
Leasing: .De 
A nalyst:~ 
J\1 aps .. · _ ___,=----

•\::) 
GIS :._...__=.1.\ __ 

State Lease Control Baseflle 
MF108240 07-109942 129251 

SwTe_r 
Block 

Block l\'a11u.> 

To ll'nship 

Section '7hnt 

Land Part 

Part Descriptron 

Acres 

Depth 8el011 
0 

Role 

1 & PRY CO 

54 

5-S 

6 

N2 OF SW4 

13.33 

Depth rlbo1·e 
0 

LESSEE 
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County 
REEVES 

Depth Other 

a me CHALFANT PROPERTIES, INC. 
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3/15/2007 

3 yrs 
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HAL REVIEW SHEET 

Transactim # 5843 Geologist: R. Widmayer 

Lessor: Lucille Hodge Gill King Estate-Deceased Lease Date: 3/15/2007 

Lessee: Chalfant Properties, Inc. 

LEASE IISCftiiTION 

COWlty 
REEVES 

TERMS OFFERm 

Primary Tll'nt 

Bonus/ Acre: 

Rental/ Acre: 

Royalty: 

5 years 

1/5 

PIN# 
07-109942 

$300.00 

$1.00 

Cross Acres: 26.66667 

Net Acres: 13.33 

Base Ale No Part Sec. Block Twp Survey 
129251 W/3N/2S 6 54 05S T & P RY CO 

TERMS RECOMMENIID 

Primary Term 

Bonus/Acre 

Rental/ Acre 

Royalty 

3 years 

1/4 

$300.00 

$1.00 

u~ J 

Abst# 
4056 

COMPARISONS 

MF# Lessee Date Term Bmus/ Ac. Rent~/ A c. Roy~ty Distarr:e 
Last Lease 

Conunents: Rentals paid up for 2 & 3 years @ 26.66 each year. 

Approved: _____ _ 

VVednesday. Au~ 9,2007 ~ 

1/?;ojoS 



T M11S3Ctiln # 4 913 
~C. II~ l-tc:£y · G : ll \~'N, 

L8ssm': eutle, Q&bbi~l:lePNeee 

Lessee: Chalfant Properties, Inc. 

lfAIE IIICRFTIII 

Comty ./ PIN# 
REEVES ;"-' ~ ... tv- I 07-1 09942 

~ ~() "~'1 

TIRMIIFFHIED 

Prinary T fl'llt l5 years ~ 

Boms/ Air It L $300.00 

Rental Acnt L $1.oo 1 

Roy~: 1/5 

CIMPARIIMI 

Mf# L8SS88 

HAL REVIEW SHEET 

G~t: 

Lsase Date: 

Acres: 

R. Widmayer 
~- \S· o, 
9Ril00~ 

26.667 

Base Rkl No Part Sec. Illude Twp SUrvoy 

u~ o 

129251 N/2SW/4 6 54 05S T & PRY CO 

TIRMI RECilMJOD 

Prinul'y T arm ~s 3 '\\L 

Boms/Acre $300.00 

Ronta/Acre $1.00 

Royalty ~Yfl 

Data Torm Boous/Ac. Rmta/Ac. Roy~ !Ism:& 

Abst# 
4056 

LastLsase 

C0011Blts: Rentals paid up for 2nd and 3rd years. AU~-y~ fef'lbl will be !~66.~. --- J 

Tuesday, September 20, 2005 
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Ri!LINQUISHivtENT ACT LEASE APPLICATION 

Texas General Land Office 
' 

Jerry Patterson, Commissioner 

TO: • · Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 20-Sep-05 

Bill Wamjck, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robet1 Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chalfant Properties, Inc. 

Prim. Term: 5 years 

Royalty: 1/5 

Consideration 

Bonus/Acre 

Rental/ Acre 

County: 

$300.00 

$1.00 

Recommended: ~~ 
Not Recommended: 

Date: .9 ·LO·o:> 

----

REEVES 

Comments: Rentals paid up for 2nd and 3rd years. 4+11 )CZII IGi~lB~·illbosi~QO oo pn Berre. 

\/'Lease Form 

Recommended: J2Jtf 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ('~ 

Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: uJ{fJ 
Not Recommended: ----

Larry Laine, Chief Clerk 

Approved:~ 
Not Approved: ___ _ 

Date: --/.-'-'l /'-z__._7 /}....:.~~....:.~--

Date: / o /; f los 
I I 

Date: Jo(ft/ o( 
I { 

Date: _._(_:;.d_._/t_· c_l u_1 __ 

Date: 
l( 

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

E-mail: bill@chalfantproperties.com 
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CHALFANT PROPERTIES, INC. 

August 10, 2007 

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

RE: Section 6: W3N2SW 

1502 NORTH BIG SPRING 

P. 0. BOX 3 123 

M IDLAND, TEXAS 79702-3123 

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

Dear Mr. Reid: 

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

1. Oil and Gas Lease dated March 15, 2007, from The State of Texas, acting by and 
through its agent, Lucille Hodge Gill King Estate- Deceased, covering her interest 
in 13.33 net mineral acres. The State of Texas to receive lease bonus payment of 
$2,346.78. 

Also enclosed is a check in the amount of $2,471.78, including lease bonus payment and a 
State filing fee of $125.00. 

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

William A. Chalfant, CPL 
WAC/ks 
Enclosures 

AAPL' s FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 
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CHALFANT PROPERTIES~.I.NC. WEST TEXAS NATIONAL BANK 
LEASE OONUS CLEARING ACCouNT MaANO. TX 79705 9319 

MIDLAND. TX 79702 

:;: OER le 8/10/2007 

~~)~·~~ .-at 
OF TEXAS GENERAL LAND OFFICE "*2.471 . 78 

Two Thousand Four Hundred Seventy-One and 78/100 ... ..-.~ .. ~~..-.··~-· n----- DOLLARS 
Cl, S.C.' .. 
l.!.J ~.~bltf. 

TEXAS GENERAL LAND OFFICE 

1700 NORTH CONGRESS AVE . 

AUSTIN, TX 78701 

Memo Lease Bonus & Filing Fee: Sec 6, Blk 54, TS, T&P Survey, R 



File No!J; 1/7o ZP cf?!J 

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

• • •• • • • • 
• • ••• • • •• 



•• • • • • •• 
•••• • • •••• 

•• •• • • • • • 
• •••••• • • 

• . .. 
• • • ... 

