wch 
autgnmenl IS nol so lilcd.lhc ng,hts acqu1tcd under 1h1s lcas.c shall be subjeCIIO forfCtNrc allhe op11on of the CommtUiontt orchc Gcncnl Land Office 

)0 DISCLOSURE CLAUSE 1111 provuoon> pcl\luun& 10 lhc lea>< or lh< t bove-<lcscribcd land hove been oncludod on lhu onsrnrmenl onclud on& I he 
SUICtn4.:nl Of lhe INC conudentton 10 be p.l td (Ot lhe eXCCUIIOn or thiS lc:uc: and 1he nc,hts and dUI~S or the p&ntU My collalcnl apcctne:nU conccmtn& lhe 
d'vclopmcnl of otl a nd p s 6'om the lc:a.s.cd premtscs whtch arc not conu mcd in thiS lcas.c rcnduthu lcas.c uwahd 

)I FIOUCIAR Y DliTY The owner or the )Otl O"-'eS 1he Su 1e a tiduc.ary duf) ~~ muSI fully dtsclose any fa cts atfeC11n1 1he Stale's tnlctcsa tn the leuc" 
pt..:mt)\!l When 1he lniCrcsu or 11\c owner or lhc SOli con0te1 .... llh I hose nr 1he Stale. the 0""'"'' rtf the W)tl IS obll&atcd 10 pul the Sule"s tntnesu befor e hiS per )("'na I 
tniCiesl\ 

Jl FORFEITURE lfLcucc shall fatl or tcfus.c 10 make the ~ymcnt of any sum w1thtn thtrT)' d.lyi after tl becomes due. Ot tr Lcuce Ot an authonu d 
a&~nt 1.hould kno \olirlncly m&1cc any fa lse reNm or fahc tcpon conccmtnc product1on or dnlhnc. or if l.c.u.oc s.h.l ll Ca il or rcfuK to drill any offiCI well or welts 1n &ood 

rauh .. rcquorod ~ law • nd "" "''" •nd " ' "'"'""' t dOpled b~ lhe CommiSsioner or I he Gcnen l lAnd Onl~. Ot ; r Lcuce should fa ll IO file repo<1s In "" m& MU 
rcqu11ed b~ ' ' "' 0t l'a ol oo com pi ~ ""'h Nics and rcsu lauon~ p<omull-'lod by I he Gcncnl lAnd Office. lloe School lAnd 8oar4. Ot lloe IUilrood Commou ion. or ir Lcs>ce 
ihould tcfuK the propa aulhOruy atccss 10 I he records pc:rutnln& 10 opc.nllons. Of tf Lessee or ' " eul.honu:d • &enl shCHJid lcnoW'In&IY fa il or re fuse 10 11vc eoncc1 
•nrorm~uon to the ptopcr aulhonry. or 1cnowtnaly fa tl or rc fusc 10 fumtS h the G cnenl Und Onit·C: • conoctlo1 or any well. or •r Lcss..ce sl\al1 1cnoW'In&ly vtol t lc any or 
lhc malcnal provmons of thiS lease. or .r l)us lc:uc I) au•ancd and lhe UStptmenl IS nol ftlcd In l.hc G enu. I Land omcc IJ ICIQUlfed by law. U.e n J,hU aequltcd under 
'"" lcuc stu II be WbJCO IO rorreuurc by lhe CommtU tOnCt. l nd he ~II rorreu s.ame when s.utfietc.nlly Informed or the lieu which IUthonU a forleiNrc. and when 
(Ot(eued the UCJ sh.a ll aptn be s.ubJea 10 I cue under 1hc 1cmu or the Rellnqu15hmcn1 Act However, nothln& hc:rctn shall be constNc.d u wt~ IVIRJ the •utomallc 
letmtN IIOn of thiS lc:a.s.c by Opcn110n Of law Ot" by rc&J,()n of any spc:caal hmltahon &nS UIJ hereunder fotfCtNrCS may be Sod u w:lc 1nd I hiS lc:UC: and all n&hiS lhcrcundc.r 
fCin5\.ltcd bcfOtc lhc ri&hl.s or IJ"'Oihu tnlt rvc.ne upon J,I.IISfaa ory (Vtdcnc.c. 10 tbe Comrruu .onc.r afche Gencnl lAnd Otfiu o( fuNre c.ompha.ncc. wn.h the ptOVIS tOnS or 
the law and or I his lca.s.c t nd the rules and rcJUlatlons lhl1 may be ado peed rclauvc hc:rC10 

