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

E-mail: bill@chalfantpropert ies.com 

• • • • • • • • •• • • • •• • 

CHALFANT PROPERTIES, INC. 

December 28, 2005 

Mr. Drew Reid 

Dif & § a• ..Cca1in9 anJ q:>,opnlir.• 

1502 NORTH BIG SPRING 

P. 0. BOX 3 123 

M ID LAND, TEXAS 79702-3 123 

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

RE: All of Section 13 
Block C-19, PSLS 
Reeves County, TX 

Dear Mr. Reid: 

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

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

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

Sincerely, 

ft~Af:rLe;f- =-;;;z c; 
/A ) j_ ~~~ .- io?:> 1 
.C.~v -- ~ 

William A. Chalfant, CPL r• 
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HAL REVIEW SHEET 

Tn~WK:till # 5037 G--t: R. Widmayer 

LBsslr: Baker, Dr. Tyler A. and James T. Baker LeasaData: 12/21/2005 Ul: 0 

LBSS88: Chalfant Properties, Inc. 

lfAIE IIICIIJITII 

C1111ty 
REEVES 

TERMIIFfBifD 

PIN# -

Prmi'Y T 1m 5 years ~ 

Bollls/ Aa-B: c_ $300.00 

Roota' Aero: L $1.00 J 
Roy~: 1/4 

l.8ss88 

Base Am No P111 
110160 ALL 

Acres: 296 

Soc. IIID Twp survey 
13 C19 00 PUBLIC SCHOOL LAND 

Abst# 
3423 

TERMIREC...U 

Priory T 81'111 5 years ~ 

lknJs/Ain L_ $300.00 

Roota' A~n r $1 .oo I 

Roy~ 1/4 __j 

Data TBI'III Boous/ Ac. Rlllta' Ac. Roy~ llstaJ:B 
Last L83S8 

L ~. .I II I .__[ __ __, 
....---------------, .--: -------. ..._________, ~-~ I II I C 1 

~==~ I ~ ~ I II I ~c:====~J 
L___. _ _J L.__ _____ _____, c--=_L . l ~ L _ J .__I __ __.I 

CIIIIIBitS: § ental for the 4th year will be $201.00 including paid up rentals for 5th year. 

Friday, January 06, 2006 



., . 
. RELINQUYSHMENT ACT LEASE APPLICATION 

Texas General Land Office 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Chalfant Properiies, Inc. 

Prim. Term: 5 years 

Royalty: 1/4 

Consideration 

Bonus/Acre 

RentaVAcre 

Jerry Patterson, Cormnissioner 

DATE: 06-Jan-06 

County: REEVES 

$300.00 

$1.00 fr · J IIV' 

Recommended: (=J AD 
Not Recommended: 

Date: I · 0 , 6 6 

----

Comments: Rental for the 4th year will be $201.00 includjng paid up rentals for 5th year. 

th'aseForm 

Recornrnended: ~ 
Not Recornrnended: ----
Comments: 

Louis Renaud, Deputy Commjssioner 

Recommended: C...t!L 

Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: \)ti.v 
Not Recommended: ----

Larry Laine, Chief Clerk 

Approved: c~ 
Not Approved: ___ _ 

sswner 

Date: If, , /o(&. 

Date: :2. 1;. 1 //? (p 

Date ;;r-~ 

Date Z, }Uf/f!(, 

Date:2~ ~ Ob 
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M A. CHALFANT, CPL 

CHALFANT PROPERTIES, INC. 

March 21, 2006 

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

Dif & §a:. .£ta:.in9 and :Poopntic:. 

1502 NORTH BIG SPRING 

P. 0. BOX 3 123 

MIDLAND, TEXAS 79702-3 123 

RE: All of Section 14, Block C- 19 
Public School Land Survey 
Reeves County, Texas 

Dear Mr. Reid: 

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

E-mail: bill@chalfantproperties.com 

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

1. Oil and Gas Lease dated December 21, 2005, from The State of Texas, acting by and 
through its agent, Dr. Tyler A. Baker and James T. Baker, each dealing in his sole 
and separate property, covering their interest in 296.0 net mineral acres in Section 14, 
Block C-19, PSLS. The State of Texas to receive lease bonus payment of $44,696.00. 

Also enclosed is a check in the amount of $ 44,821.00, including lease bonus payment and a 
State fi ling fee of $125.00. 

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

Wi ll iam A. Chalfant, CPL 

WAC/m kc 
enclosures 

AAPL's FIR ST INDEPENDENT LANDMAN OF THE YEAR 1998- 1999 



CHALFAMT PROPERTIES, INC. 
LEASE BONUS CLEARING ACCOUNT 

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

WEST TEXAS NATIONAL BANK 

MI~OS 76 2 2 

MIDLAND. TX 79702 
PAY TO ~/21/2006 

;;eoRoeR TEXAS GENERAL LAND OFFICE v~~4,821.00 
Forty-Four Thousand Eight llundrcd Twenty-One and 00/100****************1\* ****** 

TEXAS GENERAL LAND OFFICE 
1700 NOR T il CONGRES AVE. 
AU, T IN. TX 78701 

Memo Lease Bonus & State Filing Fcc: All cc 14. 13lk C-19. P M' 
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OIL AND GAS LEASE 

TiiiS AGREEMENT is made and entered into thos list day of Ouember,lOOS, between the State of Texas, acting by and through its agent, Or. 

Tyler A Baker and Jamu T. Baker, uch dealing in hiJ sole and uparat t property, care of c/o Robert Ric~ 3878 Oakbwn Avo, Suite 540, Dallas, 

TX 75219 said agent herem referred to as the owner of the sool ("hether one or more). and CHALFANT PROPERTIES, INC, of PO BOX 3123, l'oildland, 

Texas 79702 bcreinalkr ctdled Lessee. 

I . GRANriNG CLAUSE. For and in eorosideration of the amounts stated below and of the covenants and agreements to be paid, kept and 

performed by Lessee under this lease, the State of Texas, acting by and through the o"ner of the soil. hereby grants, leases and lets unto Lessee. for the sole 
and only purpose of prospectmg and drilling for and producing oil and gas, layong pipe lines, buildmg tanks, storing ool and building power statioros, 

telephone lines and other structures thereon, to produce, Jave, take care or, treat and transport Sllld producu of the lease, the following lands sotuated m 

REEVES County, State orTcxas. t~wit: 

Uloek C-19, Public School und Survey 

S«tion 13: All 

containing 296.0 aeres. more or less. The bonus eorosidcnotion paid for thos lease os as follows 

To the State ofTcxas: forrv Four Thousand Sjx llyndrc:d Ninety-Six and 00/100 

Dollars IS 44 696 00) 

To the owner of the soil· Fony Four Thousand Sjx Hundred Ninety-Sox and 00/100 

Dollars IS 44.696.00) 

Total bonus consideration: EiGhty Nine Thousl!!ld Three Hundred Ntnety-Two l!!ld 001100 
Dollars($ 89 392.00) 

The total bonus corosideratoon paid «presents a bonus of Three llundr<d T"o Dollars ($302.00) per aere, on 296.0 net aeres 

2 . TERM. Subjoct to the other provisooros in thiS lease, this lease shaJI be for a term of E.r!LU.l years from this date (herein called "primary 

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

As used in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substancc(s) 

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

3 OELA Y RENTALS. If no well be commenced on the leased premiSes on or before one ( I) year from thos date, this lease shall terminate, 

unless on or before such annoversary date Lessee shall pay or tender 10 the o"ncr of the soil or 10 hiS ercdot w 

the ' ' TillS IS A PA(!).Uf LEASE· SEE PARAGRAPH 40 ' ' Bank, at~ or its successors (which shall eontonue as the depository regardless of 

changes in the ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF TiiE GENERAL 

LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before saod date. Payments under thiS paragraph shall operate as a 

rental and shall cover the pnvilegc of deferring the commencement of a well for one ( I) year from said date Payments under this p~~~agraph shall be in the 

following amounts: 

To the owner o f the soil: 
Dollars($, ___________ --' 

To Lhc State ofTcxa:l: 
Dollars($ _ _______ ____ _, 

Total Rental · 

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

In a like manner and upon like payments or tenders annually, the commencement of a well may be funher deferred for sw:cc:ssove peoiods of one ( I) year 

each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assognec of 
this lease. and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, 

suspend business. liquidate, fail or be succeeded by another bank, or for lillY reason fail or refuse to w:cept rental, Lessee shall not be held in default for 

failure to make such payment! or tenders of rental unt il thiny (30) days aftco the owner of the so~ shall deliver to Lessee a proper recordable mstrument 

naming another bank as agent to receive such payments or tenders. 