'-

FILE# 3174 

Gcoaal Land OITICC 
Relinquis!Unent Act Lease Form 
Revised. Scplembcr 1997 

VO L. ( ti ~J PAGE 

~~~ 
CORRI.'lTED OIL AND GAS LEASE 

THIS AGREEMENT is made and cotacd toto this IS tit day or 1\h rdl, 2007. bdwc:cn tbc: Swc of Texas. ICllllg by and throu&IJ iu aaent. 
Lvc: illc Dod&• Gill Kia& Estato-O.ce.u~d, care of 10 G lcaklrk CL, Da llas, TX 75225-2044 said agent herein referred to as tbc: owner of the soal (whc:thcr 

one or more), and CHALFANT PROPERTIES, INC., of PO BOX 3123, Midland, Texas 79702 hereinafter cal led l..cssec. 

I. GRANTlNG CLAUSE. for and in consideration o f the a mounu stated below and o f the covenanu and agreemcnu to be paid, kept and 

performed by l..cssce under this lease, the Stale o f Te xas, acting by and throu&IJ the owner of the soil, hereby granu ,leascs and leu unto Lessee, for the sole 
and only purpose of prosp ecting and drilling for and producing oil and gas, laying p ipe lines, building tanks, storing oil and building power stations, 

telephone lines and olher structW'CS th=on, to produce, save, take care of, Ileal and tranSport said products of the lease. the following lands silualed in 

REEVES County, State ofTexas, to-wit: 

Block S4, T -S, T&P RR Co Survey 

Sectioa 6: W/3N/2SW/4 

containing 26.66667 a cres, more or less. The bonus consideration paid for this lease is as follo ws: 

To the State o f Texas: Two Th9usand Thrcc Hundred forty Six and 78/100 

Dollars~ 

To the o wna o f the soil: Two Thousand Thrcc Hundred fony Six and 78/100 

Dollars~ 

Total bonus consideralion: Four Thousand Six Hundred Nincty Thrcc pnd 68/100 

Dollars (S 4 693 68) 

The tOIBI bonus consideration paad rcprcscnu a bonus of Tbru llundr td f ifty T wo Dollars (SJSZ.OO) per acre, on IJJ J nct acres. 

2. TERM. Subject to the olhcr provisions in this lease. the: lease snail oc for a term ofll!G£.ill years from th is dale (hCTein called "primary 

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

As used in th is lease, the term "produced in paying quantit ies" means thai the rcccipu from the sale or other authorized commercial use of the substanoc(s) 

covered ex<:ecd out ofpockct operational expenses for the six months last past. 

3. DELAY RENTALS. If no well be com menced on the leased premises on or before one ( I) year From thiS dale, th is lease shall tcrmUlale, 

unless on or before such anniversary date Lessee shall pay or tender to the o wner of the soil or to his credit in 

the "' JliiS IS A PAID-UP LEAS E· SEE PARAGRAPH 40 " Bank. at~ or its suCCICSSO<S (which shal l continue as the depository regardless of 

changes in the ownership of said land), the amount specified below; in addition, l..cssee shal l pay or tender to tbc: COMMISSIONER Of THE GENERAL 

LAND OFFICE OF THE STATE Of TEXAS, AT AUSTIN, TEXAS. a like sum on or before satd date. Paymcnu under this paragraph shall operate as a 

rental and shall cover the privilege of deferring tbc: commencement o f a well for one (I) year from said date. Payments under thas paragraph shall be an the 

following amounu: 

To the owner of the soil: 

Dollars ($·- -------- -----' 
To the State ofTcxas: 

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

Dollars ($ _ ________ ___ _~ 

In a like mannet and upon like paymenu or tenders annually, tbc: commencement of a well may be funhcr deferred for successive periods of one ( I) year 
each during the primary term. All payments or lenders o f rental to the owner of the soil may be made by check or si&ht draft of Lessee, or any assigrlce o f 

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

suspend business, liquidate, fail or be succeeded by anolher bank, or for any reason faal or refuse to aoccpt rental, l..cssee shall 001 be held in default for 

fa ilure to make s uch pay menu or tenders of rental until thiny (30) days after the owner of the soil shal l deliver to Lessee a proper recordable instrument 

naming another bank as ogent to receive such paymcnu or tenders . 

o41 

T ue and Correct 
opy of 

Ong n I f1 ed In 
Reeves C nty 

Clerks Off1ce 
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4 PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agJCCS to pay or cause to be paid one-half( l/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin' Texas, and one-half(l/2) of such royalty to the 
owner of the soil: 

( A) OIL. Royalty payable on oil, which is defmed as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all 
condensate, d istillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be 
!/4th pan of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the 
GeneraJ Land Office, such value to be determined. by I ) the hig)lest posted price, pillS premium, if any, offered or paid for oil, condensate, distiUate, or other 
liquid hydrocarbons, respectively, of a like type and gravity in tlie general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereo( whichever is the greater. Lessee agrees that before any gas 
produced from the leased premises is sold, l1Sed or processed in a plan~ it will be run free of cost to the royalty owners through an adequate oil and gas 
sepa.rator of conventional type, or other equipment at least as efficien~ so that all liquid hydrocatbons recoverable from the gas by such means will be 
recovered. The requirement that such gas be run through a separator or other equipment may be waived in writing by the royalty owners upon such tenns and 
conditions as they presaibc. 

(B) NON PROCESSED GAS. Royalty on any gas (includin$ Oared gas), which is defined as all hydrocatbons and gaseous substances not dcfmed 
as oil in. subparagJaph (A) above, produced from any well oo said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocatboru or other products) shall be l/4th ' part of the gross production or the market value tbereoC at 
the option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas 
of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided 
that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard 
base temperature shall be sixty (60) degrees Fahrenheit, correction 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 tes ting being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gliSoline plant or other plant for the recovery of gasoline or other liquid hydrocatbons 
shall be ! /4th pan of the residue gas and the liquid hydrocarbons extracted or the market value therto( at the option of the 
owner of the soil or the Commissioner of the General Land Office. Al l royalties due herein shall be based on one hundred percent (100".4) of the tot.al plant 
production of residue gas attnoutable to gas produced from this lease, and on fifty percent (50%). or that percent acauing to LCS$CC, whichever is the greater, 
of the total plant production ofliquid hydrocarbons attn'butable to the gas produced from th.is lease; provided that ifliquid hydrocarbons are recovered from 
gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns llD interest, then the percentage a~plieable to liquid hydrocarbons shall be 
fifty percent (50%) or the highest percent accrumg to a third parry processing gas through such plant under a processmg agreement negotiated at arm's length 
(or if there is no such third parry, the hillhest percent then being specified in processing agreements or contrllcts in the industry), whichever is the greater. The 
respective royalties on residue gas and on loquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid 
hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price 
for the respective grades ofliquid hydrocarbons). whichever is the greater. In no even~ however, shall the royalties payable under this paragraph be less than 
the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (e xcepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry", or any other gas, by fractionating. burning or any other processing shall be l /4th 