H LIEN In I «<t4ance wuh Tu.u Narun.l Resources Coden 1)6. lhe SUIC shall l\ave a firw hen upon 111 Oil and s.u ptoduc.cd &om l.he "CI COYcrcd 
by lhtl lcas.c co s.ccurc p.ymc.nl or all unp.td royalry and other wrru or money lhal ml)' become due under U.u lc:.se By ecccpuncx or lh11 ICIW~ Lessee &f'nU the 
SUI c. tn addtllon 10 the hen provtdod by Tcus NaNrsl Ruourc.cs Code S2 I )6 and &ny ochct appltablc su. ru1ory hc.n . 1n express c:onrncn.tal hen on and sccunry 
IOICICSI In all leased mincnh In and Ulr.Cied 6-om \he leased premtlCS. aiJ proceeds whiCh may l tCf\IC 10 Luscc from I he Y le or SUCh leased m1nenl•. whether jUCh 
ptoccoch a.tc held by Lcsscc or by 1 thud party. and all fixn.uu on and tmprovemenu 10 1hc leased ptemliCS usc.d tn connc.cuon wuh che pt"oducuon Of ptOCcsstnJ or 
5uch leased mtncnls '" Ofdct 10 sccute the p.~ymcnt or all royahtcs Of othct t mounls due or 10 become due undct t.h1s leaK and 10 sccutc peymcnl o r • ny dama1cs or 
lou th.ll Lcs.sor m&)' wrra by tc:uon of Leuccs breach of any covenant or condnton of1hu tease, whdhu cxptus or tmphed. Thts l~n and w:cunry •nlcrca m.ay be 
rou:cloKd .... ~~o ... Wllhoul coun prou<d onp '" lloc m&Mcr provod<d in lh< Tille I, Chopocr 9 or lloe Texas BullnCU t nd Commerce Code. Lcs.su •croa lhol lhe 
Commu.stonct m&)' requit e Lcuce 10 execute and rceotd such tnJO"\\mc:nu u may be reasonably nc.cc:sJ,&I')" 10 acknowtcd&c. an.ach 01 pc..rfCIQ this lien. Lcucc hereby 
rcprncnls lhat there arc no pr1or 0( s.upc:nor hens &1151111 from a.nd rclaunaco Lcucc·s ac:ttvHtes upon I he abovc--ducnbcd propcny or &om Lct.~oCC·s acqutJtHon or lhu 
lc.uc Should the ComtTUsstonct at any lime dctumtne th.atthts rcptescnuuon IS not true, then Lhc Commu.uoncr may declare thas lease r01fcited as prov~ed hut1n 

l• POOLING Lessee IS hereby JT1nlcd \he tt&J'I I lo pool or un1UU the: royt lry 1n1ercu of the owner or lhe 1011 under l.h ts leaw: W'll.h any Olhct leuc hotd 
0t m•ncn ltnccrcg for 1he n plon tton. development &nd product10n ofotl Ot ps Of cnhc:t of1hcm upon 1he s.mc tcrmJ u shall be tpptovcd by I he Sc.hool Land 8o.fd 
1nd IJ'Ie Commti.l .Oncr or Lhc General Land On"'Ke fat I he poohnl or unlltZln' or I he IRICI'eSI or !.he Sute undct ChiS lcas.c pursuant 10 T cus NaC\I B I ReSO\ItCC"S Code 
n .u I·.H .15l The owner or1hc 5411 •pus tl\acthe ~ncluston of1h1s provtsion '" th ts lease Ylul'ics the execution roqu•rcmenu sut.c.d ll1 Texas NaNn. I RciO\IrctS Code 
H .l.ll 