• • • • • • • • • • •••• • • • • • 
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4. PRODUCTION ROYAL TIES. Upon production of on and/or gas, Lessee agrees 10 pay or cause 10 be paid one-half (112) of !be royally 
provided for in lhis lc:asc 10 lbe Commissioner oflbe Gcncnl lAnd Om~ oflbc Slale of Texas, Ill AuSiin' Texas, and one-balf(l/2) ofsucll royalty lo lhe 
owner oflhe soil: 

(A) OIL. Royally payable on oil, whoch is def111ed as inelud111g all hydrocarbons produced in a liquid form a11he moulh of lite "ell and also as all 
condensate, dislillllle, and other liquid hydrocarbons recovered from ool or gas run lhrougb a scparlllor or olhcr equopmcnl, as hereinafter provided, shall be 
I/4Lh pan of Lhe gross production or Lhe market value Lhereof, a11he oplion oflhe owner oflhe soli or lhc Commissioner of lite 
Gencnl Land om~. such va.lue 10 be delcrmincd by I ) the highesl posled price, plus premium, if any, offered or paid for oil, condcnsale, dislillate, or other 
liquid hydrocarbons, respectively, of a like lypc and gravily in we general area where produced and whco run, or 2) lite higbesl marke1 pri~ lltcreof offered or 
paid in lite gcncnl area where produced and when run, or 3) lhc gross proceeds of the sale !hereof, whichever is lhe grcaler. lessoe agroes lltal before any gus 
produced from lite leased premises is sold, used or processed in a plan~ il will be run froe of c:osl 10 lite royally owners Lhrough an adequate oil and gas 
scparalor of convmlional lype, or olher equipmcnl at leasl as e fficien~ so lhat all liquid hydrocarbons recoverable from lite gus by such means will be 
recovered. The requirement lhat such gas be run Lhrough a separator or Olher equipmenl may be waived in wri1ing by lite royally owners upon such 1erms and 
conditions as 1 hey prescribe. 

(B) NON PROCESSED GAS. Royally on MY gas (lllcludmJI 011red gas), which os defined as all hydrocarbons and gaseous subslanecs nor defmed 
as oil in subp&ragra~~h (A) above, produced from any well oo said land (except as provided herein wilh respcet lo gas processed in a planl for lite eXU'IICiioo of 
gasoline, liquid hydroc:arboos or ocher produeU) shall be ll•lh part oflhc gross production or lhc market \'alue thcrco~ 1111hc 
optioo of lite owner oflhc soil or !be Commissioner oflhe Gcncnl lAnd Office, sueb value to be based oo lhc bighesl marltet ~ pllld or offered for gas of 
comparable qualily in lhc gcncnl area where produced and when run, or !be gross prioe paid or offered 10 lbe producer, wluebcver is !be grealer, provided lbal 
lhc maximum pressure base in mcosuring lbc gas under Ibis lease shallllOI al any lime exceed 14.65 pounds per square mch absolule, and lhc slandard base 
lernpcralure shall be sixly (60) de&rces Faltrenheol, correelion 10 be made for pressure aoeording 10 Boyle~ Law, Md for specific gravily according 10 1ests 
made by lhe Balan~ Mclhod or by lhc mosl approvcd method of1es1mg being used by lhc industry at lhe lime of1es1ing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline planl or oUocr plwll for lhc recovery or gasoline or olher liquid hydrocarbons 
shall be 1/:!lh pan o f the residue gos and lbc liquid hydrocarbons ex:lroeted or lhe market value lhercof, allhc op1ion oflhe 
owner oflhc soil or lhc Conunissiooer of the Gencnl Land Offioe. All royalties due herein shall be based oo ooe hundred perccm (1000/o) of the 101al plwn 
production of residue gas allributable to gas produocd from Ibis lc:asc, and on fifty pereeol (50%), or Lhal pcrc:eol acauinglo Lessee, whichever is lhc grealcr, 
or lhe total plan I produc:tion ofliquid hydrocarbons auribulable lo lhe gas produced from !his lease; provided lhat if liquid hydrocarbons arc recovered from 
gas pr~scd in a planl in which Lessee (or its parenl, subsidiary or affil iate) owns an inleres~ lhen lhc peroenlagc aJ,lplicablc 10 liquid hydrocarbons shall be 
fitly percenl (50"/o) or the hig,bes1 percenl acaulllg 10 a lhird party prooessing gas Lhrough such plan1 under a prOOCSSIIl& agr~cnt negotiated 111 arm~ lcnRth 
(or iflhere is no such lhird pany, lhe hillhesl peroen11hcn being specified in processing ogrccmcnts or contrac:ts in lhe industry), whichever is lhe greater The 
respective royalties oo residue gas ancf oo liquid hydrocarbons shall be determined by I) lbc highcsl market ~paid or offered for any gas (or liquid 
bydrocarboos) o f comparable quality in lhc gcocnl"""" or 2) lhc gross prioe paid or offered for such residue gas (or lbc weighted average gross selling~ 
for lhc rcspcaive grades of liquid hydroeart>oos), w!Ucbevu os lhc greater. In DO e-.a~~ 00.."CVU, shalllbc royallies payable under Ibis paragraph be less lban 
lhc royahics which would have been due bad lbc gas 1101 been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufac:1urcd from gas (excepting liquid 
hydrocarbons) whelher said gos be "casinghead," "dry" , or any Olher gas, by frac:tionaling, burning or any Olher processing shal l be 1/S!h 
pwt of the gross production of such produCIS, or lhc markel value Lhercof, at Lhe option or Lhe owner or lhe soil or lhe Commissioner or lhc General Land 
Offi ce, such m~~rkcl value 10 be dctennined as follows· I) on the basis oflhe highest morkel price or each product for the same monlh in which such producl is 
produocd, or 2) 011 lhc basis o f the avcn~ge gross sale pri~ of each predua for lhe some monlh in which such produc:ts ore produced, whichever is lhe greater. 

5. MINIMUM ROYALTY. During any year aller lbc expinllion of the primary 1crm of Ibis lease, if Ibis lease is maintaiocd by production, lhe 
royalties paid under Ibis lease io DO CV<:Dt shall be less lban an amouo1 cquallo lbc lOla I annual delay rcnlal herein provided; otbc:rwise, lhere shall be due and 
parable on or before lhc las1 day of lhe monlh succcedmg lhc arllloversary date of lhos lease a sum equal 10 lhc Iota! armual renlalless lbc arnounl of royalloes 
pard during lite preceding year. If Paragraph 3 of lhJS lease does 001 specify a delay rcnlal arnoun1 lhen for the purposes of Ibis paragraph, Lhe delay rental 
amounl shall be one dollar (S 1.00) per acre. 

c$, F.OY AL TY IN KIND. Norwilhslanding any olher provision in Ibis lease, 111 any lime or from lime 10 1une, lbe owner of lhc soil or lhe 
Commissioner of lhc Gcn:ra.! Land OtrlCC may, at lhe option or eilber, upon 1101 less lhan sixty (60) days 001iec 10 lhc bolder or lhc lease, require lhal !be 
payment of 'lilY roy allies acauing 10 such royally owner under lhis lease be made in kind. Tbc owner or lbe soil's or the Conunissioner e>f lhc General Land 
Office's righllo lake ils royally in k.ind shall nor diminish or negate the owner of lbc soil's or the Commissioner of lhc General Land Office's rights or Lessee's 
obligat ions, whelher express or implied, under lhis lease. 

7. NO DEDUCTIONS. Lessee agrees thai all royal1ies accruing under lhos lease \including lhose paid in kind) shall be wilhoul deduaion for Lhc 
c:osl of producing, galbering, storing, separnting, 1rea1ing, dehydra1ing, compressing, processmg, trarosporting, and olherwise making lhe oil, gas and other 
produc:ts hereunder ready for sale or use. Lessee agrees to compute and pay royal1ies on lhe gross value received, including any reimbursements for severance 
twu:s and production relalcd cans. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may r(;J?rcscnt lhis lease's proponionaiC share of any fuel 
used IO process gas produced hereunder in any processing plant Norwilhs1anding any olher provuion oflhos lease, and suhJCctlo lhc wrincn consen1 oflhe 
owna: of lhe soil and_lbc Co~issioner of_lhe General lAnd <?ffiec, Lessee .rna'!. recycle gas for gas l_ifl ~ on lhc leased premises or for injcelion 11110 
any oil or gas produelllg formauon underlylllg lhe leased premoses aller lhe hquod hydrocarbons conlamed 111 the gas have been removed; no royallies shall be 
payable on the recycled gas until il is produced and sold or used by Lessee in a manner which en1illes lhc royally owners to a royalty under this lease. 