pan of the gross production of such products, or the market value thereof, 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 hilll>est market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for ihe same month in which such products are produced, whichever is the greater. 

5. MINIMUM ROYALTY. During any year aOer the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and 
payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties 
pwd during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of this paragraph. the delay rental 
amount shall be one dollar (S 1.00) per aac. 

6. ROYALTY IN KINO. NotWithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or 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, requite that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Com.missioner of the General Land 
Office's rigbtto take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's 
obligations, whether express or implied, under this lease. 

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

8. PLAI'IT FUEL AND RECYCLED GAS. No royalty shall be payabte 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 subject to the wrinen consent of the 
owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into 
any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed: no royalties shall be 
payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease 

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that 
royalty on oil is due and must be recetved in the General Land Office on or before the Sth day of the second month succeeding the month of production, and 
royalty on gas is due and must be received in the General Land Office on or before the I Sth day of the second month succeeding the monlb of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and 
s howing the gross amount and disposition of al l oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records 
or reports conflfming the gross production, disposition 

·rn.~ > "\nd Correct 
opy of 

Ong1nal f1led in 
Reeves County 
Clerks Office 
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and market value including gas meter readings. pipeline receipts, ps line rco: ipiJ and Ol.hcr eh..U ot memoranda of amount produced and put into pipe Iones, tanks, or 
pools and gas lines ot gas Slo.-gc, and any other reporiJ ot records which the General Land Office may require to verifY the gross productton, disposition and mllket 
value. In all cases the authority of a manager ot agent to oct fot the Lcsscc herein must he lilod in the General Land Office. t:.ch royalty payment shall be accompanied 
by a chccl: stub, schedule. summary or other remiuance advice sbowin& by the assigood General Land Office lease number the amount ofro}tlty bcong paod on each 
lease. If Lessee pays his royalty on ot befOre thirty (30) days after the royalty payment was due, then Lessee owes a penalty ofS% on the royalty ot $25 00. whochcver 
IS greater. A royalty payment which is over thirty (30) days late shall aCCNe a penalty of 10% oft he royalty due or $2S.OO whichever is greater. In addition to a penalty, 
royal ties shall aCCNe interest at a note or 12% per year, such interest will bcaoo aCCNoog when the royalty is sixly (60) days overdue. AffodaviiJ and supponmg 
documcniJ which arc not filed wbco due shall incur a penalty in an amount SCI by the General Land Office administrative Nlc which is effective on the date when the 
affidavits or supporting documents were diJe. Tbc Lcsscc shall bear all responsibility for payios ot causing royalties to be paid u pn:saibed by the due dale provided 
herein. Paymc.nl or the delinquency penalty shall in no way operate to prohibol the State's right or forfeiture u providod by law not actiO poll pone the date on which 
royalties were orialnally due. The above penalty provisions shall not apply In cases of tide dispute as to the State's ponion oftbe royalty or to that pon ioo of the royalty 
In dispute as to &it market value. 

10. {A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessa: shall annually furnish the Commissioner of the Genc:.-1 Land Office with lis best 
possible estirrAte of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all conlnC:U under which gas 
is sold ot proa:ssed and all subsequent agrccmelllS and amendments to such a>nlnets within thirty (30) days after entering into or making such eontncls, aweemeniS or 
amendmeniJ. Such eontnocts and agreements when reccivod by the General Land Office shall be held in confodcnce by the Gcnenol Land Office unless othenoiJC 
authorized by lessee. All other a>nlnC:U and records pcrtainina to the production. lnnsponation. sale and marketing of the oil and gas produced on saod pn:moscs. 
including the books and ac:couots, rcccipcs and discharges of all wells, tanks, pools, meters, and pipelines shall at all rimes be subjcato inspection and examination by 
the Commissioner ofthe General Land Office, the Allotncy General. tbc Govcrnot, ot the rcprcscotative of any of them. 

(D) PERMITS. DRIWNG RECORDS. Written aociec of all operations on Ibis lease shall be submoued to the CoiiVliiSSIODCt of the General Land 
Offocc by Lcsscc or 0pctt10r five(~) days befote spud date. workovcr, ro>entry, tempotary at.rodonmcDI or plus and abandonment of any "'dl ot wells. Such "'nttcn 
notice to the General Land Office shall include copies of Railroad Commission fottns for appl icatioo to drill. Copies of well tests, eompletoon reports and pluggin& 
repons shall be supploed to the Gcoeral Land Office at the time they arc filed with the Texas Railroad Commission. Allapplocations, permits, repons or other filongs that 
reference th is IC&JC ot any specific well on the leased premises and that arc submincd to the TCJW Railroad Commission or any other aovcmmcntal ~ncy shall 
include the word "Sllltc" in the title. Additionally, in accordance with Railroed Commission N ICS. any si&na&• on the leased premiJCS fO< the purpose of idcntofyin& 
wells, tank ballcries ot other associated improvo:mcoiJ to the Land must also include the word "State.· Lcsscc: shall supply the General Land Office with any record1, 
memononda, aa:ounts, rcpons, cuttin&s and oores. or other onfonnation relative to the operation of the above-<lescribed premises, which may be requested by the 
Gcncnol Land Office, in addition to those herein expressly provided for. LesJC< shall have an electrical and/or .-dioactivity survey made on the bore-hole SCClion, from 
the base of the surlice casing to the total depllt of well, of all wel ls drilled on the above described premises and shalllnnSmita true oopy of the log orcaeh survey on 
cub well to the General Land Offoec within fift.ccn (IS) daysafte.rthc making of said survey. 

(C) PENAL nES. Lcsscx: shall incur a penalty whcoever reports. documcniJ or Olher materials arc DOl filed in the General Land Office when due. The 
penalty for late 61in& shall he set by the General Land Office adminislntivc Nlc "'hich is cffcaivc on the date when the mater otis WCIC due in the General Land Office. 

11. DRY HOLE.'CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary tam hereof and priot to doscovcry and 
produCiion of oil or gas on said Land, Lessee should drill a dry bole or holes thereon. ot if durin& the primary term hera>f and after the discovery and aC!Ual produaion 
of oil or gas from the leased premiJCs such produclion thereof should ecaJC from any cause. thisle&JC shall oOitcmuoate tf on or before the upntion of sixty (60) days 
from date of completion of said dry bole or ocssatioo or production Lessee a>mmcnecs additional drilling or reWotkin& openorions tlocRoo, or pays or teodcrs the next 
aMual delay renoal on the same manner as provided in thos lease. If, durin& the Last year of the primary term or within sixty (60) days pnot thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should ecaJC for any cause, Lessee's ri&hiJ shall remain in filii force and effCCI wothout fitnher operations until 