35. INDEMNITY Lelol<l( here~ releases • nd dos.Gh&r&<S the Sill< or Tex.u • Ed lhc owner or 1hc >c>~. !heir ot!5cu" cmployus. ponnCII. •&enll. 
conU"'C10tl. s.ubconcnaon. aucsu .• tnvttccs. and l.heH fe;spc.cl tvc wc.c:c.uors and • u•ans.. or and 6-om all and any aatDfu and causa or •a .on of evc:ry N rurc. 01 Ot.het 
tunn. tncludlnJ envU"onmcnLII h.arm. (Of wtuch rcc.ovcry or d.ama&cs 11 toU&hl.. tnc.ludenc,. bul noc limned 10. t llloues end cxpcn1C1 which arc c:aus.cd by the acuvtii CS 
or Less.«. IU officus. employees. a.nd aac.nLS an san& out or. tnCidc.ntallo. or rc:sullln& 6-om. the opcnuons o r Of (Of Leuoc: on &he leaud prcmtSCS huc.uNSct. Ot that 
ml)' IJU.e OUI of Of be OCGIIIOned by Lcss.cc") brcleh of any or I he I elmS Of ptOVUIOM ofU!tS Apccmenl,. or b)' any otl\ct nc l)l&cnl Ot SZ:Ictly liable IQ Of emtUIOft or 
Lessc.c f unhcr. l.euce hc.rcby ag:rc.cs 10 be hable for. cxonerace. 1ndemn1fy. de (cnd and hold 1\armlcss the Stale or Teu s and the owner or the sotl. t.heu omocn. 
cmployccs and accn15. 1hc1r s.ucceu ou Ot" u uans.. aptnsa any and all clatnu., lt~blhlt e1.. lou.cs. d.arNcc.s. ecttons, pc:rsoNI InJury (•ndud•nc death). c.osu • nd upc.ns.c1. 
Of Olhcl 1wm ror whoth recovery or dama,cs U >OUsJII under tny lhCOI)' oncludon1 lOft. contnQ. 0< llnCI l11bohry. 1nelud on, t 00tntY1" rccs IJid Other lepl CllpcniC$. 
tncludtn& lhOK rclatc.d to cnvironmenul h.&Drds.. on the leas.cd pttmn.c:s Of' ll1 any wt~y rclltc.d 10 Lcs~«·s b tlu rc 10 comply w1th any 1nd 111 cnv"onmcntl l l.aws. those 
" '''"I &om 01 1n a.ny \Niy tela led 10 Lcss.u·s opcnoons Of any o\hu o( LcJ.SCC's acuv1UU on the lc.ucd pt"emtS«. those ans lft& from Lcucc'a usc of l.he sur flee or I he 
Ita~ ptemn.cs: &nd those thai may 11'\S.C OUI o r Of be OCCi l iOncd by l.eucc'' bteach of eny of •he ICimJ Ot ptOVU.OM of I hiS Apumcnl Of any 04hct aCI or OmiUton Of 
l,.csscc. Ill dttc:.aon. omcus. employees. pll1nctS. aacnll. concncton . subconcnctors. I\ICSU., ln'IIICCS. &nd t.hCtr rupccttVC S4.1CC.CSSOIS and U SI&ns. Each t U tl nCC' or thn 
A"ccmcnc.. or an intcrestlhcrCtn. ICJCC'' 10 be hable (Of. e~oncnte.1ndemntfy. ddcnd and hold 1\annlcu l.hc Sta le or Tcus and the ownCY of !.he t.O tl, lhCtr orf"tcen . 
employcu. and a1cnu tn !.he wme rNnnct ptOYtdcd t boYc ' " coMccuon W'ILh th.c acuvtncso(Lu.w:c. tiS on"'.cc:rs . employ«S. • r.d •senu as ducnbcd aboo;c tXCtPT 
AS OTII(KWIS£ tXPRtsSLY LIMITtD 1t£R£1N. ALL OF Til£ INDEMNITY OULICATIONS ANDIOR LIABILITIES ASSUMED UNDER THE 
T£KMS OF TillS ACR££M£,. S it ALL It£ WITHOUT LIMITS AND WITHOUT R£CARD TO THE CAUS£ OR C AUSES Til£R£0F (£X CLl1DINC 
PKC-£X ISTINC CONDITIONS). STRICT LIABI LITY. OR Tll£ N£CLICtNC£ OF ANY PARTY O R PARTIES (INCLUOINC Tll£ N£CLIC£NC£ Of 
Til£ INDEMNifiED PARTY), Wlt£TIIER SUCH N£CLIC£NCE B£ SOL£. J OINT. CONCURR£,., ACTIVE. OR PASSivt. 