9. ROYAL TV PAYMENTS AND REPORTS. All royalties norlaken in kind shall be paid 10 lhe Commissioner oflhe General Land Office at 
Auslin, Texas, in lhc following manner. 

Paymcnl of royalty oo produc:tion or oil and gas shall be as provided in lhc rules SCI forlh in lbe Texas Regisler. Rules currently provide ll>al 
royalty on oil is due and musl be re~ivcd in lhe General Land om~ on or before lhe 5th day of the second monlh succeeding the monlh or produaion, and 
royalty 011 gas is due and musl be received in lhe General Land Office on or before lhc 15111 day oflhc second moolh su~ing lbc monlh ofproduelion, 
aoeornpanied by lhe aflidavi1 of the owner, mMager or olher aulhorized agen~ cornpleled in !be form and manner presaibed by lhe Gencnl Land Offoee and 
showing the gross amounl and disposition of all o~ and gos produced and lhe markel value of lhe oil and gas, 1ogether wolh a copy or all documents, records 
or reports coofuming lhe gross productioo, dispositoon 

• • • • • •• • .. 
• • • • • • • • • • • 
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and marktl volue including ps meier readings. pipeline re«ipes, au li"" receipts and other checks or memoranda ofamou.nc p<oduced and puc inlo pipelines. canlcs, or 
pools and gas lines or ps Slorage, and any other reports or records which che Gcocral Land Office: may r<quirc to verifY tbc gross procluc:tion, disposition and market 
volue. In all ascs the authority of a ~~W~&IC' or agent to aCI for the Lessee herein muSI be filed in the Gcocral Land Office. Each royalty payment shall be accompanied 
by a check Mub, schedule, summary or other rcmiuance advice showing by the assi(llled General Land Officc: lease number lhe amounl of royalty being paid on each 
lease. I r Lessee pays his royalty on or before thirty {30) days after the royalty payment was due, then Lessee owu a penalty of 5% on the royalty or $25.00, whichever 
is greater. A royalty payment which is over th irty (30) days late shall aec:rue a penalty of 10% of the royalty due or $25.00 whichever is greater. In •ddition to a penalty, 
royalties sboll acauc inlc:rcsl at a .nle of 12% per year, sucb inlc:rcsl will begin acauing when the royalty is sixty (60) days over~. Afl""'-viu and supponiDI 
documents which are DOl filed wbcn due shall incur a penal ty in an amount set by the General Land Office: adminisuative Nlc which is eiTCCiive on the dale when tbc 
affid.vits or supportin& documents were due. The Lessee shall bear all responsibility for payina or tousin& royalties to be paid as prescribed by the due date p<OYided 
hereio. Payment of the delinquency penalty shall in no way operate to p<ohibit the SUite's riaJ>t of rorreitwe as p<ovidcd by law nor act to poSipooe the dale oo wltich 
royalties were originally due. The above penalty p<ovisions shall not apply in eases oft ide dispute as to the State's portion of the royalty 0< to that portion oftbc royalty 
in dispute as to fair marl<et voluc. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lcsso:c sboll annually furnish the Commissi"""' or the General Land Office with its best 
possible es1imatc of oil and ps rcscrvcs undc:rtying tltis lease or al l0t1ble co this lease and shall furnish said Commissioocr with copies of all contraCIS under which gas 
is M>ld or proecsscd and •II subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contraels, agreements or 
amcndmcnls. Such contncts and agreements when received by tbc General Land Office sha.ll be held in conrldcncc: by the General Land Otroce unless otbcrwi1e 
authoriu:d by Lessee. All other contraeu and records pertaining to the p<oduction. transportation. sale and marketing of tbc o~ and ps p<oduc:ed on said p«miscs, 
including the books and •ccounts, rececpes and disc:baracs of all wells, tanks. pools, meters, and pipelines shall a1 aU times be subjcc:l to inspection and <XImination by 
the Commissioner oftbeGmcnl t..nd OrTtcc:, the Auomcy General, the Governor, or the rep<cscnlative or any of them. 

(B) PERMITS, DRJLLING RECORDS. Wrinen nocice of all operations on this lease shall be submilted co the Commissioner o f the General t..nd 
Office by l.essec Ot operator rive (S) days before spud date, workover, re .. ntry, temporary abandonment or plu11and abandonment of any well or wells. Such writcen 
notioe to the General !..ond Office shall il..:ludc copies or Railroad Conunission rorms for application to drill . Copies or well tests, compl<lion reportS and pluggin& 
reports shall be supplied to tbc Gmcral i.ano Offioe •t the time they are filed with tbc Texas Railroad Conunission. All applications, permits, reports or other filings that 
reference this lease or any specific wcil on 1M leased p<cmiscs and that arc submitced to the Texas R.anroad Commission or aoy otbc:r governmental a~Aey shall 
include the word "State" in the tide. Additionally, in accordance with Railroad Commission rules. any sipac on the leased premises ror the pwpose of idaJtifying 
wdls, tank baturies or otba asooeiated improvements to the land must also include the word "State • Lessee shall supply tbc General Land Ofli<:e with any records. 
memoranda, accounts. reports, cuttings and cores, or other information relative to the operation of the abov~bed premises, which may be rcquCSied by tbc 
General t..nd O ffice, in •ddition to those herein expressly p<ovided for. Lessee shall have an elcc:tticalandlor radioaelivity survey made on the bore·hole section, from 
the base of the surface casing tO the total depeb of well, of all wells drilled on the above described p<cmises and shall transmit I INC copy Of tbe log of each survey On 
each well to the General Land OrTtcc: within fifl«n (15)days aflcr the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever rCporiS, documents or other materials are not filed in the Omcral t..nd Officc: when due. The 
penalty for lace filing shall be set by the Gcncral Land Office admmlstrativc rule which Is dfe<llve on !he date wbcn the macer ills were due in the General Land Officc:. 

II. DRY HOLOCESSATION OF PRODOCTION DURING PRJMARY TERM. If , dunng the p<unary term hereof and p<1or to d1scovery and 
p<oduaion of oil or ps on said land, Lessee sbould dri ll a dry hole or holes tbaeon, or if durin a the primary tcnn bc:rcofand after cbc discovery and a<IUal produc:tioo 
of oil or ps from the leased p<emises such p<oduelion thereof should cease fiom any cause, this lease shall 001 terminate if on or before the expint.tion of sixty (60) days 
from date or completion or said dry hole or cessation of p<oduaoon Lessee conunences addicional dnlling or rewoctin& opcrat.ions thereon. or pays or tenders the next 
annual delay rental in the same manner as p<ovidcd in lh.is lease. If, during the last year or the p<imary lcrm or wilhin sixty (60) days prior thcrtlo, a dry hole be 
completed and abandoned, or the p<odue1ion or oil or ps should cease ror any cause, Lessee's rights shall remain In full force and cffe<1 without further operations until 
the expiration of the p<imary term; and of Lessee: has not resumed produelion in paying quantities at the expiration ofthe primary term, Lessee may maintain his lease 
by ~iog addilioll&l drill ing or reworking operations purSU&lll co l'angraplo 13, using the expiralion of the primary tam as the date or cessation or production Wider 
Paragraph 13. Should the ftnt well or any subsequmt wdl drilled on the above dcscn'bed land be compleled as a sbut·io oil or gas wdl within the primary term bc:rco( 
Lessee ,..y resume payment of the ann.W rental in tbc same moMCS as p<ovidcd bc:rein on or before the rental payina date fOllowing the expiration of sixty (60) days 
fiom the date of completion of such shut-in oil or ps well and upon che failure co make such paymcn~ chis lease shall ipso facto terminate. If at tbe expiration or the 
primary term or any time thereafter a shut·in oil or ps "'ell is iOtoted on the leased p<emises, payments may be made in accordance: with the shut-in p<OviSions bereo( 

12. DRILLING AND REWORKING AT EXPIRATION OF PRJ MARY TERM. If, at the expiracion of the primary term, neither oil nor gas is being 
p<oduoed on said land, but Lc:sscc is then engaged in drilling or rcwocting operations thereon, th is lease shall remain in force: so long u operations oo said well or fur 
drilling or rewocting of any additional well arc prosecuted in good faith and in workmanlilce manner without intcrNpCions totaling more than sixry (60) days during any 
one such operation, and if they result in the production of oil and/or gas, so long thereafter as 011 aodlor gas is produced in paying quantities llom said land, or payment 
of shut-in 011 or gas well royalties or compensatory royalties is made as provided tn thiS lease. 