the expiration of the pnmary term: and ifLCSJCc hu not rcsumod produetoon on payina quantities at the expiration of the primary term. Lcsscc may maontaon thos lease 
by a>oductina additional drilling or reworking operations pursuant to Paragraph 13, using the expiration oftbc primary term as the date of cessation of production under 
Paragraph 13. Should the frrst well or any subsequent well drill ad on the above described Land he a>mpleled as a shu l-in oil ot gas well with on the primary term he~co( 
Lcsscc may resume payment oftbc annual raotal ill the same nwnoer u provided herein on ot before the rental paying date fi>llowin& the expiration or sixty (60) days 
from the date of completion ofsucb shut-in oil or ps well and upon tbc fiulure to make sucb paymcn~ this lcaJC shall ipso Ciao terminate:. !fat the expiraloon of the 
primary tam or any time thereafter a shut-in oil or ps well is located on thele&Jed pn:miJCS, payments may he made on accordance woth the shut-on provisions hereof 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, a1 the expiration of the primary term. nctthcr oil nor gas 11 beong 
produced on said laod, but Lessee is then cnaa&od io dtillin& ot rcWotkin& operations thereon, th is lease shall remain in force so loo& IS openotions on said .,ell or for 
drilling or reWotkillg of any additional well arc proJCCUtod in good faith and in wotkmanlike rrADncr without intctNpcoons totaling men than sixty (60) days dunn a any 
one such operation. and if they result ill the production of otl and/or gas, so long thereafter u oil and/or gas is produced in paying quantities from sa.id land, or payment 
of shut·in oil ot gas well royalties or compensatory royalties is made u provided in this lcuc. 

13. CESSATION, DRILLING. AND REWORKING. If, after the expiration of the P"imaty term, production of oil or gas from the leaJCd premoa:s, after 
once obtai nod, should ccaJC from any cause. th is lcuc shall not terminate if Lessee a>mmcnecs additional drilling or rework in& operations within sixty (60) days after 
such cessation. and this leaK shall remain in fitll force and effect for so long IS such ope.-tions continue in good liith and in workma.nlikc maMcr without intctNptions 
totaling more than sixty (60) days. If such drilling or rework ina operations result in the production of oil or gas, thelcasc shall remain in full force and efTeCI for so long 
as oil or gas is produced from the IC&Jed premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compcrosalory royalties is made as 
providod herein or u provided by law. If the drilling or reworking operations resu lt in the completion of a well as a dry hole, the lease will nOIIerminatc if the LesJCC 
a>mmcnces additional drilling or rework in& operations within sixty (60) days after the completion of the well as a dry bole, and this lease shall remain in effect so long 
u Lessee continues drilling or rcwotkin& operations in good liitb and In a workrrAnhke manner without intctNptions totalin& more than sixty (60) days. Lcsscc shall 
give wrlltcn notice to the General Land OII"occ within thirty (30) days of any cessation or production 

14 SliUT-IN ROYAL TIES. For purposes ofthos panograph, • .... w means any wdl that hu been assignod a well number by the Slate aacocy havonc 
Junsdoetion over the pn:oduetioo of oil and gas. I( at any time after tbe cxpirauon oft he pnmary term ofale&JC that unlll bcin& shuttn. "''s berne maonllloned on 
fotcc and effect, a well capable of producing oil ot gas in payio& quanttlocs IS located on the leased premises. but oil ot gas is nne beonc produced for lack of 
suotable production ticiloties or lack or a suiuoble market. then Lcsscc: may pay as a shut-in oU ot gas royalty u amount equal to double the annual rental provtded on 
the 1casc. but not less than $1.200 a year fot eacb well capable ofproducmc ot1 ot ps in paY'"& quantities. lfPatagrapb 3 of this lease docs DOl spccofY a deLay rental 
amou111. thc1l fot tbc purposes of this panograph. tbc delay rental amou.ot shall be one dollar ($1.00) per acre. To be effeaivc, each rrutoal shut-<n oll or gas royally 

True and Correct 
copy of 

Orrg at f1led in 
Reeves County 

lat1<S Off1ca 



•• • • • • •• 
•••• . . 
•••• 

•••• • • • • • 
• •••••• • • 

• 
• •• • • • • •• 

VOL. 7 ti t.~ PAGE 644 

musa be poid on 0< be tOre: ( I) lhe cxpintion of the primary term. (2) 60 days 1fter the Lcsscc ceases to produce oil or pJ from the leased premises, 0< (3) 60 days 1fter 
Lessee completes• drilling or reworking opcntion in ICCOrdance with the lease provisions; wllichever date iJ latest. Such poym<nt shill be ONde one-hllf(ln) to the 
Commissioner of the Gencnll..and Office and onc~lf(ln) to the owner of the so~. If the shut-in o~ or p.s n>y~lry is poid, lhe lease shill be coasidcred to be • 
producing lease 1r1d the poymcnt shill extend the: term of the lease fO< I period of one year from the end of the: pri!Nr)' term, 0< from the finl day Of the month 
following the month in which production c:calCd. and. •fter thlt, if no suitable production licilotics 0< suitable marl<<t fo.- the oil 0< ps exists. Lcsscc may extend the 
lease fo.- four mo.-c successive periods of one (I) year by poyina the 11mc 1mount each year on or before the expintion of each shut-in y<at. 

1 S. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by poyment of the shut-in oil 0< ps royalty, oil or ps is sold and 
delivered in poying qu1ntities from 1 wdllocated within one thouSirld (1,000) feet of the leased premises and completed In the ume producina n:scrwir, 0< in any cue 
in which dnllnage is occurring the right to continue to mointain the lease by poyina the shut-In oil 0< ps roy1lty shill c:c:ase. but the lease shill remoin cfTccrive for the 
remainder of the year fa< wlli<:h the royalty his been poid. The Lcsscc may maintain the lease fO< four more successive years by Lessee poying compensatory royalty II 
the royalty rate provided in the lease ofthe market value of production from the well causing the dnlinage or which is completed in the 11me producing reservoir and 
within one thou11nd (1,000) feet of the leased premises. The compenSIIO')' roy1lty is 10 be poid monthly, one-hllf(l/2) to the Commissioner of the Oenc:nl Land 
Office and one-half(l/2) to the owner of the soil, beginning on 0< befo.-ethc last day of the month following the month In wllich the oil 0< P' is produced from the wdl 
causing the drainlge or that iJ compl<ted in the 11me producing rcsc:rvoir and located within ooe thouSind (1,000) feel of the leased premises. If the compensatory 
royalty poid in any 12-month period is In an •mount less than the IMUII shut-in oil 0< gas royslty, Lessee shill poy an •mount equal 10 the difference within thirty (30) 
days from the end of the 12-month period. Com pen~~ lory royslty poymenls which arc no! timely poid wiiiiCcrUC penalty and intaCSI in ICCOtdancc with Paragraph 9 of 
this lease. None of these provisions will relieve Lcsscc of the obHption of r<UORible developrnmt nor the obliption to drill ofTsct wdls as provided io TtJW Natural 
Rcsoun:cs Code S2.173; bo"-ev<r, at the d<tcnninarion of the Commissioner, and with tbe Conwnissioncr's "Titten approval. the poymenl ofcompeMiltory royalties..., 
satiJfy the obliption to drill offset wdls. 

16. RETAINED ACREAGE. Notwithmnding any provision oflhiJ lease 10 the eontnry, 1fta 1 wdl producing or capoble ofproducina oil or ps has 
been completed on the leased premises, Lcsscc shil l exercise the diligence of 1 reasonably prudent opcntor in drilling such addition~! wdl 0< wdls u may be 
reasonably ncccsSI')' for the proper development ofthe leased premises and in marketing the produClion thereon. 

(A) VERTICAL- In the event this lease is in force 1nd effect two (2) ycors after tho expinlion date of the primory or extended term it shill then 1ermin11e 
as to 111 of the leased premises. EXCEPT (I) 40 1cres SUITOIIndin& each oil well capoblc of producing in Jlllyina qu1n1i1ies 1nd 320 ICfes sunounding each ps well 