and Correct 
opy of 

O•tg nal filed in 
R s County 

C s Office 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and reasonable safeguards to prevent contamination or polluuon 
of any environmental IM<Iiwn, including soil, surface watcn, groundwater, sedimenlS, and surfaee or subsurfaee strata, amboent au or any other 
enwonmentai!Mdium in, on, or under, lbe leased premises, by any waste, pollulalll, or eontaminanL Lessee shall DOl bring or pennillo remain on the leased 
premises any asbestos conlainUlg materlftls, explosives, toxic materials, or subslances regulated as huardous wastes, huardous materlftls, hazardous 
substanecs (as the term "Hazardous Substanee• is defined in the Comprehensive Environmental Response, Compensation and Liabihty Ac:l (CERCLA), 42 
U.S.C. Sec:loons 9601, el seq.), or toxic substanecs under any federal , Slate, or local law or regulauon ("Hazardous Materials"), except ordUlaty produClS 
commonly used in eO<Ulec:lion with ool and gas explontion and development operations and stored Ul the usual manner and quanuues LESSEE'S 
VlOI..ATION OF TilE FOREGOING PROIDBITION SUA.LL CONSTITUTE A MATERIAL BREACH AND DEFAULT HERE NDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND TilE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND 
AGAINST ANY CLAL\fS, DAMAGES, JUDGMENTS, PENALTIES, UABUJTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FE.ES AND COURT COSTS) CAUSED BY OR ARJSING OUT OF (I) A VIOLATION OF TOE FOREGOING PROlllBITION OR (II) TIJE 
PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREM ISES DURJNG 
LESSEE'S OCCUPANCY OR CONTROL OF TOE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAI R 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS 
MATERIALS IN, ON, UNDER, OR ABOUT TBE LEASED PREMISES DURJNG LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN 
CONFORMANCE WJTII TH E REQUIREMENTS OF APPUCABLE LAW. TUlS lNDEMNlFICATION AND ASSUMPTION SHALL APPLY, 
BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTilER 
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMED!A TELY GfVE TUE STATE OF TEXAS A D TUE OWNER OF THE 
SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THJS PARAGRAPH, UPON LEARNING OF TilE PRESENCE 
OF ANY liAl.ARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTAJ,..,'TNG TO 
f!Al.ARDOUS MATERIALS WOJCH 1\tAY AFFECT THE LEASED PR.EIIUSES. TliE OBLIGATIONS OF LESSEE HEREUNDER S£JALL 
SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEI\1ENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resourees Code 52.171 through 52.190, commonly known as 
the Relinquishment Ac:l, and other applicable slatutes and arnendmenlS !hereto, and if any provisoon in this lease does 001 conform to these statutes, the 
statutes will prevail over any nonconforming lease provisions . 

38. EXECtJTION. This oil and gas lease must be signed and adcnowledged by the Lessee before ol is fJled or record in the county records and in 
the General Land Offiee of the State of Texas. Once the fJling requiremcnlS found in Paragraph 39 of thiS lease have been satisfied, the effeCtive date of this 
lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Ch.apter 9 of the Texas Business and Commeree Code, this lease must be filed or record in the office or the 
County Clerk in any county in wbieh all or any part of the leased prem.ises is located, and eertified copies thereof must be 61ed in the General Land OIToce. 
This lease is DOl effective until a certified copy oflbis lease (wbieh is made and ecnifoed by lbe County Clerk from his records) is filed in lbe General Land Of 
lice in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the State unless it recites the ac:lUal and true 
consideration paid or promised for execution of this lease. The bonus due the Stale and the prescribed filing fee shall accompany sueh certified copy to the 
General Land Office. 

40. Rentals in the amount of $159.96 for years two and three oflhiS lease have been prepaid. One half(Y,) of this amount has been paid to the 
Lessor and one half(Y,) has been paid to the Slate orTexas. Rental for the fourth year in lbe amount of$24,153.96 has DOl been paid and if the fourth year 
rmtal is not paid lbeo Ibis lease will expire. One half (Y,) of the fourth year rental will be paid to the Lessor and one half (Y,) will be paid to lbe Stale of 
Texas. Rental for the fifth year is included in the fourlb year rental and tfthe fourlh y rental is paid then no addiuonal renlllls are due under tins lease. 

LESSE 

BY: William A Chalfant 

TITLE: President 

DATE: ________ _ ___ _ 

STATE OF TEXAS 

TITLE. lndovidually and as agent for the Stale ofTexas 

Date. _________ _____ _ 

True and Correct 
of 

3 filed in 
s County 
.., Office 
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BOOK 7 2 4 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared Rickj l&wis Lone. dealing in his sol• and 
nparare property, known to me to be the persons whose names ore: subsaibcd to the foregoing instrument, and acknowledged 
to me that they executed the same for the pwposes and considcrnlion therein exprcssc:d. 