I 3. CESSATION, DRILLING, AND REWORKJNG. If, after the expiration of the primary term, p<oduelion of oil or ps from the leased premises, after 
once: obcaincd, sbould cc:ase llom any cause, this lease shall not tcrmioace if Lessee commences additional dnllmc or rcworl<inc operations within sixty (60) days after 
such cc:ssatio11. and this lca1e shall rcma1n in full fOrce and effCCI for so long u such operations conunue in good faith and in ~~>-ortrr.nlilcc maMer without intcrNptions 
totaling more than sixry (60) days. If such drilling or reworking opcracions result in the production or oil or gas, the lease shall remain in full force and effect tOr so long 
as oil or gas is p<odueed li-om the leased premises in paying quantities or payment of shut-in oil or gas well royalties or poymcnt of compensatory royalties is made as 
provided herein or as prov1ded by law. I r the dnlling or reworking operations rcsuh in the completion or a well as a dry hole, the lease wdl not tcrminote if the Lessee 
commences additional drilling or reworl<ing operations within sixty (60) days after tbc completion oft he well u a dry hole, and this lease shall rcrra in in cffcc:t so long 
as Lc:ssoe continues drilling or rcwocting operations in good faith and in a workrnanlilce manner without intcrNptious totahng more than sixry (60) days. Lessee shall 
give "'Titten nocicc: to the General Land OrTtcc: within thirty (30) days of any ecssatton of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, ·,.ell" means any well that has been assiped a wdl oumber by the state 'l<IIC)I havia& 
jurisdielion over the p<oduelion of o~ and gas. If, at any time after the CXJ>iratton ofthc primary term or a lease that until being shut in, was being maintained In 
forcc: and effect,. well c:apoble or producing oil or gas in peying quanticies is located on the leased p<emises, but oil or gas is not being p<oduced ror lock or 
suitable p<oduelion facilities or lad: or a suitable markel, then Lessee may pay as a shuc·in od or gas royalty an amount equal to double the annual reaaal p<ovidcd in 
the lease, but not less than S 1,200 a year for toch wdl capable or producing oil or s-s in paying quantities. I r Pangrapb 3 or this lease docs nne specifY a delay rental 
amoun~ tbcn for the purposes of this p.!ragrapb, I he delay rental amouot shall be one dollar (S 1.00) per acre. To be cff<Ciive, each ini tial shut-in oil or gca royalty 
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must be paid on.,.. bcli>n:: (I) tbc expiration of lbc pnmory tcnn, (2) 60 days after the Lessee «ase1to produce oil 0< ps from the leased prenuscs, 0< (J) 60 days after 
LesKe ........,.d es a drilling or rewootins opcntion in OCClOnlanc:e with the lcax provisions; whichever date is latesl. Such payment shall he made ono-holf(l/2) to the 
Commissioocr of the Gencnll.and Office and ono-half(lf2) to the owner of the soil. If the shut-in o~ or p .s royalty Is paid, the lcax shall he considered to he a 
producing lease and tho payment shall extend the term of tbe lease for a period of ooe year from the end of the primary tcnn, or from the first day of the month 
follo"1ng the month tn which prodoclion ceased, and, afler that, tf no suitable produelion lied lUes or suttablc marl<CI for lbc oil or au CX1SU, Lcsscc may extend the 
lease for four more >ueee:ssivc periods of one ( I) year by paymg lbc same amounc each year on or before t1tc: ex pint ion of each shut-in year. 

IS. COMPENSATORY ROYAL TIES. If. during tho period the lease is kept in effect by payment of the shuHn o~ or gu royalty. otl or gas IS sold and 
delivcn:d io payiog quantities from a wdl located within ooc thousand (1,000) feel of the leased premises and completed in the same JWoducing rcsc:rvoir, or in any case 
in wbic:h dninagc is oc:cwriDg the riS)a to continue to main&ain the lease by payina lbc shut-in oil or ps royalty shall cca5e, hut the lcasc shall remain cfTcctivc tor the 
rcrmindcr of the year for wbicb the royalty bas been paid. The Lessee may maintain the lease for tour more >ueee:ssivc years by Lcsscc payi•& compensatory royalty 11 
the royalty rate provided in the lcasc of the marta value of production from the well causing the chinage 0< which is comph:ted in the same producing reservoir and 
within one thousand ( 1,000) fed oftbc leased p<crnises. The compensatory royalty is to he paid monthly, onc-half(lf2) to tbc Commissioner of the Genc:ral Land 
OITte<: and ono-holf( lf2) to the owna of the soil, beginning on or before the last day oft he month following the month in which the oil or gas is produced from the well 
causing the dntinagc or that is completed in tho same producing rcsctVoir and located within one thousand (1,000) feet of the loosed premises. If the COmpciUOtory 
royalty poid in any 12-month period is in an amount less than the aMual shut-in otl or gas royalty, Lessee shall pay an amount equal to the dtffcrcnce Wlthin thirty (30) 
days from the end of the 12-month period. Compensatory royalty payments which arc not timely paid will accrue penalty and interest in accordance with Panpph 9 of 
ttm lcasc. None ofthc$c provisions Wlll rdicvc lessee oft he obliption of rCIL'lOnablc dcvdopmc:nl nor the obligation to drill offSCI wcils as provided in Texas Natural 
Resources Code S2.11J; however. at the dettrmination of the Commissioner, and with the Conunissioner's written approvol, the payment of compensatory royalties can 
sotisfy the obligation to drill o!Uct wdls. 

16. RETAINED ACREAGE. NotWithstanding any provision of this lcasc to the contrary, after a "ell producing or capable of produe<ng otl or gas has 
been complded on tho leased premises, Lessee shall exercise the diligence of a reasonably p<Udcnt operator in drilling such additional well or wells as may he 
reasonably necessary for the. pro per development of the leased premises and in rnarkaing tbc produccion thereon. 

(A) VERTICAL-In the cvcot tbis lease is in li>n:c and ciTed two (2) years after the cxpirauon date of the primary or CXlended tcnn it shall then tcnmoatc 
as to all of the leased premises, EXCEPT ( I) 40 aacs swroundina each od wdl capable of producing in paying quantities and 320 aacs """""ndina -b gas wdl 
capable of producing in paying quantities (including a shut-in oil or au wdl as provided io l'aBgrapb 14 hereof), or 1 wdl upon which lcsscc is then engaged in 
conl inuous drilling or n:wori<ing opcntions, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.1Sl-S2.1SJ, 
or (J) such greater or lesser number of acres as may then he allocated for produdion purposes to a proration unit for each such producing well under the rules and 
rcgulotions of the R.a ilroad Commission of Texas, or any successor agency, or other governmmtal authority having jurisdiction. If at any time after the ciJcctivc date of 
the partial termination JWOvtSions haco( the appltcablc ftcld rules arc changed or the wdl or wdls located thcn:on arc reclassified so that less acreage is tbcn:aftcr 
allocated to sa.id wdl 0< "dis fO< produelion purposes, this lease shallthacupon ttrminatc as to allaereagc not thereafter allocated to satd well or " dis for produCitOn 
purposes. N01witbswtding the ttrmination of this lease as to a portion of the lands covered hereby, Lcsscc shall nevertheless continue to have lhc right ofiogress to and 
cvcss &om the lancls still subject to this lease for all pwposes dcsaibcd in l'aBpaph I hcrco( togd hcr with c:ascmc:nts and rigbl$-of-way for c:xistans roads, c:xistina 
pipelines and Olba cxisling licilities on, ova and across all the lands clcs<:ribcd in PaBpapb I hcn:ofrthe rclained Jaods•), for accc:ss to and from the rc~aincd lands 
and for the gathering or tnDSpnfUtion of oil, gas and other mwc:rals produced from the relaincd londs. 

(B) HORIZONTAL. In the event this lease is in force and cffCCI two (2) years after the expiration date of the pnmary or extended term 11 •hall funher 
tamtna te as to a ll dq>ths below 100 fed below the tOtal depth drilled (hereinafter •c~ccpcr dq>ths") in each "'ell located on acreage rcuincd in PaBgraph 16 (A) a bove, 
unless on or he fore rwo (2) years after the primary or extended term Lessee pays an amount equal to onc-half(lf2) of the bonus orJ&inally paid as consrderauon for thrs 
lease (as specified on page I bcrcof) If such on100nt IS paul. thiS lease shall he 111 force and effect u to such clccpcr depth<, and sa ad termtnattOn shall he ddayed for an 
additional period of two (2) yean and so long thereafter as oil or au is produced m paying quantities from suclt deeper depths covered by tbis lease. 