capable of producing in poyins quantities (ineluding a shut-in oil 0< ps wdl as provided in Plragraph 14 hereof), or a well upon wllicb Lessee is then enpged in 
continuous drill in& 0< rcworl<iog Open lions, or (2) the number or ...... induded in • producins pooled unit pursuant 10 Texas Nltural Rcsourecs Code S2.1 s 1-S2.1 S3. 
or (3) such sreater or lesser number of acres as may then be allocated for production purposes10 1 proration unit fo.- each such producing well under the rules •nd 
regul1tions of the R.tilra.d Commission ofTcxu, or •ny succeuor •seney, or other sovcrnmental 1uthority hlvina jurisdic:tlon. lhtuy rime •fter the effective date of 
the pot1ial terminltion provisions hacof, the applic:oble fKld rules~ chlnged or the wdl or wdls located thereon ~reclassified so thlt less ICfcage is thereafter 
allocated to said wdl or wdls fO< production purposes, this lease shllltbereupon terminate u 10 aliiCfeage 1101 thereafter lllocaled to Slid wdl or wdls fo.- produdion 
purposes. Nocwithslanding the termination ofthiJ lease u to 1 portion of the lands covered hereby, Lessee shill ncva1hdcss continuo to hlvelhe riabt ofinsress to and 
c:gn:ss from the lands saill subjccr to thiJ lease ro.- all purposes described in Paragraph I hereof, tocethcr with casements and riJbu-of-w•y for existina road<. cxi<tina 
pipelines and other exisaing licilities on, ova and across all the l1nds described in Paragraph I bc:rcof ("the reta ined llnds"). for ICCCSS to and from the rc:11ined lands 
and for tbc pthcring 0< tnnSpOrtltioo of oil, gas and other minerals produced from the rc:11ined l1nds. 

(B) ~IORJZOIITAL. In the event this lease iJ in force 1nd effect rwo (2) years after the expiration date of the pri!Nr}' 0< extended term it shill further 
termin1te u 10 all depths below 100 feet below the total depth drilled {hereinafter "deeper depths") in each well located on aereaae retained in l'ara8J11ph 16 (A) above, 
unless on 0< before two (2) years after the prinnary or extended term Lcssoe poys an amount cqualiO ooe-hllf( 112) or the bonus ori&in~lly poid u considcntioo for this 
lease (as specified on poge I hereof). If such lmOUJit is poid. this lease shall be in force and eiTCCiu 10 such deeper depths, and Slid lc:nninllion shill be dd1yed for an 
additiORII period ofrwo (2) years and so long thereafter as oil 0< gas is produced in poying quantities from such deeper depths CO\"a"ed by this lease. 

(C) IDENTIFICATION AND FILING. The surface ac:rcase rcta.incd hcr .. ~nder u to each well shall, u nearly as practical, be in the form of1 square with 
the: well located in the center thereof, or such or her shape as .,..y be approved by the Commitsioner of the General Land Office. Within thirty (30) days 1fter pot1ill 
termination of this lease u provided herein, Lessee shill execute 1nd record • release or re leaJCS containing 1 Sltislictory lepl description of the 1ereage 1ndlor depths 
not rc:tlincd hereunder. The recorded release, or a certified copy of umc, shall be filed in the General Lind Office, accomponied by the filing fee prescribed by the 
Genenl Lind Office rules in effect on the dele the release Is filed I fLesscc Iii Is or refuses 10 execute 1nd record such release or releases within ninety (90) days after 
being requested to do so by the General Land Office, then the Commissioner al his sole discr<tion moy dcsi&n~te by written instrument the 1ercoge and/or depths 10 be 
released hereunder and record such instrumental Lessee's expense in the county or counties where the lase is located 1nd in the offiCial records of the Oenc:nl L1nd 
Offoce 1nd such desi&n~tion shill be binding upon Lessee for Ill purposes. 

17. OFFSET WEU.S. Neither the bonus, delay rentals, nor royalties poid. or to be poid, under this lease shill rdieve Lessee of his obliptioo to proreet 
the oil 1nd P' under the •bove-<lescribed land from being drained. Lessee. sublessee, receiver or ocher 1geD1 in control of the leased prcmiJCS shill drill as many wdls 
u the facts moy ju<tify and shall usc •ppropriatc means and drill to • depth neaswy to prevcot undue dnlinage of oil and ps from the leased premises. In addition, if 
oil andlo.- gas should be produced in commercial quantities within 1,000 fccr of the leased premises, or tn uy case where the leased premises is bcina clra.oocd by 
production of oil 0< ps, the: Lessee, sublessee, receiver or Olbcr agcot in control oft be leased premises shill in good faith be&in the drillina of 1 wdl or wdls upon the 
leased premises within 100 days 1fter the: dnlining wdl 0< wdls or the wdl or wdls completed within 1,000 feel ofthe leased premises Starl producins in commercial 
quantities and shall pro....,te such drilling with diligence. Fallure 10 satisfy the stallnory ofTscl obllption ~Ny subjccr this lease and the owna of the soil's agency 
rights to fO<feilure. Only upon the detamination or the Commissioner or the Gcncral Land Office and with bis written •pproval ~Ny the poym<nt of compensatory 
royalty under 1pplicable <Ia tutory paro.metcrs satisfy the obliption to dn11 an ofTscl wdl or wells required under this paragraph. 

18. FORCE MNEURE. If, after 1 good liith elTon, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drillin& operations on the leased premises, or &om producing oil 0< ps from the lased pranisea by reason of war, rebellion, riots, mile.., acts ofOod, or 
any v11id order, rule or regulation of government authority, then while so prevented, Lessee's obHption to comply with such eoven~nt shall be suspended 1nd Lessee 
shall nor be liable fo.- damages for failure to comply with such covenants; additi001lly, this lase shill be extended while Lessee is prevented. by •ny such cause, from 
conducting drilling and reworting opc:ntions or from producing oil 0< gas from the leased premises. However, nothing in thiJ paragraph shill suspend the poymeDI of 
delay rentals in onler to owintain this lease in effect during the pri!Nr)' term in tbc •bscncc of such drilling or rework ina opc:ntions or productioo of oil or ps. 
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19. WARRANTY CLAUSE. The owner of the sool womonts llld agrees 10 defend tide 10 the leased premises. If the owner of the soil dcfiullson poymeniS 
ow.d on the I cooed premises, then Lessee may redeem doe rights of the owner of tho soil in the leased premises by poying any ITIOC1gagc, W<cs or ocher liens on lhc: 
leased premises. If Lessee omltes payments on bcbalfoftbc owner of the soil under this ~grapb, Lessee may recover lhc aost of these poymenu from the rental and 
royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. Ifthe owner oftbc soil owns less thlllthe cn1ire undivided surficc ..Ute in the above described 
land, wbclher or not l.cJsce'a inlercot is specified herein, !hen the royaltiu and n:ntal herein provided to be poid 10 the owner of the soil sltall be poid 10 him in lhe 
proporrion which his onlercst bcors 10 lhe entire undivided surficc eSIIte and tbc royallles and rental herein provided 10 be poid 10 lhc Commissioner of the General 
Land OffiCe of the Stale of Texas shall be likewise propo<1iona1ely reduced. However, before Lessee adju!ls the royalty or rental due 10 the Commissioner of the 
General Land Office, Lcsscc or his authorized rcprcscotativc mout submit 10 the Commissioner of the General Land Offic:c a wriucn Slalemcnl which explains the 
discrcponcy bclwccn the lnterc:a purportedly leased under this loose and tbc aclllll inlerat owned by the owner of the soil. The Commissioner of tbc General Land 
Otroce sltall be poid the value oflhe whole production alloc:ableiO any undivided in !Crest not covered by a I case, less the proport ionate development and produaion cost 
allocable 10 such undivided intcrc:st. However, in no evcnl sltall the Commissioner ofthe General Land Office receive IS a royalty on the gross production allocable to 