... . 

Given under my hand and seal of office this the ____:]__ day of NDv~W • 200.5 . 

OfFICIAL SEAL 
Sandra S. M1ller 
State ol Texas 

My Comm1ssion Expires 
July 17. 2006 

Notary Public in and for 

My Commission expires: __ 7-+..:...f ....:7~0~'5":.___ 

PAGE 5~5 

True and Correct 
opy of 

0·1g I f1lad in 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

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

({)
Given under my hand and seal of office this the 
Q;/;;..4.vv . 2005. 

® JUDITH F. HAMBRICK 
Notary Public, State ol Texas 

My Commission Expires 
7/1 4/06 

814 . day of 

NO' PRIMSlO'ol! ~t't ·~ v. • ., : ... ,_ 

FILE N0 ._-08+9...~-5--

011 US£ or TH£ OESCR:BEI) r.t;,, r ·~ ·r· :1 <.:~~Jil ~ CO Ok 
011 RAe[ IS ltNAU!l Alii· uhr li; i .:.·. "· r t:~<rr~ WI' w. 
~~ 

FILED FOR RECORD ON THE 2 I S T 

DULY RECORDED ON THE 22ND 

DAY OF __ F.o...•,.,EB><-R""U""'AR""'""Y"'--_____ A. D. 2006 1 2 : 13 

DAY OF _ ___:F:....:• E=.:· B::..:R:.:.:U::..:AR=Y~ _____ A. D. 2006 9 : 00 

~opy of 
Ongtnal filad in 
Rc ~ves County 

Clerks Office 

P.M. 

A.M. 
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TE X 

August 25, 2006 

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

Re: RELINQUISHMENT ACT LEASE No. M-1 06233 
79.98 net. acres out of Section 36, Bllc 57, Tsp. 2, 
T &P RR Co. Survey, Reeves County, Texas 

Dear Mr. Chalfant: 

JERRY PATTERSO , COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under Mineral File number M-1 06233. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$12,201.98, has been applied as the state's portion of the cash bonus 
$12,076.98, along with a processing and filing fee in the amount of$125.00. Please let me know if 
you should have any questions. 

Sincerely, 

.hew 2e.·1 (,1 ttts -
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

Stephen P. Au~tin Building · 1700 orth Congress Avenue · Austin, Texas 78701- 1495 

Post Offi.:e Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998--IG LO 

www.glo.state.rx.us 





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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY SEPTEMBE'R 5, 2008 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $12,076.98 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 

10/31/2008 TO 10/31/2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS : 

Survey: T&P RR Block/Suffix: 57 Township: 2 Section: 36 Short Desc: ALL OF SEC 36, BLK 57, TWSP 2, T&PR SVY 

:>AYMENT OPTION TO EXTEND 
-EASE NUMBER TX2330050-001 LEASE DATE: 10/31/2005 

ENTRY NUMBER: 895 ~ECORDED: BOOK 724 PAGE 578 

=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 

PROSPECT: DIXIE LAND 

COUNTY/PARISH REEVES 

A eel 
1/2 524153.96 FOR ADDITIONAL 2 YRS 

COPY FOR 
YOUR RECORDs 

IMPORTANT 
Subtotal 

Date Received_-PPHI"'n-r-r"'7""'1,......-------l ~Mg~vtce 
he attached check IS for the person(s) named above. Please date, s1gn 
nd return the attached receipts on the day you receive it. If directed to 
bank, please deposit the amount to the credit to the person(s) named 
bove and date, sign and return the receipt on the day you receive it. If 
orrespondence required, please make reference to lease number. 

Sign Here_-¥1Hi'-HT-lFH",._,...,rr..-.......,,....,...-------i 

Trtle 

Grand Total 

Check No. 

STATE TX 

AMOUNT 

12.076.98 

• •• • • • •••• 
• 

• •• • • • •••• 
• 

•••• • • •• • 
•• • • • • .. . 

12,076.98 

0.00 

12,076.98 

36720 

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 36720 

PAY 
TO 

THE 
ORDER 

OF 

........,...,.. ..... ~ ... 12,076 'DOLLARS' 98 ' CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

DATE 

09/05/2008 

AMOUNT 

$12,076.98 

CHESAPEAKE OPERATING, INC. 
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