(C) IDENTIFICATION AND FILING. The surDcc: acreage retained bc:rcunder as to each well shall, as nearly as praelical, he in the form ofa square with 
the well located in the centa therco( or such other shape as may he approved by the Commission« of the Gc:nen.J Land Office. Within thirty (30) days after parttal 
tcrminatton of this lease as p<ovtdcd herein, lcsscc shall execute and record a rdease or releases contatniog a satislictory legal dcsaiption of the acreage and/or depths 
""' r<Utncd hereunder. The recorded n:lcosc, or a certified copy of same, shall he filed in the Gmcnl Land Offtce, accompanied by the filing fcc prescribed by the 
General Land Office rules in effed on the date the release is filed. If Lessee litis or refuses to execute and record such rdcase or releases within ninety (90) days aner 
being requested to do so by the Gcnc~l land Office, then the Commissioner at hiS sole discretion may designotc by "Tittcn inSilllmcnt the acreage and/or dcpohs to be 
released hereunder and record 5Uclt instnuncnt 11 Lcsscc's expense in the county or counties where tbe lease: is lOCated and in the offteial records of the General Land 
OfTICC and such dcsip>llion shall he bioding upon lessee tor all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, DO< royalllcs paid, or to he paid, under this lease shall relieve Lessee of his obl igatton to protect 
lhc oil and gas under the abovc-<lescribcd l1111d from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many wells 
as the facts may justifY and shall use appropriate means and drill to a depth necessary to prevent undue chinagc of oil and gas from the leased premises, In addition, if 
oil and/or gas should be produced in commercial quantities within 1,000 feel of tbc lensed premises, or In any case where the leased premises is being ctruned by 
p<oduelion of oil or gas, the Lessee, sublessee, receiver or other agent in control oft he leased premises shall tn good faith begin the drilling of a well or wells upon the 
leasod premises within 100 days after the chining wdl or wells or the well or wells complded within 1,000 feel of the leased pn:mises start producing in commercial 
quancitics and shall prooccutc such drillina with diligence. Failure to satisfY the >tatutory oiTset oblip tion may subjed this lease and the owner of the soil's agency 
rights to forfeiture. Ooly upon the determination of the Commission« of the Gcncr.l Land Office and with his written approval may the payment of compensatory 
royalty under applicable statutory parameters satisfy the obligatioo to dnl l ao offset well or wells required under this paragraph. 

18. FORCE MAJEURE. I( after a good lllith cffon, Lessee is prevented from comply10g with any express or implied covenant of this lease. from 
conduc:ting drill ing opcntions on the leased premises. or from producing oil or au from the leased premises by reason of war, roOd lion, riot<. strikes, ac:u of God, or 
any valid order, rule or regulation of government authO<ity, then while so prcvcotcd, Lessee's obliption to comply with such covenant shall he suspended and lessee 
shall not he liable fO< damages for tiilure to comply with suclt covenants; addttionally, this lease: shall he extended while lessee is prevented, by any such cause, from 
cooducting drilling and rcwortillg opc:ntioas or from producing oil or au from the leased prcnuscs. Howcva, oothill& tn this parapapb shall suspend the payment of 
deloy n:ntals in order to maintain this lcax in ciTed dunng the primary term 10 the abscocc of sucb drill in& or n:wori<ing opcntions or production or otl or gas. 
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19. WARRAmY CLAUSE. Tbc owner oflhe soil warrants and qrees 10 defend tide to lbe leased premises. lftbe owner of the soa dctiwlts in payments 
owed on lbe leased premises. then Lessee nwy m1ccm lbe ripu or lbe owner or the soil in the leased pmniscs by payina any monpzc, taXes or otha liens on the 
leased pn:miscs. lf Lcssee makes paymcol5 on bcholfoftbeowner of the soil under this pangRpb. Lessee moy recover the oost of these payment5 from lbe rcnllll and 
royalties due tho owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surlilce estate ia the above described 
land, whether or noc Lessee's interest is specified herein, then the royalties and n:nllll herein proviclcd to be paid to lbe owner or the soil shall be paid to him in the 
proponion which his int<rest bears to the entire undivided surfice CSIIto and the royalties and rental h<rein provided to be paid to the Commissioner of the General 
Land Offoee of the Sbltc ofTcxu shill he hkewise propontonatcly reduced llo"cvcr, before Lessee odJU.U lbe royalry or rcnbll due to the CommiSSioner of the 
General Land Office, Lessee or his authoriud represenllltive must submit to the Commissioner of the General Lo.nd Office o written sutemcnt which explains the 
discrepa...:y bcrwccn the inlaCSI purp011cdly leased uncles this lea>e and the ICiual interCSI owned by lbe owner of lbe soil. Tbc Commissioner of the Galcnl Land 
Off..., shill be paid the value ofthe whole production allocable to any undivided inten:st not covered by alcaJC., less the propor1ionate devdopmcnt and producrion cost 
allocable to such undivided interest. However, in no event sholl thc Commissioocr of the General Land Offioc receive as a royalry on the gross production allocable to 
the undivided interest not leased an amount less than the value or one-sixteenth ( 1/16) or such cross productoon. 

(B) REDUCTION OF PAYMENTS. I( during the primlll)' term, o ponion of the land covered by thoslease is induded within lbe boundoories ofo 
pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections $2.1 $1·$2.1$4, of lr, at any 
time a flu the expiration of the primary tcnn or the extended 1erm. this lease covers a lesser number of acres than the total amount described herein. paymenrs rhar are 
.....SC on a per acre basis hereunder shoJI be reduced according to the number ofoercs pooled, released, surm>dcred, or otherwise severed, so that payments dc1crminc:d 
on a per aero basis under the terms orthis lea>e during the primlll)' term shall be calculated ba5ed upon the number of acres outside the boundaries of a pooled unit. or, 
ifafta lite expiration oft be primlll)' term, the number ofaeresac:Nally reblined and covcrcd by this lease 

21 . USE OF WATER. Lessee shill have the right to use water produced on said land neocswy for operations under this lea>e c:xccpc water from wells or 
tanks of the owner or the soil, provided, however, Lessee shoJI nO( use poblblc water ()( water suilllble ror livestock or iniptoon purposes filr waternood operations 
without the prior consent of the owner of the soil 

22. AUTIIORIZED DAMAGES. Lessee shall poy the owner of the soil for damages causod by its operations to all personal propcr1y, improvements, 
livestodc and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner oft he soil, Lessee shall bury its pope lines below plow depth 

24. WELL LOCATION LIMIT. No well shall be drolled nearer thin two hundred (200) rcctto any house or bam now on saod premises without the written 
COMml oft he owner oft he son 

2$. POLLUTION In devdopongthtS area, Lessee shoJI usc the ho&)tesl degree of care and all proper sar.:cuards to prevent pollution. Wothout ion otons the 
f«cgoing. pollution of coestol wcdands, narural waterways, nvers and impounded water shall be prevented by the usc of containment facilities sufficient to, prevent 
spillosc. xcpagc or ground water contami .. rion In lbe event or pollution, Lessee shall use all means 11 its disposal to n:eaprurc all cseapcd hydrocarbons or otha 
pollulllnt and shoJI be responsible f« all damogc to public and priwte propertic.t . Lessee shill build and mainta in fences around its slush, sump, and drainage pits and 
tank batteries so as to prOicct livestock ap inst loss, da.magc or inj ury; and upon completion or abondonmcnt of any well or wells, Lc55ee shoJI fill and level all slush 
p;u and cellars and complcrdy d ean up the drill ing site ofall rubbish thereon. Lcssce shoJI, while conducring operations on the leased pmniscs, keep said premises free 
of all rubbish, cans, bonles, paper cups or garbogc, and upon completion of opcntions shall restore the surface of the lood to as near its original condition and contours 
as is pracricablc. Tanks and cquopmcnt will be kept patnted and prcscnlllblc. 