the undivided interest DOl leased an amount less thllllbc volue ofonc-siXIccolh (1 /16) of such gross production. 

(B) REDUCTION OF PAYMENTS. I( durin& the primll)' term, a ponion of the land covered by tbis lcasc is included within the boundaries of a 
pooled unit thai ha.s been approved by lhc School Land Board and the owner of the 10il in accordance witb Natural RcSOilfces Code Scctions 52 I 51-52 I 54, of o( 11 any 
tune after tbe expiration of the primary term or the CXIcnded term, this lcasc covers a lesser number ofaercs than thetOIIlamounl described herein, paymcniJ that arc 
.-de on a per aae basis hereunder shall be reduced according 10 the number of aacJ pooled, released. surrendered, or othcrwiJC severed, so !hal payments delcrmoncd 
on a per aae basis under the lc:rms of this lcasc during lhc prinwy tcrm shall be calculolod based upon lhc number of acres outside the boundaries ora pooled um~ or, 
if after the expiration oflhc prinw.ry term, tbc number of ..,es actu&Jiy rcuioed and covaod by Ibis lease. 

21 USE OF WATER. Lcsscc sltall havelhc rialol 10 use waler produced on said land ncccs.sary for operations under this lease cx.ccp1 woter from wdls or 
tanks of lhc owoa of the soil; providod, bowcva, Lcsscc sltall not usc potable woler or wotcr suitable tOr livcstoclc or imgallon purposes tOr .. -.terRood operations 
wolloo<ollbc prior consent of the owner of the soil 

22. AUTHOR!ZED DAMAGES. Lessee shall poy the owner of lhe soil for damaaes causod by its operations to all personal property, omprovcmcniS, 
livcstod< and crops on said land. 

23. PIPEUNE DEPTH, Wbcn rcqucstod by the owner oflhe so~ . Lcsscc shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet 10 any house or bam now on saod premises without the "Tillen 
consent oftbe owner of the soil. 

25. POLLUTION. In developing this area., Lessee shall usctbc highest dcgJcc of care and all proper safe&uards 10 prevent pollution. Wolhoul hmillng tbc 
foregoing, pollution ofCOISial wetlands, natural wotcrways, rivers and impoonded woler shall be prevented by the usc of containment ficililics sufficocniiO, prevent 
spillage, supoge or gJound water conllminalion. In lhc event of pollution, Lessee shall use all means al its disposal 10 rccaplllrc all escaped hydrocarbons or ocher 
pollulaol and shall be responsible for all damage 10 public and private properties. Lessee shall build and mainlain fcnc:cs around its slush, sump, and drainage pits and 
Wlk batteries so IJIO protCCIIivCSiod< aga.inslloss. damage or iJUury; and upon completion or abandonment of any well or wclls, Lcsscc: sltall fill and level all s.lusb 
pits and cellars and completdy clean up lhe drilling site of all rubbish !hereon, Lcsscc shall, '"bile conducting operations on lhc lca....t premises, keep said premises free 
ora II rubbish, cans. bottles, poper cups or garbage, and upon completion of operations shall rcstorethe sur !icc of !he land 10 u ncar liS oroginal condotion and contours 
IS is praaicablc. Tanks and equipment will be kept pointed and presentable. 

26. REMOVAL OF EQUIPMENT. SubjCCIIo limitations on this ~graph, Lessee shall have the right 10 remove machinery and fixtures placed by Lessee 
on I be leased premises, including the riglot 10 draw and remove casing. within one hundred twenty (120) daya after the expiration or I be termination of this lease unlus 
the Owner of the soil grants Lessee an cXIension of this 12<klay period. Howeva, Lessee may DOl n:move casing from any well capable of producing oil and gas in 
poying quantities. Additionally, Lessee may not draw aod n:movc casing unt~ after thirty (30) days wrinen notic:c 10 the Commissioner of the General Land Offic:c and 
10 the owner oft he soil. Tbc owner of the 10il shall become the owner of any machinery, fiXIurcs. or casing which arc not timely removed by Lcsscc: under the terms of 
this paragraph, 

27, (A) ASSIGNMENTS. Under the conditions c:ontaoned on this ~graph and Paragraph 29 ofthos lease, the nalots and CSialcs of eother perry to this 
lease may be assigned. in whole or in por1. and the provisions ofthis lease sltall eXIend 10 and be binding upon their bcirs, devisees, ICSll rcprcscotahvcs, wcussors and 
auigns. However, a change or division in owocrsbip of the land, rcOIIls, or royalties will not enlar(IC the obliplions of Lc:uec, diminrsb the riglols, privilc&CI and 
csaatcs of Lessee, impair lhc eiTCCiivcness of any payment made by Lcsscc or irnpoir the dTCCiivcness of any aa performed by Lcs.scc. And no change or division in 
owncnhip of the land, rc:otals. or royalties sltall bind Lessee tOr any purpose unt~ lloirty (30) days afta lhc owner of !he so~ (or his bcin, devisees, lcpl rcprcscntallvcs 
or ISSIIJIS) furnishes I be l..csscc: with satiJfiaory -.Tincn evidence of the change in 0"11ership, including the ori&ioal recorded mununcnls of title (of a ccnifiCd copy of 
wch original) when lhe ownership changed because ora conveyance. A 10111 or por1ial usiiJimcnl of this lease sball, 10 the extent of the iotcrcstassigncd, relocvc and 
discharae Lcsscc ofall JUbsequent obliplions under Ibis lcase.lfthos lcasc is assiiJied in its entirely as 10 only porr of the aercage, thc nalol and oprion 10 poy rentals 
shall be appo<1ioncd as bclwccn the several owners ratably, according 10 the area of each, and fiilure by one or more of them 10 poy hos share of the rental shall DOl 
afl'oalhis lease on I be porr of the land upon which pro rata n:ntals are timely poid or I endued; however, if the assignor or assiiJICC docs noc 61e a ccnifiCd copy ofJUch 
assiiJimenl in the General Land Office before the ncXI raotal poying dale, lhc entire lease shall terminate for fiilure 10 poy the entire rental due under Paragraph 3. 
Every assignc:c sltall succeed 10 all rights and be subjCCIIo all obligations, liabilities. and pcnallies owed 10 the Stale by lbc original lessee or any prior assi&nee oftbc 
lease. including any liabilities 10 the Stale tOr unpoid royalties. 

(B) ASSIGNMENT LIMITATION. NO!Withstandin& any provision in Poragraph 27(a), if the owner oftbc soil acquires this lease in whole or in pad 
by assignment without the prior written approval oftbc Commiaioner of the General Land Office, this lease is void u ofthc time of assignment and the agency power 
of the owner may be forfciled by the Commissioner. An assagnmcnl will be treated u lfil were made to the owner of the soil iftheiSSI&nee is; 

(I) a nominee: of the owner of the soil; 
(2) a COfll<l<llion or subsidiary io which !be owner of !he 1011 is a priiiCipol stoclcboldcr or is an employee of such a eo<poration 0< subsodwy; 
(3) a pornrcnbip in which the owner of the soil is a portncr or os an employee: of such a portncrship; 
(4) a priocipol stockbolder or employee of !be o:orpcnlion "bkb u the owner of the soil; 
(5) a portncr or employee io a potiDCrship \0-bich is tbc O\O"Der oflhc 10i!; 
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(6) a fKlucialy for the owner ofthc so~: includina boll not hmited to a pwdian, lrUSice, executor, adminoslnllor, receiver, or conJCI"VIIor-tor the 
ownCf of the soil: or 

(7) a family member of the owner oflhe soa or related to the ownCf of the soil by marriage. blood, or adoption. 
28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may 11 any time execuce and deliver co the owner ofche sool 

and place of record a release or releases coverinc any ponion or ponions of the leased premises, and !hereby surrendCf this lease as co such ponion or ponions. and be 
relieved ofall subscquenc obliprions as co acreage surrendered. If any pan ofthos lease is properly surrendered, the delay rental due undCf this lease shall be reduced by 
the proponion chac che surrc:ndCfed acreage bears co the acreage which "" coveted by chis lease immcdiacely prior co such surrcndc<: howevCf, such release will nor 
relieve Lessee of any liabilicies which may have ac:cn~ed undc< chis lease prior co the surrendCf of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. I fall or any p&n ofthos lease os assigned or released. such assignment or release must be recorded 