26. REMOVAL OF EQUIPMENT. Subject to limillltions in this paragRpb. Lessee shoJI have the right to n:move machinery and fixtures plaocd by Lessee 
on the leased premises, including lbe right to draw and remove casing. wi thin one hundred twcnry ( 120) days after lbe expiration or the tcrmi,.tion of this lco>e unless 
the owner or lbe soil &JII'l• Lessee an extension or th is 12Cklay paiod. Ho"ever, Lessee may not n:move casing from any "'dl capable of producing oil and gas in 
paying quantities Additionally, Lessee moy 1101 draw arld remove easing until after thirty (30) days written norioc to the Commissioocr of the Gcncnl Land Office and 
to the owner ot t he soil. Tbc owner of tho ::<>~ shoJI become the owner or aay machonery, fixtures, or casing which arc nO! timely removed by Lessee under the terms of 
this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this pou11graph and Paragraph 29 of tloisleasc, the rights and csutcs of either party to this 
lea>e may be assigned, in whole or in part, and the provisions of this lease shill c><tcnd to and be binding upon their heirs, devisees. lcpl rcpn:>entativcs, suc:eesson and 
&<sips. l lowever, a change or division in ownership of the land.. rent.~ Is, or royalties will noc cnlas&c lbe obliptions of Lcsscc, diminish the ri&hts, privilqes and 
CSI&Ies o f Lcsscc, impair the efTocrivcncss of any payment mode by Lessee or impair lbe cffocrivcness or any ocr performed by Lcsxc. And no chance or division in 
ownership oft he land., rentals, 0< royalties shill bind Lessee for any purpose untilthllly (30) days after the owner oft.hc soil (or his heirs, devisees, lcpl n:prcscnlllrives 
or assigns) furnishes the Lcsscc with satisfacrory wri«cn evidence of the chance in ownership, includon& the original recorded munimcnts or title (of a ccr1ifocd copy of 
suclt Ol'isinal) when the ownaship chlnaed beeau>e oro conveyance. A t01ol or pt11ial assignment of this lea>e shill, to the a tent or lbe interest assigned. rdicve and 
discharge Lc55ee of all subsequent obliptions under this lease. If this lease is assigned io itJ cntirery as to only par1 of the acreage, the ri&flt and option to pay rentals 
shoJI be apportioned as between the several owners ntlably, aceordtng to the area of each, and failure by one or more or them to pay his shore of the rcnllll shall not 
affect this lea>e on the ptJ1 or the land upon which pro rabl renlllls arc timely paid or tendered; however, if the assignor or assignee does nOI file a ccr1ifocd copy of such 
assignment in the Gcncnl Land Offoa: before the next rcnllll paying date, the entire lco>e shall terminate for fa ilure to pay lbe entire rmltl due under Paragraph 3. 
Every assignee shall sucoccd to all ri&htJ and be subjocr to all obliptions,liabnitics, and penalties owed to the Sbltc by the originallcsscc or any prior assignoc of the 
lease. including any liabilities to the State ror unpaod royalties. 

(B) ASSIGNMENT LIMITATION NOiwothstandong any provision in Paragraph 27(a), tfthc owner oft be soilacqutrcs this lease tn wbolc or in pod 
by assignment without lbe prior wrincn approval oft he Commissioner of the General Land Office, this lea>e is void I S or tho time of assignment aod lbe accocy power 
of tho owner moy be fO<fctted by the Commissioner. An assignment will be treated as I fit were mode to lbe owner of the SOtl ofthe assignee ts: 

( I) a norrunec of the owner of the sot!, 
(2) a corpontion or subsodwy in which the owner of the soolos a principal stockholder or is an employee of such a corporation or substdoary, 
(3) a pt11ncrship in which the owner of the soil is o partner or is an employee or such a partnership; 
(4) a principal stockholder or employee o f the CO'l'Oflltlon which is the owner of the soil; 
(S) a partner or employee in 1 ptlrtnership which is the owner of the soil; 
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(6) a liduciuy for the owner of the soil; including but not limned to a JIWdllll,tnutcc, cxc:cutor, admm151Rto<. rcce1vcr, or COOS<J"Vator·IOr the 
owner of the soil; or 

(7) a family member of the owner oftbc sotl or related to the 0"'11er of the sod by nwriagc:, blood, or adopuon 
21. RELEASES. UDder the conditions conwned ia thl5 paragraph and l'an&J11pll29, Lessee nuy ataay time execute and dch•er to the owner of the SOli 

and place of record a release: or releases covering any port1on or portions of the leased premiSes, and thereby surrender this lease u to such portiOn or portions, and be 
relieved of all subsequent obligations as to acreage surrcndcred. lfany pon of this lcasc1s properly surrendered, the delay rental due under th1s lease shall be reduced by 
the proportM>n tha t the surrendered acreage bears to the acreage which was covaed by this leaJc immediately prior to such surrender; however, such n:lcase will n01 
n:licvc Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FI LING OF ASSIGNMENTS AND RELEAS!:S. I fal l or any part oftl1is lease is assigned or released, such assignment or rclca<c must be recorded 
in the county where the land is situated, and tbc recorded instrument or a copy of the recorded instrument certified by the County Clerk of the county in ,.1Jich the 
instNmcnt is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed fihng fcc. I r any such 
usignmcm is 001 so filed, the rigbls acquired undcJ this lease shall be subject to fOrfeiture atlbc option of the Commissioner oflbc Gcncnl Land Office. 

30. DISCLOSURE CLAUSE. All provuions pertaining to the lease or lbc abo•c-dcscribcd land have been included 10 tiUJ rnswment including the 
sutcmcnt or the true consideration to be paid for the execution of tbis lease and the rights and duties of the p:uttcs. Any collatcnll agreements concernmg the 
development or oil and gas from the leased premises wbich an: n04 contained in thiS lease render thiS lease: invalid. 

31. ADUCIARY DlJTY. Tbc owner oflbc soli ow<S the State a 6duaaty duty and ...,SI firlly disclose arry factJ alkctm& the State's rmcrcst ia the lcaJCd 
premises. When the interest• of the owner of the soil con01ct with those of the State, the""',."' of the SOli is obligated to put the State's interC51J before his personal 
inlerests. 

32. FORFEITURE. If Lcsscc shall foil or refuse to make the payment or any sum willun thirty days afttr it becomes due. or 1f Lcsscc or an autbonzed 
agent should knowingly make any fltlsc n:1um or false n:pon concanmg producuon or drilling. or if Lessee shall liril or refirsc to drill any offset well or wells in good 
lirith as required by law and the rules and regulations adopted by the CommisSioner of the General Land Office, or if Lessee should fall to file n:ports io the manner 
rcq.rilcd by law or fail to comply with rules and «IPIIations promulgated by the Gcn<nl Land Off ICC, lbc School Land Board, or the Railroad Commission. or if Lessee 
sbould n:firsc the propa authority ..:cess to lbc records pcrtairuog to opaauoos. or 1f Lcsscc or an authorized agent >hould knowingly fail or refirsc to give correct 
infonnation 10 the proper authority, or knowingly faU or refuse 10 firmi>h the General Land Otroce a correct log of any well, or if Lcsscc shall knowingly violate any of 
the material provisions of this lease. or if this lease is assrancd aod the assignment IS 001 med io lbc Ocn<nl Land Off"'• u r<quvcd by law, the rigbls acquired uodcr 
this lease shall be subject to forfeiture by the Comm1ss1oncr, and he shall forfeit same "'1Jcn sufficiently informed of the facts "'h1Ch authoriu: a forfeiture, and when 
forfeited the area shrJI agaan be subJCCI to lease under the terms of the Relinquishment Act. Ho~cvc:r, nothing herein shall be construed u waiving the automatic 
termination of this lease by operation of law or by reason of any spcciallirrtitation arisina hercundct. Forfeitures may be set aside and this lease and all rigllls thereunder 
n:iostated befon: the rigblJ of another intervene upoa satisfactory evidence to the Commissioner of the General Land Otfi()C or firturc compliance with the provisions or 
the law and of this lease and the rules and regulations that may be adopted rela tive hereto 

33. LIEN In accordance with Texas Natural Resources Code S2.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to sccun: payment or all unpaid royalty and other sumJ or money that may booomc due under this lease. By acceptance of this lease, L.csscc grants the 
State:, in addition to the hen provided by Tcus Natural Resources Code S2. 136 and any other applicable sututory lien, an express contnautl lien on and sccunty 
ia&crcst in al l leased mincnb io and c:JCift<:led from lbc leased premises, all proeeals whkb may IICCN< to L.csscc from lbc sale of sucb leased rrtiacnls. wbc:thcr sucb 
proccc:ds arc bdd by Lcsscc or by a third poll)', and all 6XJurcs on and improvcmenlJ to lbc leased prc.rrtiscs uJCd in coMCCiioo with the prnduooon or prOCCSJiog of 
sucb leased mincnls iD orda- to sccun: the paymeot or all royalties or other amounts due or 10 booomc due uoder this lease and to secure payment or any damages or 
loss that Lessor may suffer by rcuon of L<SSCes breach of any coven&nt or condition of this lr:asc:, "'hcther cxpr<SS or rmpl1cd Thrs hen and security inlacst may be 
foreclosed with or without court proceedings io the ..-.nner provided in the Title I, Chapter 9 of the Texas BusincsJ and Commerce Code. Lcsscc agrees that the 
Commissioner may require Lessee to cxccut< and record such instruments u may be reasonably ncccssary to acknowledge, attach or pafcctthiS lien L.csscc hacby 
n:pr<SCnU that there arc no prior or superior liens arising from and relating to L<Sscc's activities upon the above-described property or from Lcsscc's acquisition oftbis 
lease. Should the Commissroncr at any time dctcrminc thatthis representation is not true, then the Commissioner may declare this lease forfclled as provided bciCin. 

34. POOI..ING. Lessee is hereby granted the right to pool or UD1tiu: the royalty intereSI oflbc owner of the so~ undct thiS lease wrth any other leasehold 
or mrncral interest for the exploration, development and production or oi l or gas or citha of them upon the same ta-mJ as shall be apprCI'oled by the Seheol Land Board 
and the Commissioner or the General Land Office for the poahng or unitizing of the Interest of the Stale under this lease pursuant 10 Tcus Natural Resources Code 
S2.1S I-S2.1S3. The owna- of the soil agrees that the inclusiOn of this provision io this lcascsatisfiestbc cxc:cutioo n:quircmcntJ Slated 1n Texas Natural Resources Code 
S2.1S2. 

JS. INDEMNITY. Lessee hereby rclcucs and discharges the State of TcxaJ aEd the owoa of the sod, theu off..,ers. employees, partners, agcnu, 
contnctors. subcontractors. guests, invitees, and their respective successors and assignJ, or and fiom all and any adions and cau.ses of ection of every nature. or other 
harm, including environmental harm, for which recovery of damages is sought. including, but not limi ted to, all losses and expenses whrch arc caused by the activities 
or Lcsscc. its oflicc:rs. employees. and ageniS arisin& out of, incidental 1<>, or result ina from, the operations or or lOr Lc:ssr:c on the lca>ed prcrrtiscs hereunder, or that 
may arise out or or be occasioned by Lc:ssr:c's breach of any of the terms or provisions of this Agreement. or by any 01hcr negligent or str1ctly liable act or crrtission of 
Lessee. Further. Lessee hereby agrees to be liable for, exonerate. indemnifY , defend and hold harmless the State ofTcxaJ and the owner of the soil, their officers, 
employees and ascnu. lbcir successors or assigns, against any and al l claims, liabilities, losses. dama&<S. actioos, personal injury (U>Ciudina death). costs and oxpcnscs, 
or other harm for which recovery or damages "sought under any theory including ton, coatnct, or strict liability, including attorneys' fees and other legal cxpooJcS, 
includinl!thosc related to cnv~tonmcntal hanrds, on the lcaJCd pn:mises or in any way related to L.csscc's failun: to comply "'lth any and all cnvrroomcntalla"-s; those 
arising from or iD u y way related 10 L.csscc's opcraJJoaS or any other ofL.csscc's acbv1tics oo the leased premises; thesciUUUl& from Lc:ssr:c's usc oflbc surlicc of the 
leased prcn:usc:s; and those thai may arisc oot of or be occ:asioocd by L.csscc's bn:acb of any of the tcrrnJ or provisioos oftbis Apccmcnt or any other act or orrtission of 
Lcsscc. its directors, offlccn, employees, partners, agents, connctors, subc:oatnletorS, guests, invitees, and therr n:spcdivc successors and UJI811S- Eacb usignce ofthiJ 
Agrccrneol, or"" inla-cst therein. agrees to be liable for. exoocratc, tndellllllfY, deknd and bold harmless the Stale of Texas aod the owner of the soi~ thc11 officers, 
employees, and agenlJ rn the same manoa provrded above 10 coancct100 "''th the actrYiliCS ofLc:ssr:c, 1ts offJCCB, cmpiO)ets, and agents u described above. £..XC£PT 
AS OTII£.RWIS£. EXPRESSLY LIII11T£ 0 II EREIN, AL.L O f' Til £. I OEMNITV OBLIGATIONS ANl>\OR LIABILITI ES ASSUMED UNDER Til E 
TI:IlMS OF TIHS AGREEM ENT SllALL UE WITIIOUT UMfiS AA1> WTniO UT IU:CAJW TO nu: CAUSE OR CAUSES TIU:R£0F (EXCLUDING 
PR£.EXJSJ1NG CONDmONS), STRICT LIABILITY, OR Til E NEGLIGENCE O f ANY PARTY OR PARTIES (INCLUDING Til E NEGLIGENCE OF 
Til [ lN1>£MNIFIEO PARTY), WU ETII ER SUCII NEGU G£NC£ BE SOL£, J OINT, CONCURRENT, ACTIVE. OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall usc lhc bigbest degree of care and reasonable safeguards to prevent contamination or pollution 
of any environmenlal mediwn, including soi~ surface waters, groondwatc:r, sedimeniS, and surface or subsurfilce SlrllUI, ambient air or any olhc:r 
environmental medium in, on, or under, lhe leased premises, by any waste, pollutan~ or contaminant. Lessee shall not bring or permit to remain on lhe leased 
premises any asbest05 contaUling maurials, expl05ives, tol<ic materials, or substances regulated as hazardous wastes, hazardous materials, baurdous 
substances (as the term "Hazard011S Substance" is defined in lhe Comprehensive Environmental Response, Compensation and Liability Aer (CERCLA) , 42 
U.S.C. Scerions 960 1, :t seq.), or toxic substances under any federal , stale, or local law or regulation ('Hazard011S Matcrialsj, except ordinary produers 
<OUlJDOllly usc.<~ in conncelion wilh o:l aud gas exploraJion and development operations and stored in lhc usual manner and quantities. U:SSEE'S 
VIOLATION Of T ilE fOREGOU•C PROIIJBITION SIIALL CONSTITUTE A MATERIAL BREAC O AND DEFAULT HER EUNDER AND 
LESSEE SHALL INDEMNIFY, BOLD DARMLESS AND DEFEND THE STATE Of TEXAS AND TOE OWNER OF THE SOIL FROM AND 
AGAfNST ANY C LAI MS, DAMAGES, JUDGMENTS, PENALTIES, UABlLJTIES, AND COSTS ( INCLUDING REASONABLE ATTORNEYS' 
FEES AND COURT CO STS) CAUSED BY OR ARISING OUT Of (1) A YlOLATION Of TU E FOREGOING PROIDBITION OR (II) TOE 
PRESENC E. RELEASE. O R DISPOSAL Of ANY ll AZARDOUS MATERIALS ON, UNDER, OR ABOUT TOE LEASED PREMISES DURING 
LESSE E'S OCCUPANCY O R CONTROL OF mE LEASED PREMISES. LESSEE S UALL CLEAN UP, REMOVE, REMEDY AND REPAIR 
ANY SOIL OR G ROUND WATER CO NTAMI NATION AND DAMAGE CAUSED BY TilE PRESENCE O R RELEASE Of ANY HAZARDOUS 
MATERIALS IN, ON, UNDER, O R ABOUT TilE LEASED PRE MISES DURING LESSEE' S OCCUPANCY Of T TJE LEASED PREMISES IN 
CONFORMANCE W IT IJ Til E REQUIREM ENTS Of APPLICABLE LAW. T HI S INDEMNI FICATION AND ASSUMPTION SIIALL APPLY, 
BUT IS NOT LIM ITE D TO. LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN P URSUANT TO CERCLA OR ANY OTDER 
ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY G£VE TilE STATE Of TEXAS AND THE OWNER OF TilE 
SOIL W RI1TEN NOTICE Of ANY BREAC O OR SUSP ECTED BREACO OF TIIJS PARAGRAPO, UPON LEARNING Of Til E PRESENCE 
Of ANY HAZARDOUS MATERIALS, O R UPON RECEIVJNG A NOTICE FROM ANY G OVERNMENTAL AGENCY PERTAINING TO 
HAZARDOUS MATERIALS W IIJCB MAY AfFECT TUE LEASED PREMISES. TilE OBLIGATIONS Of LESSEE llEREUNDER SJIALL 
SURVIVE TOE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, Of TUlS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under lhe provis1ons of Texas Natural Resources Code 52 1711hroogh 52.190, commonly known as 
lhc Relinquishment ACI, and olher applicable stlllutes and arncndmcniS lhc:rcto, and if any provision in Ibis lease does oOI conform to lhcsc statutes, the 
statu tes will prevail over any nonconforming lease provis ions. 