in the counry "'here the land is siruated, and cbe recorded in5Ullmenl or a copy of the recorded instnlment cenifiod by the County Clerk of the counry tn which the 
inStnlment is recorded, must be filed in the General Land Office withon 90 days of the last execution date oceomponoed by the prescribed 61ina fcc. If any such 
assignment is noc so filed, the rights ocquired under this lease shall be subjed to torfi:irure at the option of the Commissiona oflhc General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pcnain.ina to the lease of the above><lc:ocn"bed land have been in.eludcd in this instntmenl UIC!udina the 
statement of the tnle considaation to be paid for the execution of this lease and the ngllls and du1ies of the p&nies. Any eolla1eral agrcemcnl• concemina the 
development of oil and p s &-om the leased prc.nuses which are noc con&alncd tn lh1s lea.x rmdcr lhlS I cue invalid. 

31. FIDUCIARY DUTY. Tbe owner of the soil owes the State a fiducialy dury and must fillly diselose any facts allec:ling the Slale'soDicreslin lbe leased 
prCfOisc:s. When tbe iniCfcSis of the owner ofche sool eonOtct with those of the S~ace, cbe owner of the soil is oblipced co pull he Slace's inCCfcsts before his personal 
iniCfCSIS. 

32. FORFEITURE. If Lessee shall fail or refUse to make the paym<nl of any sum wichin I hilly days after it becomes due. or if Lessee or an authoriz.od 
agent should knowingly make any fidse mum or false rcpon concernina production or drilling. or ifLeuee shall fail or refUse to drill any offset well or wells in aocd 
faith u required by law and chc rules and regulations adopted by the Commissioner of the General Land Offocc, or if Lessee should fail to file reports In the manner 
required by law or fa il lo comply wich rules and regulations promulpll:d by the General Land Offocc, the School Land Board. or the Railroad Commission. or If Lessee 
should refuse the proper authority acocss to the records pertainina to operacions. or if Lessee or an authorized agenl should knowin)lly fail or refuse to &ive correct 
informacion to the proper authority, or knowingly fail or refuse to filmish Ute General Land Offocc a correct log ofany well, or if Lessee shall knowingly violace any of 
the material provisions of th is lease. or if this lease is assigned and the assignment is not filn.d in the General Land Offiec as required by law, the riahts acquired under 
this lease shall be subjCCI to forfcirure by the Commluioner, and he shall forfeit same when sufficiently informn.d of the facts which authorize a forfeorurc. and when 
forfeiced che area shall apin be subjcx:t to lease under che cenns of che Relinquishment Ad. HowevCf, nothing herein shall be construed as waivtng the automauc 
lamination of this lease by operation of law or by reason of any special limitation arising hetcundCf. Forfcirures may be sel aside and this lease and all rishts tbCfcundcr 
reinsllled before the rishts ofanotber intervene upon satisfaclory evidcocc to the Commissioner of the General Land orr ... of filrun: compliance with the provisions of 
the law and of1his lease and the rules and qulations that may be odoplod relative hCfcto 

33. LIEN. In aecordan.ee with Texas Natural Resoorces Code 32.136, the State shall have a first lien upon all oil and ps produced from the area covered 
by th ts lease to secure paymcnc of all unpaid royalry and ocher sums of money chac may bocome due undCf this lease. By acceptance of !his 1~. Lessee grants the 
Stale, on addition to the lien provided by Texas Narural Resources <pi• 32.136 and any other applicable statutory lien, an express contradUlllien on and security 
intCft11 in all leased minaals in and exlneted from the leased premises, all proce<dJ which may accrue co Lessee from the sale of such leased minerals. whether suoh 
proceeds uc held by Lessee or by a third p&ny, and all 6xrures on and improvements to the leased premises used in coMCCiion with the production or processing of 
sucb leased mincrals in order to secure the payment of all royalties or other amounts due or to booome due under this lease and co secure ptymcnt of any damages or 
loss thai Lessor may suffer by reason of Lessees breach of any covenanl or condition of th is lease, whether express or implied. This lien and securiry in1Cft11 may be 
foreclosed with or without coun proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commcoce Code. Lessee agrees that the 
Commissiooer may rcqu<re Lessee to execute and record such instnlmcniS u may be reasonably necessary 10 acknowlodae. attach or perfCCithis lien Lessee hereby 
represents thatthCfO are no prior or superior liens arising from and relating to Lessee's Adivitics upon the above-<lesaibcd property or from Lessee's acquisition of this 
ICHC. Should the CommissioOCT at any time dercrrnine thattbis rqw.,.,..,1alion is nor tnle, thco the Corrvnission .. may declare thiJ lease forfeiled as providn.d herein. 

34. POOLINO. Lessee is hereby granled the rishllo pool or unitize the royalty intere>1 of the owner of the soil under th is lease with any ocher leasehold 
or mineral interest for the exploration. development and produdion of oil or ps or either of them upon the same terms as shall be approvn.d by the School Land Board 
and the Commissioner of the Genaal Land Office for the pooling or unol izing of the interest of the State under thiJ lease pur1Uant 10 Texas Narural Resources Code 
32.1S 1-52.133. The owner oft be soil agrees that the inclusion oftbis provision on this lease satisfoesthe execution rcquiremcntJ stated in Texas Natural Resources Code 
32.1S2. 

3S. INDEMNITY. Lessee hereby releases and dischllaes the State of Texas aEd the OWilCf of the soil, their officers. employees, p&nncrs, aaents. 
eontradors. subeontradors, guests, invitees, and their respective successors and assigns, of and from all and any adions and causes of act ion ofevcoy naNn:, or ocher 
harm, including environmental harm, for which rceovcoy of damages is ooush~ including. bolt nor limitn.d to, all lOSJeS and expenses which arc caused by the adivitics 
of Lessee, itJ officers. employees. and agents arisina ouc of. inoidcnlal 10, or resulting from, the operations of or for lessee on the leased premises hereunder. or that 
may arise out of or be occasioned by Lessee's breach of any of the tenns or provisions of this A&n:cmc:n~ or by any othCf negliacnt or stridly liable aot or emission of 
Lessee. Furthc<, Lessee hereby agrees 10 be liable fur, cxonaacc. indcnuoify, defend and hold harmless the State of Texas and the ownCf of the soil, their officers. 
employees and agents, their successors or assigns. apinstany and all claims, liabilities, loues. damages. IIGtions, personal i'\iury (ineludina death), coots and expenses, 
or ocher harm for whoch recovery of damages Is sought under any theory lncludona ton, contrac~ or stnd liability, inc:Judin& attorneys' fees and ocher lcpl expenses. 
includin& those related 10 c:nvironmenllll hazards, on the leased premises or in any way relaced co Lessee's failure 10 comply with any and all cnvvonmcntallaws; those 
arising from or in any way related to Lessee's operations or any othCf of lessee's activities on the leased premises: those arisina from Lessee's use oftbe surface of the 
leased premises; and those thai may arise out of or be ocaosionn.d by Lessee's breach of any of the tenns or provisions of this A&r....,_ or any otbcr act or omission of 
Lessee, its dirccun, otroccrs. employees, ptr1DerS, agents. contraoiOrs, subcontractors, gucsu, invitees, and their rcspedive ~• and assips. Each assignee of this 
Agrecmen~ or an inta-<>1 tbere•n. aarces to be liable for, exonaatc. indernnofy, defend and hold harmless the Slate of Texas and the ownCf of Ute ooil, their officers, 