38. EXECUTION. This oil and gas lease must be signed and ...:knowledged by the Lessee before it is fded of reca<d in lhc COtOnty records and in 
lhe General Land Office of the Slllte of Texas. Once the filing requiremeniS found in Paragraph 39 of this lease have been satis fied , the effective date of this 
lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Cbaptcr 9 of tbc Texas Business and Commerce Code, this lease must be filed o f rcc:ord in lhc office of tJv: 
County Clerk in any county in which al.l or any pan of lhe leased premises is located, and ccrtified copies thereof must be filed in lhe General Land Office. 
This lease is n01 cffcerive until a certified copy o f !his lease (wrueh is made and ccrtified by lhe County Clerk from his records) is filed in !he General Land Of 
fK:C in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall noc be binding upon lhc State unless i1 recites the aaual and true 
consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such unified copy 10 the 
General Land Office. 

40. Rentals in lhc IUllOIInt ofSS92.00 COr years two and thtee of !his lease: have been prepaid. Ooc half (V>) oflhis amount bas been paid to the 
Lessor and one half(\'>) has been paid to !he State of Texas. Rcnllll for lhe founb year in lhe amount of $59,496.00 bas o01 been paid and iflhe fourth year 
renlal is n01 paid !hen Ibis lease will expire. One half(\'>) of lhe founb year renlal will be paid 10 lhe Lessor and one half (\'>) will be paid 10 lhc Stale of 
Texas. Rental for the fi fth year is included in the founh year rental and if lhe fourth year rental is paid then no additional rental$ are due under th is lease. 

~~~~~ 
BY: William A. Chalfant 

TITLE: President 

DATE: 2/1- 1. ~ k 
I 

STATE OF TEXAS 

BY: Dr. Tyler A. Baker 

TITLE: Individually and as agent for the State ofTexas 

DOlt. , :;, " J ·'·' J G. , ;zoo i: 

• • • • • • • • • • ••••• • • • •• • 
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STATE OF TEXAS 

ITLE: lndividuaUy and as agent for the State of Tcxas 
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STATE OF 

COUNTYOF ~7-v~ 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

Oefore me, the undersigned authority, on this day personally appc:arcd Or. Ty!u A. Bak.c:r. dealiac in bu sole and 
separate P!"'OKrty, known to me to be the persons whose nwncs nrc subsaibcd to the foregoing instrument, and acknowledged 
to me that they exewtcd the same for the pwposc:s and consideration therein expressed 

Given under my hand and seal of office thisthc lo'd day of \tz\UAD.J"1' , 200J£. 
v 

STATEOF KJr?OVCI(Y 

COUNTY OF MALJ/.s'tJ/V 

( INDIVIDUAL 
ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day per$003lly appeared Jam"' T. Baktr, deal inc in his sole and 
Stparate proptrty. known to me to be the persons whose nwncs nrc subsaibcd to the foregoing instrument, and acknowledged 
to me thlll they exewtcd the same for the pwposes and consideralioo therein expressed. 

Given under my hand and seal of office this the ~day of JAIVV !(/( 'f ' 200/2 

My Commission expires: I 0 - ( ~ - ' 00 r 

• • . ••• • • • • • • • • • • • • • • • • • • •• • • • • • • • • • • • • • • • •• • • • • •• 
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Orig1nal filed 1n 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

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

Given under my hand and sea l of office this the 
t::'EC?Q \IAQY , 200..\.Q.. 

day of 

Notary Public in and for the State of Texas ® MAS~I.AL>\ K CROSS 
~ "'cl~• y "c "''. Slt•e of Te~2s 
. Ill (;r, r.m•• ?n ht~t<es 

7-lll-2008 

~ PRIMSIOi'l HEIIf l~ w"'' 1- ~~' •. • ,~. " l '!~1'{1/J., 

FILE NO. _ _:l:.:0:..:7_:7 __ 

011 US£ Of Tlif OESCR!BED REAl i f<Oi'i r.n BtCAU~ ~ COLOft 
011 RAa: LS ltiVAUD A/10 IINFN~(,".J_;s,r UH!'<R FEOfi!AI. 
w 

--

YILED FOil RECORD ON THE:.___ ......:::.2ND=-- ·DAY OF __ -"MAR=~CH=------·A. D. 2006 11 : 3 2 A. M. 

DULY RECO ED 0 THE 3 RD MARCH 2:00 P . RD N ~-------DAY OF __________ ___ .A. D. 2006 _______ .M. 

----------- -------- - --- - ---

• • • ••• • • • • • • • • • • • • • ! • • • • .. . . • • • • • • • .. . • • • •• • • . ... 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE STATE OF TEXAS 
COUNTY OF REEVES 

Tl'>e a!Joo.e a~d to·ego.,g sa 'u rr..~e and cc··ect ~::~·ap111c COO} o' ·t~ 
oog111a •ecorcJ now n ry 'a,•/" cus:00y a1a oossess oo as t'e sa"le s 
~:g~ec~i'2"~~(?1ftaoras cncfFF~~;E~ft& 

llereoycer'ooO' ~C!!_ 7 , 200§ __ 
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TJE XA§ 

July 10, 2006 

Attn: Wm. A. Chalfant, CPL 
Chalfant Properties, Inc. 
P.O. Box 3123 
Midland, Texas 79702-3123 

Re: RELlNQUISHMENT ACT LEASE No. M-106226 
296.0 acres out of Section 13, Blk. C-19, 
PSL, Reeves County, Texas 

Dear Mr. Chalfant: 

JERRY PATTERSO 1, COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and fi led in our records under Mineral File number M-1 06226. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$44,821.00, has been applied as the state's portion of the cash bonus 
$44,696.00, along with a processing and filing fee in the amount of$125.00. Please let me know if 
you should have any questions. 

Sincerely, 

~ ?ec'lib1 tM.S / 

Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

Stephen F:--Austin Buildjng • 1700 North Congress Avenue • Ausrin, Texas-78701- 1495 

Post Office Box 12873 • Ausrin, Te..xas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.sratc. ex. us 





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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY NOVEMBER 7, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

THE S UM OF $29,748.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

12121/2008 TO 12121,2010 COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: C19 Section: 13 Short Desc: ALL OF SEC 13, BLK C-19, PUBLIC SCHOOL LAND SVY 

PAYMENT OPTION TO EXTEND 
LEASE NUMBER TX1990101 -000 
RECORDED: BOOK 725 PAGE 612 

LEASE DATE: 12121/2005 
ENTRY NUMBER: 1077 

PROSPECT: DIXIE LA~,D 
COUNTY/PARISH REEVES 

FOR CREDIT OF: 

017397 
Acct: 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 1/2 $59,496.00 FOR ADD'L 2 YRS 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

COPY FOR 
Yn• lR RI ·CORDS 

oo5 
IMPORTANT 

Subtotal 

Date Received--tf-'1--H>I-¥-h~D--------t ~M~~vtcE 
The attached check 1s for the person(s) named above. Please date, s1gn 
and return the attached receipts on the day you receive it. If directed to 
a bank, please deposit the amount to the credit to the person(s) named 
above and date, sign and return the receipt on the day you rece1ve lt. If 
correspondence required, please make reference to lease number. 

By ____________ ~~-------------; 
litle 

it Ml!fiiMI#HitliiJi ji#IH I !eU!ij l l ! 14)!1J• 1: 1ijli#i\• •i:J$11i:t#l i1j# 

Grand Total 

Check No. 

• • •••••• • 
• • . ···· ~ • 

• 
• • ••••• • 
• •• • • •••• 

• 
••• • • • •• • 
•• I 

• • •• 

STATE TX 
AMOUNT 

29.748.00 

29,748.00 

0.00 

29,748.00 

39057 

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 39057 

PAY 
TO 

THE 
ORDER 

OF 

•••••••• ......... 29,748 • DOLLARS . 00 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

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

DATE AMOUNT 

11/07/2008 $29,748.00 

COPY FOR 
Y Lk RLCORDS 



• • ...... 
• 

• • ••••• • 
• 

• • ••••• • 
•• • • • ' ... 
• 
•• • • •• • 
•• • • •• 

~ 

J 

;:>-. ..... ..... 0 
t.l- Q) z 
Q) 

-, 
Q) 

~ >-. a co t.l-