employees, and agentJ in the same manoer provided above in conncelion with the adivities of Lessee, its otrocers. employees, and ageniS as deseribcd above. EXCEPT 
AS OTHERWISE EXPRESSLY UMITED HEREIN, ALL OF TilE INDEMNITY OBLIGATIONS AJIIDIOR LIABIUTI£S ASSUMED UNDER TilE 
TERMS OF THIS AGREEMENT SHALL H£ WITIIOUT LIMITS AND wmiOUT R£GAAD TO TilE CAUSE OR CAUSES TIIER.EOF (EXCLUDING 
PR£-EXISTlNG CONDffiONS), STRICT UABIUTY, OR TilE NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING TilE NEGLIGENCE 01' 
ntE INDEMNIFl.ED PARTY), WIJETilER SUCU NEGLIGENCE BE SOL£, J OINT, CONCURJlENT, ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the bigbest degree or care and reasonable saJeguards 10 prevent coniADiinal.ion or pollution 
or any eoviroomeolal medium, including sol~ surface waters, groundwater, sedimeoiS, and surfilee or subsurfilee slrala, ambicot air or any olhcr 
eoviroomcolal medium in. on. or under, the leased premises. by any was~e, pollutan~ or conlaminanl Lessee shall DOl bring or permit 10 remain on lhe leased 
premises any asbestos conlaining materials, explosives, toxic mataials, or subsusnccs regula~ as hazardous wastes, hazatdous maLcrials, hazatdous 
substanc:cs (as lhc term "H112Ardous Subslallee" is defined in lhe Comprehensive Environmenlal Response, Compcnsallon and Liability Act (CERCLA), 42 
U.S.C. Sections 9601, c:1 seq.), or toxic subslanc:cs under any redcral, swe, or local law or regulal.ion ("Hazardous Materials"). exoept ordinary products 
commonly used in coooectioo wilh oil and gas explcntioo and devclopmeol operations and stored in the usual manner and quantities. LESSEE'S 
VIOLATION OF TO£ FOREGOING PROWBITION SllALL CONSTITUTE A MATERIAL BR£ACU AND DEFAULT HEREUNDER AND 
LESS££ SUALL INOEMNlFY, HOLD UAJlMLESS AND DEFEND TIJE STAT£ OF TEXAS AND TUE OWNER OF TOE SOIL FROM AND 
AGAINST ANY C LAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT C OSTS) CAUSED BY OR ARISI.NG OUT OF (I) A VIOLATION OF THE FOREGOING PROIUBITION OR (II) TIJ E 
PRESENCE. RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER. OR ABOUT T ll £ LEASED PREMISES DURING 
LESSEE'S OCCUPANCY OR COJioTROL OF TIJ£ LEASED PREMISES. LESS££ S UALL C LEAN UP, REMOVE, REMEDY AND REPAIR 
ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TIJE PRESENCE OR RELEASE OF ANY HAZARDOUS 
MAT£RIALS IN, ON, UNDER. OR ABOUT TOE LEASED PREMISES DURJNG LESSEE'S OCCUPANCY OF TOE LEASED PREMISES IN 
CONFORMANCE WlTU THE REQUlREMENTS OF APPLICABLE LAW. TillS INOEMNlFl CATION AND ASSUMPTION SHALL APPLY, 
BUT IS NOT I,.IMIT£1) TO, J,.IABILITV FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTUER 
ENVIRONMENTAL LAW OR REGULATION. LESS££ SUALL IMMEDIATELY GI VE TilE STATE OF TEXAS AND TOE OWNER OF Tll£ 
SOIL WRITTEN NOTICE OF ANY BREACU OR SUSPECTED BREACH OF TWS PARAGRAPH, UPON LEARNING OF TOE PRESENCE 
OF ANY HAZARDOUS MATERIALS, OR UPON RECEI VING A NOTICE FROM ANY GOVERNMENTAL AGENCY PERTA.INING TO 
UAZARDOUS MATERIALS WWCD MAY AFFECT TIJE LEASED PREMISES. TOE OBLIGATIONS OF LESS££ HEREUNDER SHALL 
SURVIVE TOE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASO N, OFTWS AGR££lii£NT. 

37. APPLICABLE LAW. Th.is lease is issued under lhc provisions orTexas Natural Resourees Code 52 171 through 52.190, commonly known as 
the Relinquishment A~ and olhcr applic:able statutes and amendmeniS thcrc:lo. and of any proVISion in !his lease does DOl conform to these swutcs, the 
SlAIUtcs will prevail over any oonc:ooformiog lease provisions. 

38. EXECUTION. This oil and gas lease musl be signed and admowledged by the Lessee berorc it IS med ofreeord Ul the county records and Ul 

the Geocral Land Ollitc or the Slate orTexas. Once lhe filing requU'emeoiS round in Parqraph 39 orlhis lease have been satiSfi~ the etrecuve date or thiS 
lease shall be the date round on Page I. 

39. LEASE FlUNG. Pursuant 10 Chapter 9 or lhe Texas Business and Commerce Code, !his lease must be filed or record in lhe ollia: or the 
County Clerk in any county in wbicb al l or any pllll or the leased premises is located, and a:nified copies thcreormust be filed in the Gcoeral Land Office 
Th.is lease is n01 effective until a certified eopy oflhis lease (wbicb is made and certifscd by the County Clerk from his records) is filed in lhe General Land Of 
lice in accordance with Texas Natural Resources Code 52. 183. Additionally, th is lease shall not be binding upon lhe State unless .it recites the aCiual and true 
consideration paid or promised ror execution of this lease. The bonus due the State and the prescribed filing ree shall accompany sueh ecnified copy to the 
Geocral Land Office. 

40. Rentals in the amount o f S26.66 ror years two and three or !his lease have been prepaid. One baJr (~) o f lhis amount has been pa.id to the 

'-~'-'""'"'""""",..."",~·"- J 
LESS~ 
BY: William A. Chalrant 

TITLE: President 

DATE: 7-;):l- 07 

STATE OF TEXAS 

,~ lnaA~1 t4u,.,._/L~ ~~~ 
BY: Dr. Mary SlDkloud, !11U, hodcpudut E•ul: ru 

TITLE: Individually and as ageol ror the Stale or Texas 

Date: d- -/tJ 0 1 

STATE OF TEXAS 

BY: 

TITI.E: Individually and as agent for the Slate of Texas 

Date.--------------
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Before me, the undcrsil!Jlcd authority. on this day personally appeared Dr. Mary Baokbnd. MD. lodsJKpdut 
Exesutrix oftb~ budll~ Hoc!ce Gill Kiac Estate-Deceaud, oa behalf or said gtate. known to me to be the pe~ whose 
nwncs arc subscribed to the foregoi ng instrument, and aclcnowlcdgcd to me thai they executed the swne for the purposes and 
coruidera1ion therein expressed 

Given under my hand and seal of office this the _11216. day of 

SHIRlEY H. CONRAD 
MY COMioiiSStON EXPIRES 

Apd26,2008 

My Commission expires: 

~ 

' \ I 

~------------------~----------------------------------~~--~~~ corr~ 
· copy of 

0 1 nat filed in 
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v orKs Office 



•• • • • • •• .... 
• • •••• 

• 
•• •• ' . . ' . 

• •••• •• • • 
• 

• •• • • • ••• 

--

VOL 7 ti ~~ PAGE 

STATE OF TEXAS 

COUNTY OF MIDLAND 

Before me, the undersigned authority, on this day personally appeared William A. Chalfant, 
known to me to be the person whose name is subscribed to the foregoing instrument, as President of 
Chalfant Properties, lnc. and acknowledged to me that he executed the same for the purposes and 
consideration therein expre.;sed. 

J 
Given under my hand and seal of office this the 

_u\~ , 2001 . 

--

day of 

"",......tall tMCH IID'IlllrS MW!, 8Pil. 
01 .... Tit£ DUaiii(O II£N.. ~ EAUS£ Of CtlJll 
01 Mel IS ~MUD N1D IIIIOifOIIr.lAa IIMifJI fOIWol 
1M 

FILE# 3174 

YILED FOR llECOilD Olf -TIIE'---=2..:....7..:;:.TH=---DAY OF __ .....;JUL:.....:;.;;;;;,.y=-------A.D . 2007 3 :45. P . M • 

.f'::-...,., _____ DAY OF _ __ A_UG_U_ST ______ A.D . 2007 10:00 A . M. 

DI.ARIIE 0. FLOIUtZ, COtnrrY CLE1lK 
llKEVES CODYIT • TUAS 

(~~ 
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TEXAS GENERAL L A ND OFfliCE 

August 27, 2007 

Attn: Wi lliam A. Chalfant, CPL 
Chalfant Properties, Inc. 
P.O. Box 3 123 
M idland, Texas 79702-3 123 

Re: Relinquishment Act Lease JVIF-1 08240 
13.33 acres out of Section 6, Blk. 54, T-5, 
Reeves County, Texas 

Dear Mr. Chalfant : 

jERRY PATTERSON, COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in om records tmder Mineral File number M-108240. P lease refer to this 
number when making payments to the Sta te and in all future cor respondence concerning the 
lease. Failure to include the mine.-al file number may deJa processing of any pa ments 
towa rds the lease. 

Your remittance ol$2,471.78, has been applied as the state's portion of the cash bonus $2,346.70, 
along with a processing and filing fee in the an1ount of$125.00. Please let me know if you should 
have any questions. 

Sincerely, t1 

'btt~ ~·J b7 1#.5-
Drew Reid 
M inerals Leasing 
Energy Resources 
(5 12) 475-1534 

MS!OR 

Stephen F. Austtn Building • 1700 North Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. tx. us 




